
FINANCIAL HIGHLIGHTS
The Hokuetsu Bank, Ltd.

  (CONSOLIDATED)

Year ended March 31
2002 2001 2002

(Thousands of 
U.S. Dollars)

For the year:
Total income    ¥63,140)    ¥59,086) $477,429
Total expenses 82,180 55,714 621,399
Income(Loss) before spesial items, income taxes and minority interests (19,040) 3,371 143,970
Net Income(Loss) (10,931) 2,659 82,654

At Year end:
Doposits    ¥1,763,307)   ¥1,802,193) $13,333,134
Loans and bills discounted 1,205,583 1,244,362 9,115,940
Securities 492,614 510,714 3,724,870
Total assets 1,915,832 1,981,375 14,486,442
Total stockholder's epquity 59,934 77,740 453,187

Capital adequacy ratio 8.20% 8.46%

  (Non－－－－CONSOLIDATED)

Year ended March 31
2002 2001 2002

(Thousands of 
U.S. Dollars)

ＦＦＦＦor the Ｙｅａｒ：Ｙｅａｒ：Ｙｅａｒ：Ｙｅａｒ：

Total income    ¥54,311)    ¥50,810) $410,669
Total expenses 73,675 47,891 557,089
Income (Loss) before income taxes (19,072) 3,276 (144,212)
Net Income(Loss) (10,980) 1,910 (83,025)

At Year end:
Doposits    ¥1,764,400)   ¥1,804,092) $13,341,339
Loans and bills discounted 1,213,904 1,254,450 9,178,858
Securities 492,166 510,578 3,721,482
Total assets 1,900,434 1,968,175 14,370,011
Total stockholder's epquity 60,315 78,176 456,068

Capital adequacy ratio 8.33% 8.58%
Number of employees 1,824 1,906
Number of Offices 96 96

Notes: 1. Yen amounts of less than one million yen have omitted.
           2. U.S. Dollar amounts are translated from yen, solely for conveenienience, at the rate of
              ¥132.25per U.S. $1.00, the rate prevailing on march 31,2002.

   (Millions of yen)

   (Millions of yen)



Review of 2001 Fiscal Result
Due to bankruptcy of one of our leading customers, additional provision of

reserve for non­performing loans, and devaluation of holding securities, the net
income was 10.9 billion yen deficit for fiscal 2001.

As a result, the capital adequacy ratio showed a decline of 0.25 point, to
8.33%. While in the previous fiscal year, we disposed 2.8 billion yen
non­performing assets, on the other hand, the decrease in the credit demand
brought the rise in the ratio of non­performing loan to total loan by 0.12 point, to
9.04%.

Management strategy in the Future
We instituted three­year term Management Plan in fiscal 2002 in order to

strengthen the banking structure.
The Bank's goals for fiscal 2002 are; 1 net business profits: 15 billion yen,( )

2 credit RORA: above 1.3%, 3 OHR: below 65%, 4 ratio of non­performing( ) ( ) ( )

assets: below 8%, 5 capital adequacy ratio: above 8%.( )

To realize these goals, the Bank undertakes the following reconstructing
operations;

1. the downsize of the number of employees to 1500
2. the decrease in branches and the restructure of subsidiaries
3. the amendment of salary system, pension and retirement allowance system

Risk Management
Risk management is one of the most important issues the Bank focuses on,

and to cope with various risks, the Bank instituted such basic rules as "Security
Policy" in October 2000, "Risk Control Basic Rule" in December 2000, and
"Contengency Risk Management Guidance" in March 2002.

< >Credit Risk Management
In April 1999, we introduced "Credit Rating" system to supervise each credit

objectively.

< － >Market related Risk Management
BPV and VAR approaches are applied to predict the volume of

market­related risks, and the outcome of this prediction is monthly argued in the
Committee of Asset and Liability Management.



< >Liquidity Risk Management
The Trading Department is engaged in daily cash flow administration, and the

Corporate Management Department actually controls the cash flow position
comparing to the scheduled target.

< >Operational Risk Management
The Operation Department is engaged in the training for the daily operation,

the promotion of the rational and efficient operation, the direct guidance for
operation at the branch, and the reform of the procedures and rules for operation.

< >System Risk Management
In May 1999, we started new system facility by establishing the Operation

Center.

< >Reputation Risk Management
We instituted a stronger risk management structure through the proper

disclosure on the Bank's information, the collection of reputation, and the
arrangement of reporting scheme.

Compliance
A bank owes public responsibility, and for this reason, the transparent

business management and the accurate legal compliance are required in the banking
world.

Under the principle of "settlement of legal compliance as corporate spirit", and
"reinforcement of surveillance system", the Bank instituted "The Hokuetsu Bank
Ethics Charter" and "Compliance Mannual".

Since January 1998, the Bank has been adopting "three­stage check system";
the 1st­stage­check by the compliance manager at a branch or a dapartment, the
2nd­stage­check by the Legal Office or business Audit Group in the Audit
Department, and the 3rd­stage­check by the legal adviser or Certified Public
Accountant.



Non-Performing Loans

Disposed non-performing loans
Increase/
Decrease

Provision of general reserves for possible loan losses 4 △ 17 21
Provision of specific reserves for possible loan losses 119 41 78
Others 188 63 125
Total amount of disposed non-performing loans 312 86 226

Breakdown of reserves for possible loan losses 100millions of yen
Increase/
Decrease

I Reserves for possible loan losses 359 276 83
General reserve for possible loan losses 142 137 5
Specific reserve for possible loan losses 217 138 79

II Reserves for supporting specific borrowers 5 5 0
III Reserves for losses on sale of claims - 2 △2

365 284 81

Disclosure of non-performing loans

Disclosure of claims under the Financial Revitalization Law
Non-consolidation 100millions of yen

Specitif
reserve for Total Cover ratio
loan losses

B CCCC D=B+C D/AD/AD/AD/A

I Bankrupt and quasi-bankrupt assets 380 330 50 380 100.0%
II Doubtful assets 597 372 167 539 90.3%
III Subtotal I+II 978 703 217 920 94.0%
IV Substandard loans 151
V Total III+IV 1,129
VI Total credits 12,485
VII ratio of non-performing assets 9.04%

Consolidation 100millions of yen
I Bankrupt and quasi-bankrupt assets 391
II Doubtful assets 598
III Substandard loans 151
IV Total I+II+III 1,141
V Total credits 12,459
VI ratio of non-performing assets 9.15%

Disclosure of risk-monitored assets 100millions of yen

Non-consolidated consolidated
Loans to bankrupt customers 101 103
Non-accrual loans 862 872
Loans past due for three months or more 6 6
Rｅｓｔｒｕｃｔｕｒｅｄ loans 145 145
Total of risk-montitored loans 1,116 1,127

100millions of yen

Amount
secured

Items

  Total(I+II+III)

Mar.2002
 A

Mar.2002

Treatment of non-performing loans

Mar.2002 Mar.2001

Mar.2002 Mar.2001



 

 
 

Consolidated Balance Sheets 
 
 
 March 31, March 31, 
 2002 2001 2002 
 (Millions of yen) (Thousands of 

U.S. dollars) 
(Note 3) 

Assets    
Cash and due from banks ¥   119,856 ¥     34,819  $ 906,284 
Call loans and bills purchased 1,965 90,023 14,858 
Other debt purchased 125 125 945 
Trading account securities (Note 11) 446 480 3,372 
Securities (Notes 5 and 12) 492,614 510,714 3,724,870 
Loans and bills discounted (Note 4) 1,205,583 1,244,362 9,115,940 
Foreign exchange 1,653 1,602 12,499 
Other assets 13,227 13,808 100,015 
Premises and equipment (Note 6) 52,016 54,014 393,316 
Deferred tax assets (Note 14) 33,910 20,977 256,408 
Customers’ liabilities for acceptances and guarantees 31,771 39,560 240,234 
Reserve for possible loan losses (37,338) (29,114) (282,329) 
Total assets ¥1,915,832 ¥1,981,375  $ 14,486,442 

Liabilities, minority interests and stockholders’ equity    
Liabilities:    

