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Review of the Year

Financial and Economic Environment
In the previous fiscal year the change from the Heisei period 
to the Reiwa period raised the curtain on a new era. 
Although the Japanese economy in the first half of the fiscal 
year saw sluggish foreign demand due to the slowdown in 
overseas economies, capital investment in labor saving and 
digitization remained firm, leaving the ongoing moderate 
recovery trend intact.

However, in the second half of the year, the consumption 
tax hike, the US-China trade conflict, the deterioration of 
Japan-Korea relations, and the spread of COVID-19 at the 
end of the fiscal year stopped the flow of people and goods, 
associated with turmoil in financial markets and falling crude 
oil prices. The resulting rapid slowdown in the global 
economy has been responsible for the most critical situation 
since the global financial crisis.

Conditions are expected to turn increasingly adverse also 
for SMEs as the effects of COVID-19 cause the rapid 
disappearance of demand from foreign tourists in Japan, 
damage to the supply chain, and future deterioration of 
business conditions.

It is therefore necessary for the public and private sectors 
together to engage in efforts surrounding financing and 
management aid for SMEs and promote robust support 
action that must be immediate and wide-ranging.

Moreover, traditional boundaries in financial services have 
been diminishing due to the penetration of cashless 
payments, the acceleration of digitalization spurred by the 
launch of 5G services, and the full-scale entry of 
non-financial industries, which more than ever raises the 
need to create service value from the perspective of the 
customer.
Operating Policies

Fiscal 2019 marked the final fiscal year of our 
medium-term management plan. Toward the realization of 
the goal of "Becoming Customers' Number One Financial 
Partner for Problem Resolution" targeted under the plan, all 
corporate officers and employees were united in their 
efforts centered on enhancing the consulting abilities of all 
employees and enhancing productivity through greater 
operational efficiency.

Regarding shinkin banking operations, we worked to 
centralize branch office operations at headquarters, 
promote operation efficiency and work style reform, and 
strove to ensure the soundness of management. In addition, 
in order to improve the problem-solving ability of 
employees, we dispatched personnel members to external 
companies, supported our business partners by forming 
project teams for problem-solution based lending, and 
promoted employees’ self-development using the Internet.

To solve customers' problems, we worked to provide a 
full service range addressing a diversity of needs, among 
other measures by establishing a business succession 
support center, by providing a bank passbook application 
function for smartphones, and by hosting seminars to 
support productivity improvements at our business partners.

In addition, in collaboration with the Credit Guarantee 
Corporation of Osaka we established the "City Simpo 
Step-Up Fund" to promote local SMEs, set up consultation 
desks as a support measure for customers affected by the  
spread of COVID-19, and initiated "New Pneumonia 
Emergency Aid Loans," and in this way rolled out 
wide-ranging support for local SMEs.

We also actively engaged in activities contributing to local 
communities in connection with SDGs (Sustainable 
Development Goals), such as our continuing sponsorship 
and employee participation in events for regional 
revitalization and our sponsorship of a contest for working 
out plans with potential for the health industry.

In the second half of the fiscal year, we continued to 
strengthen our customer protection efforts, took measures 
for the prevention of financial crime such as money 
laundering and sophisticated fraud schemes, and reinforced 
cyber security measures. Additionally, we further fortified 
internal control systems by enhancing crisis management 
systems, among other measures.
Internal Control Systems
In accordance with the following Basic Policy on Internal 
Control Systems adopted by the board of directors based 
on Article 36, Paragraph 5, Item 5 of the Shinkin Bank Act 
and the provisions in Article 23 of the Ordinance for 
Enforcement of the Shinkin Bank Act, our Bank has 
continued working to develop a system for internal control. 
(1) Provide a system to ensure that all directors and 

personnel of the Bank execute all duties of the Bank in 
accordance with the law and the articles of incorporation 
of the Bank. 

(2) Provide a system to store and manage information with 
respect to the execution of the duties of each director of 
the Bank.

