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Notes to Consolidated Financial Statements (Banking Account)
The Mitsui Trust and Banking Company, Limited, and Subsidiaries
Years ended March 31, 1999 and 1998

Note 1
Basis of Presentation of Financial Statements

The accompanying consolidated financial statements (Bank-

ing Account) have been prepared from the accounts main-

tained by The Mitsui Trust and Banking Company, Limited

(“Mitsui Trust”), and consolidated subsidiaries, in accordance

with accounting principles and practices generally accepted

in Japan, the Uniform Accounting Standards for Banks issued

by the Japanese Bankers Association and the Securities and

Exchange Law of Japan, which are different in certain respects

as to application and disclosure requirements of the Interna-

tional Accounting Standards. The consolidated financial state-

ments are not intended to present the financial position,

results of operations and cash flows in accordance with

accounting principles and practices generally accepted in

countries and jurisdictions other than Japan.

Consolidated statements of cash flows are not required as

a part of the basic financial statements in Japan, but are

presented for 1999 as additional information.

In preparing these consolidated financial statements, cer-

tain reclassifications and rearrangements have been made to

Mitsui Trust’s financial statements issued domestically in

order to present them in a form which is more familiar to

readers outside Japan.

The accompanying notes have been summarized and

rearranged for the convenience of readers outside Japan.

The translations of Japanese yen amounts into U.S. dollar

amounts are included solely for the convenience of readers

outside Japan and have been made at the rate of ¥120.55 to

US$1, the approximate rate of exchange at March 31, 1999.

Such translations should not be construed as representations

that the Japanese yen amounts could be converted into U.S.

dollars at that or any other rate.

Note 2
Principles of Consolidation

The consolidated financial statements as of March 31, 1999,

include the accounts of Mitsui Trust and its significant 24 (15

for the year ended March 31, 1998) subsidiaries.

Effective April 1, 1998, the Companies changed their

consolidation scope from the application of the ownership

concept to the control concept. Under the control concept,

those companies in which the Parent, directly or indirectly,

is able to exercise control over operations are to be fully

consolidated.

The consolidated financial statements for the year ended

March 31, 1998, are not retroactively adjusted. The change of

retained earnings arising from the change in the consolidation

scope is recognized as “Adjustment of retained earnings for

newly consolidated subsidiaries” in the consolidated statements

of shareholders’ equity for the year ended March 31, 1999.

Two affiliated companies (20% to 50% ownership), includ-

ing Prudential-Mitsui Trust Investments Co., Ltd. (a Japanese

corporation), are accounted for by the equity method of

accounting.

The consolidated financial statements do not included the

accounts of Sanshin Create Co., Ltd. (a Japanese corpora-

tion), and 39 other subsidiaries in 1999 (a subsidiary in

1998), because the combined total assets, total income, net

income and earned surplus would not have had a material

effect on the consolidated financial statements.

Investments in these 40 unconsolidated subsidiaries and

four other affiliates are stated at cost. If the equity method of

accounting had been applied to the investment in that com-

pany, the effect on the accompanying consolidated financial

statements would not be material.

A consolidated subsidiary changed its fiscal year-end from

September 30 to February 28, and another consolidated sub-

sidiary changed its fiscal year-end from July 31 to January 31.

Accordingly, fiscal 1999 included only the five months and six

months of their operations, respectively.

All significant intercompany transactions, balances and

unrealized profits have been eliminated in consolidation.

Note 3
Translation of Foreign Currency Accounts

The financial statements of foreign consolidated subsidiaries

are translated into Japanese yen at exchange rates as of each

balance sheet date, except for shareholders’ equity, which is

translated at the historical exchange rate. The differences

arising from such translation are shown as “Other Assets” in

the consolidated balance sheet as of March 31, 1999 and

1998.

Foreign currency accounts held by Mitsui Trust are

translated into yen at the exchange rates prevailing at the

end of each fiscal year, except that certain special accounts

specified by the Uniform Accounting Standards for Banks, are

translated at the historical rates.