Deposits (Note 5) ¥1,763,307 ¥1,802,193  $ 13,333,134 
Certificates of deposits 2,160 6,420 16,333 
Call money and bills sold 1,732 – 13,096 
Borrowed money (Notes 5 and 7) 28,028 29,103 211,932 
Foreign exchange 89 34 673 
Bonds (Note 8) 1,300 1,300 9,830 
Other liabilities 15,870 14,591 120,000 
Accrued bonus 921 – 6,964 
Accrued retirement benefits (Note 15) 7,420 6,918 56,106 
Reserve for losses on sales of loans secured by real 
estates – 281 – 

Deferred income taxes for revaluation 2,882 2,930 21,792 
Acceptances and guarantees 31,771 39,560 240,234 

Total liabilities 1,855,483 1,903,334 14,030,117 

Minority interests 413 300 3,123 

Stockholders’ equity:    
Common stock 21,271 21,271 160,839 
Capital surplus 13,697 13,697 103,569 
Unrealized gain from re-evaluation of land held for use 4,030 4,098 30,473 
Retained earnings (Note 9) 18,282 30,285 138,238 
Unrealized holding gain on securities 2,765 8,489 20,907 
Total 60,047 77,841 454,042 
Treasury Stock (113) (101) (854) 

Total stockholders’ equity 59,934 77,740 453,187 
Total liabilities, minority interests and stockholders’ equity ¥1,915,832 ¥1,981,375  $ 14,486,442 
 
 
See accompanying notes to consolidated financial statements. 



 

 
 

Consolidated Statements of Operations and Retained Earnings 
 

 Year ended March 31, 
Year ended 
March 31, 

 2002 2001 2002 
 (Millions of yen) (Thousands of 

U.S. dollars) 
(Note 3) 

Income:    
Interest on:    

Loans and bills discounted ¥ 29,091 ¥30,538 $ 219,970 
Securities 8,597 10,766 65,006 
Call loans and bills purchased 47 161 355 
Repurchase 3 17 23 
Deposits 0 1 0 
Other 642 225 4,854 

Fees and commission 5,830 5,600 44,083 
Other operating income 14,745 9,839 111,493 
Other income 4,180 1,934 31,607 

Total income 63,140 59,086 477,429 

Expenses:    
Interest on:    

Deposits 2,610 3,277 19,735 
Certificates of deposits 3 2 23 
Call money and bills sold 29 274 219 
Borrowed money 625 699 4,726 
Bonds 37 20 280 
Other 14 13 106 

Fees 1,555 1,476 11,758 
Other operating expenses 9,299 9,480 70,314 
General and administrative expenses 28,490 29,092 215,425 
Other expenses (Note 10) 39,513 11,376 298,775 

Total expenses 82,180 55,714 621,399 

Income (loss) before special items, income taxes 
and minority interests (19,040) 3,371 (143,970) 

Special income 369 364 2,790 
Special loss (73) (244) (552) 
Income taxes:    

Current 899 526 6,798 
Deferred (8,890) 164 (67,221) 

Minority interests 178 141 1,346 
Net income (loss) (10,931) 2,659 (82,654) 
Retained earnings:    

Balance at beginning of the year 30,285 28,649 228,998 
Additions:    

Reversal of unrealized gain from re-evaluation of 
land held for use 

 
67 

 
115 

 
507 

 67 115 507 
Deductions:    

Cash dividends 1,137 1,137 8,605 
 1,137 1,137 8,605 
Effect of a merger with consolidated companies 0 – 0 
Balance at end of the year ¥ 18,282 ¥30,285 $ 138,238 

 2002 2001 2002 
 (Yen) (U.S. dollars) 

(Note 3) 
Amounts per share (Note 17):    

Net income (loss) – basic ¥ (48.03) ¥  11.68 $(0.36) 
Net assets 263.39 341.57 1.99 

 
See accompanying notes to consolidated financial statements. 



 

 
 

Consolidated Statements of Cash Flows 
 

 Year ended March 31, 
Year ended 
March 31, 

 2002 2001 2002 
 (Millions of yen) 

 
(Thousands of 
U.S. dollars) 

Cash flows from operating activities:    
Income (loss) before income taxes ¥  (18,744) ¥     3,491 $   (141,732) 
Depreciation 6,250 6,696 47,259 
Amortization of goodwill (51) 4 (386) 
Provision for reserve for possible loan losses 12,952 2,808 97,936 
(Reversal of) provision for reserve for devaluation of investment 

securities – (3) – 
Provision for reserve for losses on sales of loans (281) 5 (2,125) 
Provision for accrued bonus 921 – 6,964 
Reversal of reserve for retirement allowances – (6,011) – 
Net increase in accrued retirement benefits 502 6,918 3,796 
Interest and dividends income (38,382) (41,711) (290,223) 
Interest expenses 3,321 4,288 25,112 
Net losses related to securities transactions (1,481) 4,761 (11,198) 
Net gains on money held in trust – (2) – 
Net foreign exchange loss (gain) (23) 343 (174) 
Net loss (gain) on disposal of premises and equipment 49 106 371 
Net decrease in loans and bills purchased 34,051 23,586 257,474 
Net increase in deposits (38,886) 4,963 (294,034) 
Net increase in certificates of deposits (4,260) 2,460 (32,212) 
Net decrease in borrowings (other than subordinated borrowings) (74) (976) (560) 
Net decrease in due from banks (other than the Bank of Japan) 148 31 1,119 
Net increase in call loan and others 88,058 (2,979) 665,845 
Net decrease in call money and bills sold 1,732 (11,099) 13,096 
Net increase in foreign exchange (assets) (51) (496) (386) 
Net increase in foreign exchange (liabilities) 55 14 416 
Interest and dividends received 40,763 40,890 308,227 
Interest paid (4,433) (5,292) (33,520) 
Other, net 34 (713) 257 

Subtotal 82,171 32,084 621,331 
Income taxes paid (427) (1,694) (3,229) 
Net cash provided by operating activities 81,744 30,389 618,102 
Cash flows from investing activities:    
Expenditures on purchases of securities (653,125) (475,456) (4,938,563) 
Proceeds from sales of securities 402,372 277,912 3,042,510 
Proceeds from redemption of securities 260,877 119,103 1,972,605 
Decrease in money held in trust  – 204 – 
Expenditures on purchases of premises and equipment (5,224) (5,074) (39,501) 
Proceeds from sales of premises and equipment 668 548 5,051 
Net cash provided by (used in) investing activities 5,568 (82,761) 42,102 
Cash flows from financing activities:    
Repayment of subordinated borrowings (1,000) – (7,561) 
Proceeds from issuance of subordinated bond and convertible bond – 1,284 – 
Dividends paid (1,137) (1,137) (8,597) 
Dividends paid to minority shareholders 0 0 0 
Expenditures on purchases of treasury stock (19) (19) (144) 
Proceeds from sale of treasury stocks 7 19 53 
Net cash provided by (used in) financing activities (2,150) 145 (16,257) 
Translation adjustments of cash and cash equivalents 21 25 159 
(Decrease) increase in cash and cash equivalents 85,184 (52,200) 644,113 
Cash and cash equivalents at beginning of the year 34,016 86,217 257,210 
Cash and cash equivalents at end of the year ¥ 119,200 ¥   34,016 $    901,323 
 
 
See accompanying notes to consolidated financial statements. 



 
 

Notes to Consolidated Financial Statements 
 
 
 

 

1.  Basis of Presentation 
 
The Hokuetsu Bank, Ltd. (the “Bank”) maintains its accounting records and prepares its 
consolidated financial statements in accordance with accounting principles and practices 
generally accepted and applied in Japan, the Commercial Code of Japan and the Banking 
Law of Japan.  The accompanying consolidated financial statements have been compiled 
from the consolidated financial statements filed with the Prime Minister as required by the 
Securities and Exchange Law of Japan.  Accordingly, the accompanying 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 and applied in countries and jurisdictions other than Japan. 
 
For the convenience of readers outside Japan, certain items presented in the original 
consolidated financial statements have been reclassified and rearranged to conform to the 
current year’s presentation. 
 