(3) Provide rules and other systems for risk management 
against losses by the Bank.

(4) Provide a system to ensure that each director of the 
Bank executes his/her duties efficiently. 

(5) Provide a system to ensure propriety of the following 
systems and other operations in the Bank group. 
• Provide a system to ensure that all directors and 
employees of subsidiaries of the Bank execute all duties 
of the Bank in accordance with the law and the articles 
of incorporation of the Bank. 

• Provide a system for reporting matters relating to the 
execution of duties by directors of the Bank's 
subsidiaries. 

• Provide rules and other systems for controlling the risk 
of losses by Bank subsidiaries. 

• Provide systems for ensuring efficient discharge of duties 
by senior management of Bank subsidiaries.

(6) Establish provisions regarding personnel when requested 
to be assigned to assist auditors of the Bank in 
performing their duties. 

(7) Establish provisions to ensure the independence from 
directors' influence of personnel assigned to assist 
auditors of the Bank and the effectiveness of auditors' 
instructions with respect to said personnel. 

(8) Provide a system by which directors and personnel of 
the Bank and directors and employees of subsidiaries, or 
persons who have received reports from said persons, 
can report to auditors, and other systems for reporting 
to auditors. 

(9) Provide a system to ensure that persons who make 
reports described in the previous item are not subject to 
unfair treatment as a result of making such a report. 

(10) Establish provisions for policies regarding procedures for 
prepayment or reimbursement of costs that arise due to 
the execution of duties by auditors of the Bank, and for 
handling other costs or financial obligations that arise due 
to the execution of other pertinent work. 

(11) Provide a system to otherwise ensure the effectiveness of 
auditors of the Bank performing an audit. 

The outline of the operation status during this fiscal year 
with regard to the above Internal Control Systems was as 
follows. 
(1) Compliance Efforts

The Compliance Committee convened 15 times during 
the fiscal year to ascertain, manage, and quickly respond 
in a unified way to issues relating to compliance with laws 
and regulations, and to confirm the compliance status. 

(2) Risk Management Efforts
The ALM Committee convened 12 times during the fiscal 
year to ensure the stability of earnings and soundness of 
assets. Every kind of risk was comprehensively managed 
and addressed appropriately. 

(3) Other Major Meetings
The board of directors met 14 times during the fiscal 
year and the legality of the manner in which the directors 
carried out their duties was ensured. Auditors' meetings 
were held 7 times. The directors' performance of duties 
and compliance with laws and regulations were 
confirmed. 

(4) Internal Control System for the Bank Group
The Compliance Code of Conduct was applied to 
subsidiaries as well to put in place a system of 
compliance with laws and regulations. Additionally, 
auditors of the Bank and the auditing department 
conducted audits of internal controls of subsidiaries and 
confirmed that there were no problems in their 
compliance with laws and regulations, or risk 
management systems. 

Financial Review
We have worked to absorb small stable deposits, and 
endeavored to improve sales of special time deposit 
products with a higher than usual interest rate and expand 
the balance of liquid deposits. As a result, total deposits rose 
during the term to ¥2,478.7 billion.

At the same time, the total of loans outstanding expanded 
to ¥1,282.9 billion, reflecting in part our active　promotion 
of problem-solving financing.

Net income for core operations totaled ¥3.086 billion; 
ordinary income was ¥3.863 billion; and net income for the 
period amounted to ¥3.016 billion. In addition, our capital 
adequacy ratio was 8.59%.
Issues and Outlook for the Bank in Fiscal 2020
The Japanese economy in fiscal 2020 to date saw the 
domestic and international economies materially impacted 
by COVID-19 spread. With the loss of demand from foreign 
tourism to Japan, the rapid decline in personal consumption, 
the decrease in corporate capital investment and exports, 
the deterioration of the employment environment, among 
other factors, there is a growing possibility that the economy 
will fall back further yet in the time ahead.