Foreign currency accounts held by the consolidated foreign

subsidiaries are translated into the currencies of the subsidiaries

at the respective year-end exchange rates.
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Note 4
Significant Accounting Policies of Mitsui Trust

Refer to Note 2 of the notes to non-consolidated financial

statements.

a. Reserve for Loan Losses

With respect to loans with collateral and/or guarantees

extended to borrowers in bankruptcy or borrowers effectively

in bankruptcy, the unrecoverable amount is estimated by

deducting from the loan amount the realizable value of collat-

eral or the amount likely to be recovered based on guarantee.

The outstanding amount thus determined is then directly

written off from the loan amount as the amount that is not

likely to be recovered, which is ¥417,427 million in 1999.

Each of the consolidated subsidiaries maintains a reserve

for possible loan losses which is provided at amounts deemed

necessary to cover such losses, based on their past experi-

ences in estimates of future recoverability. Each of the domes-

tic consolidated subsidiaries maintains a reserve for possible

loan losses which is provided by the same manner as Mitsui

Trust.

b. Retained Earnings

The Code also requires companies to appropriate from

retained earnings to a legal reserve an amount equal to at least

10% of all cash payments which are made as an appropriation

of retained earnings until such reserve equals 25% of stated

capital. This reserve amount, which is included in retained

earnings, totaled ¥33,313 million ($276,345 thousand) and

¥32,114 million as of March 31, 1999 and 1998, respectively,

and is not available for dividends but may be used to reduce a

deficit by resolution of shareholders.

c. Income Taxes

Deferred income taxes are recorded to reflect the impact of

temporary differences between assets and liabilities recog-

nized for financial reporting purposes and such amounts

recognized for tax purposes. These deferred taxes are mea-

sured by applying currently enacted tax laws to the temporary

differences.

d. Leases

All leases of Mitsui Trust and the consolidated subsidiaries are

accounted for as operating leases. In accordance with Japa-

nese accounting standards for leases, finance leases that do

not transfer ownership of the leased property to the lessee are

permitted to be accounted for as rental transactions if certain

“as if capitalized” information is disclosed in the notes to the

lessee’s non-consolidated financial statements. The disclosure

requirements of these standards are being applied on a step-

by-step basis beginning with fiscal years starting on or after

April 1, 1996, with full implementation expected from fiscal

years staring on or after April 1, 1998.

Note 5
Significant Accounting Policies of the Consolidated

Subsidiaries

Certain consolidated subsidiaries apply accounting policies

which may differ from Mitsui Trust’s policies in certain

respects, such as the straight-line method for depreciation of

premises and equipment. These policy differences did not

have a significant effect on Mitsui Trust’s consolidated

financial statements.

Note 6
Accounting Change

Effective March 31, 1998, as permitted under the amended

Accounting Standards for Banks issued by the Ministry of

Finance of Japan, Mitsui Trust changed its valuation method

for certain securities from the lower of cost or market method

to the cost method. Accordingly, all securities are stated at

cost as of March 31, 1998, although, previously, certain secu-

rities such as convertible bonds, bonds with warrants, stocks

and other securities listed on stock exchanges held by Mitsui

Trust were carried at the lower of cost or market value. Mitsui

Trust believes that adoption of the cost method is preferable

and prevents distortion of Mitsui Trust’s operating results

from short-term market volatility because debt securities as

portfolio investment and equity securities as investments for

customer relations are both principally held by Mitsui Trust

on a long-term basis. The valuation method of securities held

in individually managed money trusts for asset management

purposes has also been changed to the cost method. The

effect of these changes for the year ended March 31, 1998,

was an increase in Income before Income Taxes of ¥157,937

million.

Note 7
Loans and Bills Discounted

“Nonaccrual Loans”

Loans to borrowers in legal bankruptcy and past due loans are

included in loans and bills discounted, and total ¥51,391 mil-

lion ($426,304 thousand) and ¥466,093 million ($3,866,387

thousand), respectively.
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Loans are generally placed on nonaccrual status when sub-

stantial doubt is judged to exist as to ultimate collectibility

of either principal or interest if they are past due for a certain

period or other reasons.