As permitted by the Securities and Exchange Law, amounts of less than one million yen 
have been omitted.  As a result, the totals shown in the accompanying consolidated 
financial statements (both in yen and U.S. dollars) do not necessarily agree with the sum of 
the individual amounts. 
 
 
2.  Summary of Significant Accounting Policies 
 
(a) Principles of Consolidation 
 
 The Bank has consolidated all its subsidiaries.  The consolidated financial statements 

include the accounts of the Bank and eight of its consolidated subsidiaries. 
 
 All significant intercompany accounts and transactions have been eliminated in 

consolidation. 
 
 The balance sheet date of all the consolidated subsidiaries is March 31. 
 
(b) Trading Account Securities 
 
 Trading securities purchased for trading purpose are stated market value at the fiscal 

year end, cost being determined by principally the moving average method. 



 
 

Notes to Consolidated Financial Statements (continued) 
 
 

 

2.  Summary of Significant Accounting Policies (continued) 
 
(c) Securities 
 
 Securities are classified into four categories:  trading, held-to-maturity bonds, equity 

securities of subsidiaries and affiliates or other securities (securities available for sale).  
Trading securities are carried at market value and held-to-maturity bonds are carried at 
amortized cost.  Equity securities of subsidiaries and affiliates are stated at cost.  
Marketable securities classified as securities available for sale are carried at market 
value with charges in unrealized holding gain or loss, net of the applicable income 
taxes, included directly in shareholders’ equity.  Non-marketable securities classified 
as securities available for sale are carried at cost.  Cost of securities sold is 
determined by the moving average method. 

 
(d) Derivatives 
 
 Derivatives are stated at market value. 
 
(e) Foreign Exchange Accounting 
 
 Foreign-currency-denominated assets and liabilities, are translated into yen equivalents, 

primarily at the exchange rates prevailing at the balance sheet date.  In the prior year, 
the Bank adopted a “New Foreign Exchange Accounting Standard,” pursuant to 
“Temporary Auditing Treatment for Continuous Application of the ‘New Foreign 
Exchange Accounting Standard’ in the Banking Industry” (the Japanese Institute of 
Certified Public Accountants, “JICPA,” April 10, 2000).  However, effective the year 
ended March 31, 2002, the Bank has adopted a revised accounting standard for foreign 
currency transactions (“Opinion Report Concerning Amendment of Accounting 
Standards Applied for Foreign Currency Transactions,” issued by the Business 
Accounting Deliberation Council, October 22, 1999), except for the accounting 
treatment stipulated in “Temporary Treatment of Accounting and Auditing Concerning 
Accounting for Foreign Currency Transactions in the Banking Industry” (JICPA 
Industry Audit Committee, Report No. 20).  The impact of this change to the 
consolidated financial statements was nil. 

 
 For funding-related swaps, the Bank reports the net yen equivalents of the notional 

principal amounts translated at the exchange rate prevailing at the balance sheet date in 
accordance with Report No. 20 of the JICPA Industry Audit Committee.  The 
difference between the spot and the forward rates, which reflects the interest rate gap 
between the different currencies, is reported in the consolidated statement of operations 
on an accrual basis over the period from the spot settlement date to the forward 
settlement date. 



 
 

Notes to Consolidated Financial Statements (continued) 
 
 

 

2.  Summary of Significant Accounting Policies (continued) 
 
(e) Foreign Exchange Accounting (continued) 
 
 Funding-related swaps are foreign exchange swaps executed for the purpose of raising 

and investing funds in different currencies.  The Bank records the notional principal 
amounts of the funds as spot exchange purchased or spot exchange sold, with the 
notional principal amounts plus the interest income or interest expense as of the 
maturity dates being recorded as forward foreign exchange purchased or forward 
foreign exchange sold. 

 
 For cross currency swaps, which meet the criteria indicated in Report No. 20 of the 

JICPA Industry Audit Committee, the Bank reports, the net yen equivalents, translated 
at the exchange rates prevailing at the balance sheet date, of the notional principal 
amounts, with the related interest income and interest expense being accrued and 
reported in the consolidated statement of operations.  The cross currency swaps 
mentioned above are entered into by the Bank for the purpose of raising and investing 
funds in different currencies.  The notional principal amounts paid or received at the 
valuation date correspond to the notional principal amounts to be received or paid at 
the maturity of the swap agreements, and the swap rates used for calculating the 
principal and interest amounts of the swaps are considered reasonable (including cross 
currency swaps whose principal amounts in one currency are updated at the reset dates 
to reflect the spot exchange rate as of the reset dates and, thus, the notional principal 
amounts at the spot exchange and the forward exchange rate are identical in each reset 
period). 

 
(f) Depreciation of Premises and Equipment 
 

(1) Premises and Equipment 
 
 Depreciation of the Bank’s premises and equipment is determined by the 

declining-balance method based on the estimated useful lives of the respective 
assets, and other assets are depreciated by the straight-line method over twenty 
years. 

 
 The estimated useful lives principally applied is as follows: 
 

 Buildings 10 to 50 years 
 Personal estates 3 to 15 years 

 
 Until the year ended March 31, 2001, the estimated useful lives of the Bank’s 

electric computers is 6 years. Effective as of April 1, 2001, the estimated useful 
lives of personal computers (except for the server computers) were changed to 4 
years and the estimated useful lives of other computers were changed to 5 years. 

 
 The effect of the adoption of this new standard was immaterial. 



 
 

Notes to Consolidated Financial Statements (continued) 
 
 

 

2.  Summary of Significant Accounting Policies (continued) 
 
(f) Depreciation of Premises and Equipment (continued) 
 

 Depreciation of premises and equipment owned by the consolidated subsidiaries is 
mainly determined by the declining-balance method over the estimated useful lives 
of the respective assets. 

 
 Depreciation of leased assets held by the consolidated subsidiaries is calculated by 

the straight-line method over the term of each lease. 
 

(2) Software 
 
 Depreciation of the Bank’s software which are used in-house is determined by the 

straight-line method based on the estimated useful lives which is applied by the 
Bank and consolidated subsidiaries (the estimated useful lives is mainly 5 years). 

 
(g) Reserve for Possible Loan Losses 
 
 The Bank provided a reserve for possible loan losses as detailed below, in accordance 

with the internal rules for providing reserves for possible loan losses: 
 
 For claims to debtors who are legally bankrupt (due to bankruptcy, special clearance, 

etc.) or who are deemed substantially bankrupt, a reserve is provided based on the 
amount of claims net of the amounts expected to be collected through the disposal of 
collateral or by execution of guarantees. 

 
 For claims to debtors who are not currently bankrupt but are likely to become bankrupt, 

the reserve is provided based on the amount considered to be necessary as a result of an 
overall solvency assessment, out of the amount of the claims net of the amounts 
expected to be collected through the disposal of collateral or by execution of 
guarantees.  For other claims, a reserve is provided based on historical loan-loss 
experience. 

 
 No specific overseas loans existed at March 31, 2002 and 2001. 
 
 All claims are assessed by the Bank’s Sales Department based on the Bank’s internal 

rules for self-assessment of asset quality.  The Bank’s Asset Appraisal Department, 
which is independent from Sales Department, subsequently conducts audits of these 
assessments, and the reserve is provided based on their audit results. 

 
 For collateralized or guaranteed claims to debtors who are legally bankrupt or 

substantially bankrupt, the amount of claims exceeding the estimated value of the 
collateral or guarantees which is deemed uncollectible has been charged off in the 
aggregate amount of ¥60,879 million ($460,333 thousand). 



 
 

Notes to Consolidated Financial Statements (continued) 
 
 

 

2.  Summary of Significant Accounting Policies (continued) 
 
(g) Reserve for Possible Loan Losses (continued) 
 
 The general reserve for possible loan losses of consolidated subsidiaries is provided 

based on historical loan-loss experience.  In addition, the specific reserve for possible 
loan losses of consolidated subsidiaries is provided based on the amount determined 
mainly based on an estimate of the collectibility of individual receivables based on the 
financial position of the debtors for claims to debtors who are not currently bankrupt 
but are likely to become bankrupt. 