Efforts to support economic activity such as the 
government’s measures for neutralizing the spread of 
COVID-19 as quickly as possible as well as the 
implementation of large-scale economic measures are in 
progress. However, depending on when the pandemic can 
be neutralized, it is expected that the economic recovery 
will take a long time.

Steps Toward Building Robust Internal Controls
In order to establish a sound, robust business administration system, 
we will put in place systems based on the Basic Policy for Building 
Internal Control Systems set forth by our board of directors, and in 
this way we will provide a higher level of security and trust to all of 
our valued stakeholders, including all members who support the Bank, 
business partners, and people in the local region. 

Basic Policy for Building Internal Control Systems (Overview)
(1) Provide a system to ensure that all directors and personnel of the 

Bank execute all duties of the Bank in accordance with the law and 
the articles of incorporation of the Bank. 
• Position compliance with laws and regulations as the top-priority 

policy for Bank management, and establish a Compliance Code 
of Conduct to be followed by all directors and employees, and a 
Compliance Program as a concrete, implementation plan.

• Establish a Compliance Committee, review and discuss 
important matters for management relating to compliance 
with laws and regulations, and evaluate the compliance 
implementation situation. 

• To facilitate early discovery and rectification of any wrongdoing, 
establish Whistleblower Protection Management Rules clearly 
setting for th matters such as the system for directors and 
employees to report on conduct violating laws and regulations, 
and establish a liaison for consultation and reporting. 

• Resolutely block criminal organizations which threaten social 
order and safety. 

• The Internal Audit Department shall examine and evaluate the 
propriety and effectiveness of the compliance framework, and shall 
report the results to the President, board of directors, and auditors.  

(2) Provide a system to store and manage information with respect to 
the execution of the duties of each director of the Bank.
• Information with respect to the execution of the duties of each 

director of the Bank shall be properly stored and managed based 
on in-house rules prescribing procedures such as document 
filing/storage (including electromagnetic records), storage periods, 
and disposal rules. 

(3) Provide rules and other systems for risk management against 
losses by the Bank.
• The board of directors shall position risk management as the 

top-priority issue for management, develop a system for 
accurately ascer taining r isks and carr ying out proper 
management/operations, and strive to improve the soundness of 
assets and stability of earnings. 

• Establish an ALM Committee, Operational Risk Management 
Committee, and other groups as organizations for 
cross-departmental discussion and decision-making relating to 
various risks, and discuss and evaluate important matters relating 
to risk. 

• To minimize the damage and impact in an emergency situation, 
such as a large-scale natural disaster or a major system failure, 
establish an Emergency Response Manual (Contingency Plan), and 
put in place a crisis management system during ordinary times. 

(4) Provide a system to ensure that each director of the Bank 
executes his/her duties efficiently. 
• The board of directors shall decide important matters relating to 

management of the Bank and execution of duties, and shall 
supervise proper and efficient execution of duties by directors. 

• The board of directors shall establish rules on matters such as 
management organization, office organization, division of duties, 
and responsibilities/authority, clarify the chain of command of the 
Bank, establish a system for taking responsibility, and efficiently 
carry out duties.  

(5) Provide a system to ensure propriety of the following systems and 
other operations in the Bank group. 

1. Provide a system to ensure that all directors and employees of 
subsidiaries of the Bank execute all duties of the Bank in accordance 
with the law and the articles of incorporation of the Bank. 

2. Provide a system for reporting matters relating to the execution of 
duties by directors of the Bank's subsidiaries. 

3. Provide a system for risk management against losses by subsidiaries 
of the Bank. 

4. Provide a system to ensure that all directors of subsidiaries of the 
Bank execute their duties efficiently. 
• The Compliance Code of Conduct established by the Bank shall 

be the basis for the approach to compliance of the Bank's entire 
group, and shall be made known to all directors and employees 
of subsidiaries of the Bank. 

• The Bank shall receive from subsidiaries reports on cer tain 
matters relating to the execution of duties prescribed by 
in-house rules. 

• Auditors and the Internal Audit Depar tment shall audit the 
compliance and risk management situation at subsidiaries, within 
the scope that does not contravene laws and regulations, and 
shall verify the effectiveness and propriety of work. 

