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Financial and Economic Environment
Over the course of the previous fiscal year, the whole globe 
was affected by COVID-19 in a major way and people and 
goods no longer moved as they once did, severely impacting 
the economy. At the end of the fiscal year, there was a third 
wave of cases, particularly in Europe and the Americas, 
which led to more lockdowns. In addition, there were trade 
frictions between the US and China, as they continued to 
struggle for hegemony, and the global economy suffered. 
Even compared to the past, it is increasingly hard to predict 
what the future may hold.

Closer to home, there was something of a recovery 
thanks to an increase in the number of visitors to Japan, 
among other things, but the country then recorded its worst 
downturn since the period after World War II. Osaka, our 
home region, has also been badly affected. While we must 
remain wary of new strains of the virus, we are gradually 
moving toward the end of the pandemic as vaccinations and 
the development of therapies make progress. As such, it 
looks like positive trends that hint at economic recovery in 
the future are gaining traction. 

For SMEs, the negative effects of COVID-19 meant that 
the economic environment continued to be extremely 
difficult. That required both public and private agencies to 
actively work to support SMEs through financial relief and 
put their energies into measures aimed at supporting their 
management. 

Working from home and holding meetings remotely has 
become common as a new way of working as people avoid 
congregating in places to which any of the Three Cs (Closed 
spaces, Crowded places, and Close-contact settings) apply. 
This is just one of several conventional frameworks or 
systems that have changed as the new normal becomes 
established. The rate of DX is also progressing increasingly 
fast and we are being called on to construct a new business 
model that allows us to respond to digitalization.
Operating Policies
Fiscal 2020 marked the first year of our medium-term 
business plan, Smart Shinkin 2022. Everyone who works for 
the Bank has striven as one with due haste toward the main 
objectives of the plan: becoming our customers’ number one 
financial partner for problem resolution and for close ties to 
the region. 

Regarding our banking operations, we were led by our 
belief that ensuring our customers can continue to do 
business is our highest priority and to that end we 
supported them with financing and actively promoted ways 
to resolve their problems during the pandemic. These 
included services such as our remote management 
consultations and online management seminars that cater to 
a wide range of customer queries about such issues as 
expanding sales and organizing business successions.   

To better provide two-way communication with 
customers, we introduced concierges to the lobbies of our 
branches and, as a new initiative, set up spaces for the direct 
sales of local produce or bicycle-sharing stations. These are 
parts of our initiative to create a system that promotes a 
cyclical economy aimed at regional revitalization.

Our new department, the IT Strategy Off ice, was 
established to promote the DX of our operations and we 
bolstered our efforts to use IT to meet a variety of 
customer needs and increase convenience.

To improve our employees’ capabilities even further, and 
to train them in more advanced consulting skills, we have 
continued to dispatch employees to outside companies, 
offered proposals from problem solving financial project 
teams, and promoted their self-development through online 
tools.

In addition to the above, we are enhancing our business 
management system by strengthening our business 
continuity system, working to prevent financial crimes such 
as money laundering or sophisticated fraud schemes, 
bolstering our cyber-security countermeasures, and 
upgrading our crisis management systems.
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 eff icient 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 16 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 
f iscal 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 12 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 6 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 ¥2,623.8 billion.

During the pandemic, we have actively been supporting 
our customers with f inancing and our outstanding loan 
balance totaled ¥1,434.9 billion.

Net income for core operations totaled ¥3.738 billion; 
ordinary income was ¥3.753 billion; and net income for the 
period amounted to ¥3.221 billion. In addition, our capital 
adequacy ratio was 9.59%.
Issues and Outlook for the Bank in Fiscal 2021
The Japanese economy in fiscal 2021 will continue to be 
affected by the COVID-19 pandemic and so the situation is 
forecast to remain very unclear.

The effects of the pandemic will gradually lessen, though, 
as vaccination programs make progress and drug treatments 
are developed. Between this and a recovery in foreign 
demand and economic measures introduced by the 
government, the chances of gentle economic recovery in the 
latter half of the fiscal year are growing.

On the financing side, to minimize the impact of the 
pandemic on SMEs there will need to be a strong recovery 
in the regional economy, which we can help bring about by 
offering management support to our business partners.  

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 ascertaining risks and carrying 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 report 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 f inancial 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 f inancial 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. 

In this current environment, the business plan for fiscal 
2021 revolves around the following five basic policies. 
(1) Strengthen our problem resolution proposal capabilities 

and develop customer services, both through improved 
data analysis. 

(2) Promote DX to allow better interaction with customers. 
(3) Expand customer services founded on the UN’s 

Sustainable Development Goals (SDGs) and 
environmental, social, and governance (ESG) perspectives. 

(4) Develop the capabilities of team personnel with whom 
the philosophy has been shared. 

(5) Improve overall risk control, reliability, and soundness of 
the Bank. 

Fiscal 2021 is the middle year of the medium-term 
management plan, Smart Shinkin 2022. We will expand upon 
and evolve the information cycle we established during the 
first year to aid in problem resolution and implement the 
measures outlined in the plan, in order to overcome 
difficulties together with the region and customer during 
pandemic conditions with closer and deeper relationships 
and faster responses.

In particular, to increase the opportunities we have to 
communicate with customers, we will strengthen initiatives 
using IT, and by fusing face-to-face and non-face-to-face 
transactions we plan to offer high added-value 
problem-resolution such as through management support, 
business succession, and sales channel expansion.

In order to further expand our two-way communication 
with customers and the region, and help resolve issues, we 
will more effectively manage our information cycle, which 
takes a multifaceted approach to collecting data to propose 
and implement problem-resolving measures.

Also, to improve our consulting capabilities, we are 
continuing to dispatch employees for training outside the 
Bank alongside other forms of training. We will accurately 
discover and grasp customer needs and issues, and further 
improve our ability to make proposals.

As COVID-19 continues to impact on the economy, we 
are working flat out to construct a business model that will 
allow us to respond to the environment, whether it be a 
new normal, a future in which we learn to live with 
COVID-19, or even a post-COVID-19 world. We are putting 
all our efforts into supporting our partners and the region 
and through closer ties we will contribute to the 
revitalization of the regional economy, its development, and 
its growth.

To achieve the goal of our medium-term management 
plan—to be our customers’ number one financial partner 
for problem resolution—all of our employees are coming 
together to work with all diligence as members of a financial 
institution that aims to serve society and our intention is to 
strive to further strengthen our management foundations.

We thank you all for your continued patronage and 
support.