 
(h) Accrued Bonus 
 
 The allowance for employees’ bonuses represents a provision for the future payment of 

employees’ bonuses.  The allowance is provided at the amounts which is expected to 
be paid.  The amount of the current year’s allowance is calculated based on the 
amount which belong to the current fiscal period. 

 
 Until the year ended March 31, 2001, accrued bonus to employees had been included 

in the account of other liabilities in consolidated balance sheets. 
 
 Effective April 1, 2001, the Bank discloses them independently as the account of 

accrued bonuses in consolidated balance sheets in accordance with the Research Center 
Deliberation Information Reports No. 15, “Disclosure of Employees’ Accrued Bonus 
in financial Statements” issued by JICPA. 

 
 Due to this change, accrued bonuses and other liabilities were each ¥921 million 

($6,964 thousand) lower, compared with amounts calculated by the previous method, 
at March 31, 2002. 

 
(i) Retirement Benefits 
 
 Reserve for retirement allowance for employees at March 31, 2002 and 2001, have 

been provided mainly at an amount calculated based on the retirement benefit 
obligation and the fair value of the pension plan assets as of March 31, 2002 and 2001. 

 
 Transition difference, amounted to ¥8,958 million ($67,735 thousand), is amortized by 

the straight-line method over 10 years. 
 
 Actuarial gain and loss amortized in the each year following the year in which the gain 

or loss is recognized primarily by the straight-line method over the period (15 years) 
that is shorter than the average remaining years of service of the employees. 



 
 

Notes to Consolidated Financial Statements (continued) 
 
 

 

2.  Summary of Significant Accounting Policies (continued) 
 
(j) Reserve for Losses on Sales of Loans Secured by Real Estate 
 
 A reserve for possible losses on sales of loans secured by real estate after consideration 

of the value of the collateral of the loans sold to the Cooperative Credit Purchasing 
Company, Limited has been provided. 

 
(k) Leases 
 
 Non-cancelable lease transactions of the Bank and the consolidated subsidiaries are 

accounted for as operating leases regardless of whether such leases are classified as 
operating or finance leases, except that lease agreements which are deemed to transfer 
of ownership of the leased property to the lessee are accounted for as finance leases. 

 
(l) Consumption Tax 
 
 Transactions are recorded at amounts exclusive of consumption tax and local 

consumption tax. 
 
(m) Appropriation of Retained Earnings 
 
 Cash dividends and bonuses to the directors and corporate auditors are recorded in the 

fiscal year in which the proposed appropriations of retained earnings are approved by 
the Board of Directors and/or at the general meeting of the stockholders. 

 
(n) Definition of Cash and Cash Equivalents 
 
 Cash and cash equivalents are defined as those amounts of cash and deposits to the 

Bank of Japan included in cash and due from banks.  The reconciliation of the cash 
and due from banks in the consolidated balance sheets to the cash and cash equivalents 
at March 31, 2002 and 2001 were as follows: 

 
 2002 2001 2002 
 (Millions of yen) (Thousands of 

U.S. dollars) 

Cash and due from banks ¥119,856 ¥34,819 $906,284 
Time deposits (130) (280) (983) 
Current deposits (106) (195) (802) 
Ordinary deposits (347) (180) (2,624) 
Special deposits (2) (4) (15) 
Postal savings (68) (122) (514) 
Foreign currency deposits – (20) – 
Cash and cash equivalents ¥119,200 ¥34,016 $901,323 

 



 
 

Notes to Consolidated Financial Statements (continued) 
 
 

 

3.  U.S. Dollar Amounts 
 
Amounts in U.S. dollars are translated from Japanese yen, solely for convenience, at 
¥132.25 = U.S.$1.00, the exchange rate prevailing on March 31, 2002. 
 
 
4.  Loans and Bills Discounted 
 
Loans to borrowers under bankruptcy procedures and delinquent loans totaled ¥10,311 
million ($77,966 thousand) and ¥87,256 million ($659,781 thousand), respectively, at 
March 31, 2002, and ¥8,631 million and ¥84,399 million, respectively, at March 31, 2001.  
A loan is placed on non-accrual status when substantial doubt as to the collectibility of its 
principal and interest is judged to exist, if payment is past due for a certain period of time, 
or for other reasons. 
 
Loans to borrowers in bankruptcy represent non-accrual loans, after the charge-offs of loans 
deemed uncollectible, to borrowers who are legally bankrupt as defined in Article 96, 
Paragraph 1, Subparagraphs 3 and 4 of Enforcement Ordinance of the Corporation Income 
Tax Law. 
 
Delinquent loans are non-accrual loans other than loans to borrowers in bankruptcy or loans 
on which interest payments have been deferred in order to assist the restructuring of the 
borrowers. 
 
Loans past due for 3 months or more totaled ¥673 million ($5,089 thousand) and ¥465 
million at March 31, 2002 and 2001, respectively.  Loans past due for 3 months or more 
are those whose principal or interest payments are 3 months or more past due but are not 
included in loans to borrower under bankruptcy procedures or delinquent loans. 
 
Restructured loans totaled ¥14,509 million ($109,709 thousand) and ¥21,866 million at 
March 31, 2002 and 2001, respectively.  Restructured loans are those on which the Bank 
has granted certain concessions, such as a reduction of the contractual interest rate or 
principal amount or a deferral of interest/principal payments, in order to assist the 
restructuring of the borrowers.  Excluded from restructured loans are loans to borrowers 
under bankruptcy procedures, other non-accrual loans, and loans past due for 3 months or 
more. 
 
The total of loans to borrowers under bankruptcy procedures, other non-accrual loans, loans 
past due for 3 months or more and restructured loans amounted to ¥112,750 million 
($852,552 thousand) and ¥115,362 million at March 31, 2002 and 2001, respectively. 
 
The face value of banker’s acceptance bills, commercial bills and documentary bills 
acquired at a discount was ¥48,996 million ($370,480 thousand) and ¥69,030 million as of 
March 31, 2002 and 2001, respectively. 
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4.  Loans and Bills Discounted (continued) 
 
Agreements for overdraft and loan commitment line are those the Bank loans to customers 
within credit line by customer’s request.  At March 31, 2002, the amount of outstanding 
credit lines, which agreements are cancelable unconditionally and original agreement 
periods are within a year, was ¥466,906 million ($3,530,480 thousand).  Most agreements 
will be expired without customers’ request for loan.  Therefore, outstanding credit lines 
are not necessarily to effect on future cash flows of the Bank and the consolidated 
subsidiaries. 
 
 
5.  Pledged Assets 
 
Pledged assets and liabilities related to pledged assets as of March 31, 2002 and 2001 were 
summarized as follows: 
 
 2002 2001 2002 
 (Millions of yen) (Thousands of 

U.S. dollars) 
Pledged assets:    

Securities ¥22,911 ¥34,450 $173,240 
Receivables from lease agreement 8,307 9,162 62,813 

Liabilities related to the above pledged assets:    
Deposits ¥  4,669 ¥  4,890 $  35,304 
Borrowed money 8,208 10,331 62,064 

 
In addition, securities totaling ¥44,745 million ($338,336 thousand) were pledged as 
collateral for settlement of exchange and futures transactions. 
 
 
6.  Premises and Equipment 
 
Accumulated depreciation of premises and equipment was ¥54,530 million ($412,325 
thousand) and ¥53,263 million at March 31, 2002 and 2001, respectively. 
 
In accordance with the Law Concerning the Revaluation of Land, the Bank has revalued its 
land held for operations at March 31,1998. Due to a revision to the Law enacted on March 
31, 1999, the resulting land valuation differences, which were recorded in liabilities at 
March 31, 1999, have been included in shareholders’ equity at an amount, net of the tax 
effect, at March 31, 2002 and 2001.  The corresponding income taxes have been included 
in liabilities at March 31, 2002 and 2001 as “Deferred Income Taxes for Revaluation.” 
 
The difference between the market value and the book value of the land after revaluation 
was ¥6,307 million ($47,690 thousand) and ¥5,011 million at March 31, 2002 and 2001, 
respectively. 