• The supervising department for work at subsidiaries shall be the 
General Affairs Department, and the director in charge of the 
General Affairs Department shall provide overall management, 
while striving for information sharing and collaboration within the 
scope that does not contravene laws and regulations.

(6) Establish provisions regarding personnel when requested to be 
assigned to assist auditors of the Bank in performing their duties, 
and provisions to ensure the independence from directors' 
influence of said personnel and the effectiveness of auditors' 
instructions with respect to said personnel. 
• To ensure the effectiveness of auditing work, auditors can 

request assignment of assisting employees. Also, independence 
from directors shall be ensured for employees assisting auditors 
in performing their duties. 

• Employees assisting auditors in performing their duties shall 
follow the instructions of auditors relating to their work, and shall 
not receive instructions from directors.  

(7) Provide a system by which directors and personnel of the Bank 
and directors and employees of subsidiaries, or persons who have 
received reports from said persons, can report to auditors, and 
other systems for reporting to auditors. 
• Directors and employees of the Bank and subsidiaries shall be 

able to repor t directly to auditors if a matter has been 
recognized to have a major impact on management, and the 
Internal Audit Department shall promptly report the results of 
internal auditing to auditors. 

(8) Provide a system to ensure that persons who make repor ts 
described in the previous item are not subject to unfair treatment 
as a result of making such a report. 
• If a person has made such a report and for that reason been 

treated unfairly, there shall be strict punishment in accordance 
with in-house rules.

(9) Establish provisions for policies regarding procedures for 
prepayment or reimbursement of costs that arise due to the 
execution of duties by auditors of the Bank, and for handling other 
costs or financial obligations that arise due to the execution of 
other pertinent work. 
• If auditors make a request for prepayment or reimbursement of 

auditing expenses, the costs or financial obligations shall be handled 
promptly, unless the costs or financial obligations involved in the 
request are deemed to be unnecessary for execution of the duties. 

(10)Provide a system to otherwise ensure the effectiveness of 
auditors of the Bank performing an audit. 
• Auditors shall attend the board of directors and other important 

meetings, and shall conduct a proper and effective audit through 
collaboration with directors, accounting auditors, the Internal 
Audit Department, and other relevant personnel. 

On the financing side, the impact of COVID-19 on SMEs 
is enormous. In response to this unprecedented emergency, 
it is necessary achieve a strong recovery of the local 
economy by providing our business partners with seamless 
financing and management support.

In addition, as non-face-to-face transactions in financial 
services are becoming widespread, swiftness in collecting 
information on customers’ problems and in offering solutions 
becomes a necessity.

In this operating environment we have formulated and will 
diligently work for the implementation of basic management 
policies comprising the following five points:
(1) Enhance financial services and establish frameworks for 

stable earning power.
(2) Enhance productivity through greater operational 

efficiency.
(3) Rebuild the Bank's branch strategy as a point of contact 

with customers.
(4) Enhance consulting abilities and promote the right 

person to the right place through personnel sourcing.
(5) Improve risk management capabilities and reinforce 

response capability.
Moreover, the fiscal 2020 marks the first year of our new 

Medium-Term Management Plan.  With "Smart Shinkin" as 
the key phrase, we will work to implement the plan’s 
measures.

We will improve productivity by utilizing digitalization and 
maximize communication time with customers by integrating 
face-to-face and non-face-to-face transactions so as to 
accumulate information and strengthen proposal capabilities 
regarding management support, business succession, and 
asset management.

By expanding the two-way communication between the 
Bank and customers as well the region, we will thoroughly 
implement a cycle of accumulating varied information and 
proposing and executing problem solutions, and create a 
system for the swift one-stop problem solution across the 
entire region.

We are aiming to become our customers' number one 
financial partner for problem resolution. Our directors and 
employees will work together to further strengthen our 
management foundation as a financial institution

We thank you all for your continued patronage and 
support.