 
 

Notes to Consolidated Financial Statements (continued) 
 
 

 

7. Borrowed Money 
 
Subordinated borrowed money of ¥16,500 million ($124,764 thousand) and ¥17,500 
million in the aggregate at March 31, 2002 and 2001, respectively, have been included in 
Borrowed Money. 

 
8. Bonds 
 
Bonds at March 31, 2002 consisted of the following: 
 

 
(Millions of 

yen) 
(Thousands of 
U.S. dollars) 

The Hokuetsu Bank, Ltd.:   
2.90% subordinate bond, payable in yen, 
due 2010 ¥1,300 $9,830 

 
9. Write-Off 
 
Writing off of loans totaled ¥20,264 million ($153,225 thousand) and writing off of stocks 
totaled ¥5,705 million ($43,138 thousand) were included in the account of other expenses 
at March 31, 2002, respectively. 

 
10. Leases 
 
(1) Lessors 
 
 The following pro forma amounts represent the acquisition costs, accumulated 

depreciation and net book value of the leased assets as of March 31, 2002 and 2001, 
which would have been reflected in the balance sheet if finance lease accounting had 
been applied to the finance leases currently accounted for as operating leases: 

 
 2002 2001 2002 
 (Millions of yen) (Thousand of 

U.S. dollars) 

Acquisition costs ¥20,970 ¥24,642 $158,563 
Accumulated depreciation 10,260 12,131 77,580 
Net book value ¥10,710 ¥12,510 $  80,983 

 
 Lease income relating to finance leases accounted for as operating leases amounted to 

¥4,194 million ($31,713 thousand) and ¥4,997 million for the years ended March 31, 
2002 and 2001, respectively.  The depreciation expense of leased assets amounted to 
¥3,541 million ($26,775 thousand) and ¥4,124 million for the years ended March 31, 
2002 and 2001, respectively. 
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10. Leases (continued) 
 
(1) Lessors (continued) 
 
 Interest income relating to finance lease transactions is calculated by the interest 

method over the respective lease terms, and amounted to ¥668 million ($5,051 
thousand) and ¥906 million for the years ended March 31, 2002 and 2001, 
respectively. 

 
 Future minimum lease income subsequent to March 31, 2002 for finance lease 

transactions accounted for as operating leases is summarized as follows: 
 

Year ending March 31, 
(Millions of 

yen) 
(Thousands of 
U.S. dollars) 

2003 ¥  3,133 $23,690 
2004 and thereafter 8,214 62,110 
Total ¥11,347 $85,800 

 
(2) Lessees 
 
 The following pro forma amounts represent the acquisition costs, accumulated 

depreciation and net book value of the leased assets as of March 31, 2002 and 2001, 
which would have been reflected in the balance sheet if finance lease accounting had 
been applied to the finance leases currently accounted for as operating leases: 

 
 2002 2001 2002 
 (Millions of yen) (Thousand of 

U.S. dollars) 

Acquisition costs ¥18 ¥7 $136 
Accumulated depreciation 5 3 38 
Net book value ¥13 ¥4 $  98 

 
 Lease payments relating to finance leases accounted for as operating leases amounted 

to ¥3 million ($23 thousand) and ¥2 million for the years ended March 31, 2002 and 
2001, respectively.  The depreciation expense of leased assets was computed by the 
straight-line method over the respective lease terms, with scrap values of zero, and 
amounted to ¥3 million ($23 thousand) and ¥2 million for the years ended March 31, 
2002 and 2001, respectively. 
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10. Leases (continued) 
 
(2) Lessees (continued) 
 
 Interest expense relating to finance lease transactions is calculated by the interest 

method over the respective lease terms, and there was no interest expense for the year 
ended March 31, 2002. 

 
 Future minimum lease payments subsequent to March 31, 2002 for finance lease 

transactions accounted for as operating leases is summarized as follows: 
 

Year ending March 31, 
(Millions of 

yen) 
(Thousands of 
U.S. dollars) 

2003 ¥  2 $15 
2004 and thereafter 10 76 
Total ¥13 $98 

 
 
11. Trading Account Securities 
 
Information regarding trading account securities as of March 31, 2002 is as follows: 
 

 
(Millions of 

yen) 
(Thousands of 
U.S. dollars) 

Trading account securities ¥446 $3,372 
Realized gain (1) (8) 

 
 
12. Securities 
 
Information regarding marketable securities classified as held-to-maturity debt securities 
and other securities as of March 31, 2002 is as follows: 
 
Marketable held-to-maturity debt securities 
 
None. 
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12. Securities (continued) 
 
Marketable other securities 
 
 Acquisition 

cost 
Carrying 

value 
Unrealized 
gain (loss) 

Acquisition 
cost 

Carrying 
value 

Unrealized 
gain (loss) 

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

Stock  ¥ 28,934  ¥ 30,844 ¥1,910 $   218,783 $   233,225 $14,442 
Debt securities:       

National 
government 
bonds 264,987 266,461 1,473 2,003,682 2,014,828 11,138 

Local government 
bonds 98,693 99,740 1,046 746,261 754,178 7,909 

Corporate bonds 32,232 32,877 644 243,720 248,597 4,870 
Subtotal 395,914 399,079 3,165 2,993,679 3,017,611 23,932 

Other 55,798 55,456 (341) 421,913 419,327 (2,578) 
Total  ¥ 480,647  ¥ 485,381 ¥4,734 $3,634,382 $3,670,178 $35,796 
 
Carrying values are carried at market value as of March 31, 2002. 
 
The Bank wrote off stocks of marketable other securities amounted to ¥5,705 million 
($43,138 thousand) and yen-denominated bond issued by nonresident. They were included 
in other of marketable other securities amounted to ¥234 million ($1,769 thousand) as of 
March 31, 2002. 
 
The Bank judges “current prices fell remarkably” when the current price at the end of year 
falls 30% or more compared with book value. The Bank judges the recovery possibility of 
the current price of stocks of each brand and write off the stocks which was judged that 
current price fell remarkably. 
 
Sales of securities classified as held-to-maturity debt securities amounted to ¥20,090 
million ($151,909 thousand) with the cost of ¥20,109 million ($152,053 thousand) and loss 
of ¥19 million ($144 thousand), respectively, for the year ended March 31, 2002.  These 
securities were sold off in order to make a credit risk reduced. 
 
Sales of securities classified as other securities amounted to ¥402,372 million ($3,042,510 
thousand) with aggregate gain and loss of ¥9,816 million ($74,223 thousand) and ¥1,616 
million ($12,219 thousand), respectively, for the year ended March 31, 2002. 
 
For the year ended March 31, 2002, the Bank sold off marketable held-to-maturity debt 
securities amounted to ¥29,764 million ($225,059 thousand) before the maturity date. The 
Bank reclassified the securities as other securities from held-to-maturity debt securities for 
the year ended March 31, 2002. 
 
Due to this change, unrealized gain from re-evaluation of land held for use increased to 
¥441 million ($3,335 thousand) compared with the amounts calculated by the previous 
method at March 31, 2002. 
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12. Securities (continued) 
 
¥257 million ($1,943 thousand) which has deducted deferred income taxes for evaluation 
of ¥184 million ($1,391 thousand) was included in the account of unrealized holding gain 
on securities. 
 
The redemption schedule for securities with maturities classified as other securities and 
held-to-maturity debt securities as of March 31, 2002 is as follows: 
 

 
Due in one 
year or less 

Due after 
one year 

through five 
years 

Due after 
five years 

through ten 
years 

Due after 
ten years 

 (Millions of yen) 

National government bonds ¥25,370 ¥161,588 ¥  4,287 ¥75,214 
Local government bonds 12,899 59,900 26,939 – 
Corporate bonds 14,219 20,920 2,663 39 
Other 9,581 24,860 17,530 83 
Total ¥62,071 ¥267,269 ¥51,421 ¥75,338 
 

 
Due in one 
year or less 

Due after 
one year 

through five 
years 

Due after 
five years 

through ten 
years 

Due after 
ten years 

 (Thousands of U.S. dollars) 

National government bonds $191,834 $1,221,837 $  32,416 $568,726 
Local government bonds 97,535 452,930 203,698 – 
Corporate bonds 107,516 158,185 20,136 295 
Other 72,446 187,977 132,552 628 
Total $469,346 $2,020,938 $388,817 $569,664 
 
Information regarding marketable securities classified as held-to-maturity debt securities 
and other securities as of March 31, 2001 is as follows: 
 
Marketable held-to-maturity debt securities 
 
 Carrying 

value 
Estimated fair 

value 
Unrealized 
gain (loss) 

 (Millions of yen) 

National government bonds  ¥ –  ¥ –  ¥ – 
Local government bonds 14,766 15,436 669 
Corporate bonds – – – 
Other 34,514 34,719 205 
Total  ¥ 49,281  ¥ 50,155  ¥ 874 
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12. Securities (continued) 
 
Marketable other securities 
 
 Acquisition 

cost 
Carrying 

value 
Unrealized 
gain (loss) 

 (Millions of yen) 

Stock  ¥ 39,431  ¥ 43,611  ¥ 4,179 
Debt securities:    

National government bonds 164,892 168,604 3,711 
Local government bonds 97,110 100,122 3,011 
Corporate bonds 87,084 89,899 2,814 
Subtotal 349,088 358,626 9,537 

Other 48,274 49,103 828 
Total  ¥ 436,795  ¥ 451,341  ¥ 14,545 
 
Sales of securities classified as other securities amounted to ¥277,912 million with 
aggregate gain and loss of ¥2,744 million and ¥438 million, respectively, for the year ended 
March 31, 2001. 
 
The redemption schedule for securities with maturities classified as other securities and 
held-to-maturity debt securities as of March 31, 2001 is as follows: 
 

 
Due in one 
year or less 

Due after 
one year 

through five 
years 

Due after 
five years 

through ten 
years 

Due after 
ten years 

 (Millions of yen) 

National government bonds ¥20,299 ¥109,060 ¥  37,244 ¥2,000 
Local government bonds 9,339 42,470 62,573 506 
Corporate bonds 10,427 68,290 17,366 40 
Other 2,172 28,846 36,611 1,999 
Total ¥42,238 ¥248,666 ¥153,796 ¥4,546 
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13. Derivatives 
 
(1) Interest Rate-Related Transactions 
 
 None. 
 
(2) Currency-Related Transactions 
 

 March 31, 2002 

 
Notional 
amounts Fair value 

Unrealized 
gain (loss) 

Notional 
amounts Fair value 

Unrealized 
gain (loss) 

 (Millions of yen) (Thousand of U.S. dollars) 
Over the counter:       
Currency swaps:       

US$ settlements ¥29,315 ¥(3,939) ¥(3,939) $221,664 $(29,784) $(29,784) 
 
 Forward foreign exchange and currency options whose gains or losses were realized at 

the year-end and accounted for in the consolidated statements of operations or 
reflected in the consolidated balance sheets or eliminated as intercompany transactions 
are not included in these amounts.  The contracts amount of currency-related 
transactions whose gains or losses were realized are as follows: 

 
March 31, 2002  

Notional amounts 
 (Millions of 

yen) 
(Thousands of 
U.S. dollars) 

Over-the-counter:   
Forward foreign exchange contracts:   

Sell ¥2,236 $16,907 
Buy 2,004 15,153 

Currency portion:   
Sell ¥7,475 $56,522 
Buy 7,475 56,522 

 
 There were no other currency-related transactions. 
 
(3) Stock-Related Transactions 
 
 None. 
 
(4) Bond-Related Transactions 
 
 None. 
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13. Derivatives (continued) 
 
(5) Commodity-Related Transactions 
 
 None. 
 
(6) Credit Derivative Transactions 
 
 None. 
 
Summarized below are the notional amounts and estimated fair value of the derivative 
transactions outstanding at March 31, 2001: 
 
(1) Interest Rate-Related Transactions 
 

 March 31, 2001 

 
National 
amounts Fair value 

Unrealized 
gain (loss) 

 (Millions of yen) 
Over the counter:    
Interest rate swaps:    
Receive floating/pay fixed ¥702 ¥(15) ¥(15) 

 
(2) Currency-Related Transactions 
 

 March 31, 2001 

 
National 
amounts Fair value 

Unrealized 
gain (loss) 

 (Millions of yen) 
Over the counter:    
Currency swaps:    
US$ settlements ¥28,497 ¥(3,154) ¥(3,154) 

 
 Forward foreign exchange and currency options whose gains or losses were realized at 

the year-end and accounted for in the consolidated statements of operations or 
reflected in the consolidated balance sheets or eliminated as intercompany transactions 
are not included in these amounts.  The contracts amount of currency-related 
transactions whose gains or losses were realized are as follows: 

 
March 31, 2001 

 Notional amounts 
 (Millions of yen) 
Over-the-counter:  
Forward foreign exchange contracts:  

Sell ¥1,998 
Buy 2,114 

 
 There were no other currency-related transactions. 
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13. Derivatives (continued) 
 
(3) Stock-Related Transactions 
 
 None. 
 
(4) Bond-Related Transactions 
 
 None. 
 
(5) Commodity-Related Transactions 
 
 None. 
 
(6) Credit Derivative Transactions 
 
 None. 
 
 
14. Deferred Taxes 
 
The major components of deferred tax assets and liabilities at March 31, 2002 and 2001 are 
summarized as follows: 
 
 2002 2001 2002 
 (Millions of yen) (Thousand of 

U.S. dollars) 
Deferred tax assets:    

Reserve for possible loan losses ¥30,063 ¥20,675 $227,319 
Accrued retirement benefits 2,345 2,031 17,732 
Depreciation 1,068 1,073 8,076 
Devaluation on securities 988 1,070 7,471 
Net operating loss carryforwards 670 875 5,066 
Unrealized holding loss on securities 9 1,368 68 
Other 1,289 1,496 9,747 

Subtotal:  deferred tax assets 36,435 28,591 275,501 
Allowance (328) – (2,480) 

Total:  deferred tax assets 36,106 28,591 273,013 

Deferred tax liabilities:    
Unrealized holding gain on securities (1,983) (7,433) (14,994) 
Other (212) (180) (1,603) 

Total:  deferred tax liabilities (2,196) (7,614) (16,605) 
Net deferred tax assets ¥33,910 ¥20,977 $256,408 
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14.  Deferred Taxes (continued) 
 
Difference between the statutory tax rates and effective tax rates reflected in the 
consolidated statements of operations for the year ended March 31, 2002 was less than 5% 
and, accordingly, no break down of major items was presented. 
 
Breakdown of major items causing a major difference between the statutory tax rates and 
effective tax rates reflected in the consolidated statements of operations for the year ended 
March 31, 2001 were as follows:  
 2001 

Statutory tax rate 41.7% 
(Adjustments)  
Deficit of consolidated companies excluded from the calculation  
of deferred income tax assets – 

Liquidation of subsidiaries in deficit (17.1) 
Entertainment expense and other nondeductible items 1.7 
Dividend and other exclusive items (4.0) 
Deferred income assets for prior years (2.2) 
Other (0.4) 
Effective tax rate 19.7% 

 
15.  Retirement Benefit Plans 
 
The Bank and Hokuetsu System Development K.K., a consolidated subsidiary, have 
defined benefit plans, i.e., welfare pension fund plans and lump-sum payment plans.  In 
addition, other consolidated subsidiaries have defined benefit plans and lump-sum payment 
plans. 
 
The following table sets forth the funded and accrued status of the plans, and the amounts 
recognized in the consolidated balance sheet as of March 31, 2002 and 2001 for the 
Company’s and the consolidated subsidiaries’ defined benefit plans: 
 
 2002 2001 2002 
 (Millions of yen) (Thousand of 

U.S. dollars) 

Retirement benefit obligation ¥(37,964) ¥(34,439) $(287,062) 
Plan assets at fair value 18,289 18,613 138,291 
Unfunded retirement benefit obligation (19,675) (15,826) (148,771) 
Unrecognized net retirement benefit 
obligation at transition 7,167 8,063 54,193 

Unrecognized actuarial gain or loss 5,096 844 38,533 
Unrecognized prior service cost – – – 
Net retirement benefit obligation (7,412) (6,918) (56,045) 
Prepaid pension cost 8 – 60 
Accrued retirement benefits ¥  (7,420) ¥  (6,918) $  (56,106) 
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15. Retirement Benefit Plans (continued) 
 
The government-sponsored portion of the benefits under the welfare pension fund plans has 
been included in the amounts shown in the above table. 
 
The components of retirement benefit expenses for the year ended March 31, 2002 and 
2001 are outlined as follows: 
 
 2002 2001 2002 
 (Millions of yen) (Thousand of 

U.S. dollars) 

Service cost ¥   907 ¥1,043 $  6,858 
Interest cost 1,204 1,214 9,104 
Expected return on plan assets (651) (687) (4,922) 
Amortization of net retirement benefit 
obligation at transition 895 895 6,767 

Amortization of actuarial gain or loss 56 – 423 
Amortization of prior service cost – – – 
Other 150 138 1,134 
Total retirement benefit expenses ¥2,564 ¥2,605 $19,388 
 
The assumptions used in accounting for the above plans were as follows: 
 

 2002 2001 

Discount rate 3.0% 3.5% 
Expected return on plan assets 3.0% 3.5% 
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16. Segment Information 
 
(1) Business Segment Information 
 
 The Bank addresses the major markets through three business segments, its 

commercial banking business, its leasing business and its credit guarantee in the fiscal 
years ended March 31, 2002 and 2001. 

 
 Year ended March 31, 2002 

 
Commercial 

banking Leasing 
Credit 

guarantee Other 
Combined 

total 

Eliminations 
or 

corporate 
Consoli- 

dated 
 (Millions of yen) 
I. Total income        

(1) Customers  ¥ 54,066  ¥ 6,749  ¥ 345  ¥ 1,978  ¥ 63,140  ¥ –  ¥ 63,140 
(2) Intersegment 233 1,068 571 257 2,132 (2,132) – 
 54,300 7,818 917 2,236 65,272 (2,132) 63,140 
Total expenses 73,611 7,859 1,001 1,831 84,304 (2,123) 82,180 
Ordinary profit 

(loss) 
 
 ¥ (19,310) 

 
 ¥ (41) 

 
 ¥ (83) 

 
 ¥ 404 

 
 ¥ (19,031) 

 
 ¥ (8) 

 
 ¥ (19,040) 

II. Assets, 
depreciation and 
capital 
expenditures        

Assets  ¥ 1,899,942  ¥ 20,929  ¥ 2,327  ¥ 5,061  ¥ 1,928,261  ¥ (12,429)  ¥ 1,915,832 
Depreciation 1,446 4,778 5 19 6,250 – 6,250 
Capital 

expenditures 565 4,784 0 4 5,355 – 5,355 
 

 Year ended March 31, 2002 

 
Commercial 

banking Leasing 
Credit 

guarantee Other 
Combined 

total 

Eliminations 
or 

corporate 
Consoli- 

dated 
 (Thousands of U.S. dollars) 

I. Total income        
(1) Customers  $ 408,817  $ 51,032  $ 2,609  $ 14,957  $ 477,429  $ –  $ 477,429 
(2) Intersegment 1,762 8,076 4,318 1,943 16,121 (16,121) – 
 410,586 59,115 6,934 16,907 493,550 (16,121) 477,429 
Total expenses 556,605 59,425 7,569 13,845 637,459 (16,053) 621,399 
Ordinary profit 

(loss) 
 
$ (146,011) 

 
 $ (310) 

 
 $ (628) 

 
 $ 3,055 

 
 $ (143,902) 

 
 $ (60) 

 
 $ (143,970) 

II. Assets, 
depreciation and 
capital 
expenditures        

Assets  $ 14,366,291  $ 158,253  $ 17,595  $ 38,268  $ 14,580,423  $ (93,981)  $ 14,486,442 
Depreciation 10,934 36,129 38 144 47,259 – 47,259 
Capital 

expenditures 4,272 36,174 0 30 40,491 – 40,491 
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16. Segment Information (continued) 
 
(1) Business Segment Information (continued) 
 

 Year ended March 31, 2001 

 
Commercial 

banking Leasing 
Credit 

guarantee Other 
Combined 

total 

Eliminations 
or 

corporate 
Consoli- 

dated 
 (Millions of yen) 
I. Total income        

(1) Customers  ¥ 50,558  ¥ 6,976  ¥ 293  ¥ 1,258  ¥ 59,086  ¥ –  ¥ 59,086 
(2) Intersegment 241 889 520 158 1,809 (1,809) – 
 50,799 7,865 814 1,416 60,895 (1,809) 59,086 
Total expenses 47,656 7,633 672 1,306 57,269 (1,554) 55,714 
Ordinary profit 

(loss) 
 
 ¥ 3,143 

 
 ¥ 232 

 
 ¥ 141 

 
 ¥ 109 

 
 ¥ 3,626 

 
 ¥ (254) 

 
 ¥ 3,371 

II. Assets, 
depreciation and 
capital 
expenditures        

Assets  ¥ 1,967,687  ¥ 22,359  ¥ 2,581  ¥ 2,976  ¥ 1,995,605  ¥ (14,229)  ¥ 1,981,375 
Depreciation 1,677 4,987 10 21 6,696 – 6,696 
Capital 

expenditures 533 5,417 1 4 5,956 – 5,956 
 
Notes: 1. Business segments were segregated corresponding to consolidated companies 

business. 
 
 2. The Bank reported total income and ordinary profit (loss) which correspond to 

sales and operating profit (loss) of ordinary business enterprises. 
 
(2) Geographic Segment Information 
 
 As all consolidated companies are located in Japan, geographic segment information 

has not been presented. 
 
(3) Total Income from International Operations 
 
 As total income from international operations was less than 10% of the total 

consolidated income, total income from international operations has not been 
presented. 
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17. Net Income Per Share 
 
Net income - basic and net assets per share are computed based on the weighted average 
number of shares of common stock outstanding during each year and on the number of 
shares of common stock outstanding at each balance sheet date, except for treasury stock, 
respectively. 
 
 
18. Other Financial Information (Unaudited) 
 
Capital Adequacy Ratio 
 
 March 31, March 31, 
 2002 2001 2002 
 (Millions of yen) 

 
(Thousands of 
U.S. dollars) 

Basic capital ¥  52,986  ¥ 64,892  $ 400,650 
Supplementary capital 22,671 25,208 171,425 
Deduction 50 50 378 
Total capital ¥  75,608  ¥ 90,050  $ 571,705 

Total risk-adjusted assets ¥921,729  ¥ 1,063,366  $ 6,969,595 

Capital adequacy ratio  8.20%  8.46%  
 
The above amounts and figures for 2002 and 2001 are based on Japanese standards. 
 



 

 

19. The Hokuetsu Bank, Ltd. (Parent Company only) 
 
 

Non-Consolidated Balance Sheets 
 
 March 31, March 31, 
 2002 2001 2002 

 
(Millions of yen) 

 
(Thousands of 
U.S. dollars) 

Assets    
Cash and due from banks  ¥ 119,751  ¥ 34,713  $ 905,490 
Call loans 1,965 70,123 14,858 
Bills purchased – 19,900 – 
Other debt purchased 125 125 945 
Trading account securities 446 480 3,372 
Securities 492,166 510,578 3,721,482 
Loans and bills discounted 1,213,904 1,254,450 9,178,858 
Foreign exchange 1,653 1,602 12,499 
Other assets 6,552 7,551 49,543 
Premises and equipment 35,822 37,151 270,866 
Deferred tax assets 32,395 19,717 244,953 
Customers’ liabilities for acceptances and guarantees 31,629 39,401 239,161 
Reserve for possible loan losses (35,977) (27,620) (272,038) 
Total assets  ¥ 1,900,434  ¥ 1,968,175  $ 14,370,011 

Liabilities and stockholders’ equity    
Liabilities:    

Deposits  ¥ 1,764,400  ¥ 1,804,092  $ 13,341,399 
Certificates of deposits 2,160 6,420 16,333 
Call money 1,732 – 13,096 
Borrowed money 16,500 17,500 124,764 
Foreign exchange 89 34 673 
Bonds 1,300 1,300 9,830 
Other liabilities 10,608 10,613 80,212 
Accrued bonus 848 – 6,412 
Accrued retirement benefits 7,397 6,900 55,932 
Reserve for losses on sales of loans secured 
by real estate – 281 – 

Reserve for specific borrowers under support 571 525 4,318 
Deferred tax liability for revaluation 2,882 2,930 21,792 
Acceptances and guarantees 31,629 39,401 239,161 

Total liabilities 1,840,118 1,889,998 13,913,936 

Stockholders’ equity:    
Common stock 21,271 21,271 160,839 
Capital surplus 13,697 13,697 103,569 
Legal reserve 12,443 12,243 94,087 
Unrealized gain on re-evaluation of land held for use 4,030 4,098 30,473 
Voluntary reserves 15,223 15,223 115,108 
Retained earnings  (9,111) 3,141 (68,892) 
Unrealized holding gain on available-for-sales 
securities 2,773 8,502 20,968 

Treasury stock (12) – (91) 
Total stockholders’ equity 60,315 78,176 456,068 
Total liabilities and stockholders’ equity  ¥ 1,900,434  ¥ 1,968,175  $ 14,370,011 



 

 

Non-Consolidated Statements of Operations and Retained Earnings 
 

 Year ended March 31, 
Year ended 
March 31, 

 2002 2001 2002 

 
(Millions of yen) 

 
(Thousands of 
U.S. dollars) 

Income:    
Interest on:    

Loans and discounts  ¥ 28,971  ¥ 30,569  $ 219,062 
Securities 8,589 10,758 64,945 
Call loans 47 142 355 
Repurchase 3 17 23 
Notes discounted 0 18 0 
Deposits 0 1 0 
Other 633 225 4,786 

Fees and commissions 4,854 4,788 36,703 
Other operating income 8,032 2,935 60,733 
Other income 3,178 1,351 24,030 

Total income 54,311 50,810 410,669 
Expenses:    

Interest on:    
Deposits 2,611 3,280 19,743 
Certificates of deposits 3 2 23 
Call money and bills sold 29 274 219 
Borrowed money 398 458 3,009 
Bonds 37 20 280 
Other 14 13 106 

Fees 2,074 1,905 15,682 
Other operating expenses 2,456 2,539 18,571 
General and administrative expenses 28,308 29,002 214,049 
Other expenses 37,739 10,395 285,361 

Total expenses 73,675 47,891 557,089 
Special income 365 586 2,760 
Special loss (73) (229) (552) 
Income (loss) before income taxes (19,072) 3,276 (144,212) 
Income taxes:    

Current 537 421 4,060 
Deferred (8,629) 944 (65,248) 

Net income (loss) (10,980) 1,910 (83,025) 
Retained earnings (deficit):    

Balance at beginning of the year 3,141 2,569 23,750 
Transfer from voluntary reserves – – – 
Reversal of unrealized gain from re-evaluation of 
land held for use 67 115 507 

 3,208 2,684 24,257 
Appropriations:    

Transfer to legal reserve 200 313 1,512 
Cash dividends 1,138 1,138 8,605 

 1,338 1,451 10,117 
Balance at end of the year  ¥ (9,111)  ¥ 3,141  $ (68,892) 

 
 2002 2001 2002 
 (Yen) (U.S. dollars) 
Amounts per share::    

Net income (loss) - basic  ¥ (48.17)  ¥ 8.38 $(0.36) 
Net assets 264.65 342.95 2.00 



 

 

Notes 
 
1.  Basis of Presentation 
 
The Hokuetsu Bank, Ltd. (the “Bank”) maintains its accounting records and prepares its 
non-consolidated financial statements in accordance with accounting principles and 
practices generally accepted and applied in Japan, the Commercial Code of Japan and the 
Banking Law of Japan and the Rules for Bank Accounting issued by the Ministry of 
Finance.  The accompanying non-consolidated financial statements have been compiled 
from the non-consolidated financial statements filed with the Prime Minister as required by 
the Banking Law and the Securities and Exchange Law of Japan.  Accordingly, the 
accompanying 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 and applied in countries and jurisdictions other than Japan. 
 
For the convenience of readers outside Japan, certain items presented in the original 
non-consolidated financial statements have been reclassified and rearranged to conform to 
the current year’s presentation. 
 
As permitted by the Securities and Exchange Law, amounts of less than one million yen 
have been omitted.  As a result, the totals shown in the accompanying non-consolidated 
financial statements (both in yen and U.S. dollars) do not necessarily agree with the sum of 
the individual amounts. 
 
2.  Subsequent Event 
 
On June 27, 2002, the Bank’s stockholders approved the following appropriations of 
retained earnings: 

 (Millions of 
yen) 

(Thousands of 
U.S. dollars) 

Transfer to legal reserve ¥    – $       – 
Year-end cash dividends (¥2.50 per share) 569 4,302 

 
3.  Other Financial Information (Unaudited) 
 
Capital Adequacy Ratio 

 March 31, March 31, 
 2002 2001 2002 
 (Millions of yen) 

 
(Thousands of 
U.S. dollars) 

Basic capital ¥  52,941  ¥ 65,006  $ 400,310 
Supplementary capital 22,568 25,119 170,647 
Deductions 50 50 378 
Total capital ¥  75,459  ¥ 90,075  $ 570,578 

Total risk-adjusted assets ¥905,170  ¥ 1,049,122  $ 6,844,386 

Capital adequacy ratio  8.33%  8.58%  
 
The above amounts and figures for 2002 and 2001 are based on Japanese standards. 



Report of Independent Auditors

The Board of Directors

The Hokuetsu Bank,Ltd.

We have audited the consolidated balance sheets of The Hokuetsu Bank, Ltd. and consolidated subsidiaries as of March 31, 2002

and 2001, the related consolidated statements of operations and retained earnings, and cash flows for the years then ended, all

expressed in Japanese yen.  Our audits were made in accordance with auditing standards, procedures and practices generally

accepted and applied in Japan and, accordingly, included such tests of the accounting records and such other auditing procedures as

we considered necessary in the circumstances.

In our opinion, the accompanying consolidated financial statements, expressed in Japanese yen, present fairly the consolidated

financial position of The Hokuetsu Bank, Ltd. and consolidated subsidiaries at March 31, 2002 and 2001, and the consolidated

results of their operations and their cash flows for the years then ended in conformity with accounting principles and practices

generally accepted in Japan applied on a consistent basis.

As described in Note 2 to the consolidated financial statements, The Hokuetsu Bank, Ltd. and consolidated subsidiaries have

adopted new accounting standards for employees' retirement benefits, financial instruments and foreign currency translation

effective the year ended March 31, 2001 in the preparation of their consolidated financial statements.

Niigata,Japan

June 27, 2002

See Note 1 to the consolidated financial statements which explains the basis of preparing the consolidated financial statements of

The Hokuetsu Bank, Ltd. and consolidated subsidiaries under Japanese accounting principles and practices.

Note:The parent bank's equity percentage in the subsidiary's capital shares issued.

NName
The Hokuetsu Business Co.,Ltd
The Hokuetsu Asset
Administration Co.,Ltd

The Hokuetsu System
Depelopment Co.,Ltd

The Hokuetsu Credit Guarantee
Co.,Ltd

The Hokugin Economic
Research institute,Ltd

The Hokuetsu Leasing Co.,Ltd

The Hokuetsu Card Co.,Ltd

The Hokuetsu JCB Co.,Ltd

L ine  of  Bus iness
Banking services on a commission basis

Buying and selling real estate on auction

Date processing service on consignment

Credit guarantee business

Research into and provision of report
on economy & society

Leasing

Credit card business

Credit card business

Capital(Millions of yen)
10

-

20

10

30

560

20

-

Equity(%)*
100.00

-

5.00

5.00

5.00

50.00

2.69

-

Hokuetsu  Bank 's  Subs id ia r ies  (As  Of  March  31,2002)