Loans to borrowers in bankruptcy represent nonaccrual

loans, after the partial charge-off of claims deemed

uncollectible, to debtors who are legally bankrupt, which are

defined in Article 96, Paragraph 1, Subparagraph 3 and 4 of

Enforcement Ordinance for the Corporation Tax Law. Past

due loans are nonaccrual loans other than loans to borrowers

in bankruptcy and loans of which interest payment is deferred

in order to assist the financial recovery of debtor in financial

difficulties.

“Accruing Loans Contractually Past Due Three Months or More”

Accruing loans contractually past due three months or more

are included in loans and bills discounted, and total ¥5,292

million ($43,898 thousand). Loans classified as loans to bor-

rowers in bankruptcy or past due loans are excluded.

“Restructured Loans”

Restructured loans are included in loans and bills discounted,

and totaled ¥154,371 million ($1,280,555 thousand). Such

restructured loans are loans on which Mitsui Trust granted con-

cessions (e.g., reduction of the face amount or maturity amount

of the debt or accrued interest) to the debtors in financial diffi-

culties to assist them in their financial recovery and eventually

be able to pay to the creditors. Loans classified as loans to

borrowers in bankruptcy or past due loans or accruing loans

contractually past due three months or more are excluded.

Non accrual loans, accruing contractually past due three

months or more and restructured loans totaled ¥677,147

million ($5,617,146 thousand) at March 31, 1999.

Note 8
Contingent Liabilities

Under certain trust agreements, repayments of the corpora

of the customers’ trust assets are guaranteed by Mitsui Trust,

and such guaranteed corpora at March 31, 1999, were

¥6,813,833 million ($56,522,879 thousand).

Note 9
Income Taxes

Mitsui Trust and its domestic subsidiaries are subject to Japa-

nese national and local income taxes which, in the aggregate,

resulted in a normal effective statutory tax rates of approxi-

mately 47% and 51% for the years ended March 31, 1999 and

1998, respectively.

On March 31, 1999, a tax reform law was enacted in Japan

which changed the normal effective statutory tax rate from

approximately 47% to 42%, effective for years beginning

April 1, 1999. The effect of this change on deferred taxes in

the Consolidated Statements of Operations for the year ended

March 31, 1999 is approximately ¥29,382 million ($243,737

thousand).

The tax effects of significant temporary differences and

loss carryforwards which result in deferred tax assets and

liabilities at March 1, 1999 are as follows:
Millions Thousands of
of yen U.S. dollars

Deferred Tax Assets:
Reserve for Possible Loan Losses ¥148,841 $1,234,688
Write-down of Investment Securities 31,846 264,178
Tax Loss Carryforwards 17,246 143,069
Other 46,932 389,316

Deferred Tax Assets ¥244,867 $2,031,252
Deferred Tax Liabilities:
Other Reserve ¥000,001 $0,000,009

Deferred Tax Liabilities ¥000,001 $0,000,009

Net Deferred Tax Assets ¥244,866 $2,031,242

A reconciliation between the normal effective statutory tax

rate for the year ended March 31, 1999, and the actual effec-

tive tax rates reflected in the accompanying consolidated

statements of operations is as follows:

Normal Effective Statutory Tax Rate 42.05%
Tax Benefits not Recognized on Operating Losses
  of Subsidiaries –0.24
Reexamine of Deferred Tax Assets –0.98
Effect of Tax Rate Reduction –11.64
Other—Net 0.93

Actual Effective Tax Rate 30.12%

The normal effective tax rate reflected in the accompanying

consolidated statements of operations for the year ended

March 31, 1998, differs from the actual effective tax rate,

primarily due to the effect of permanently non-deductible

expenses and temporary differences in the recognition of asset

and liability items for tax and for financial reporting purposes.

Note 10
Leases

Total leases payments under finance lease arrangements that

do not transfer ownership of the leased property to the lessee

were ¥1,047 million ($8,688 thousand) and ¥1,349 million

for the years ended March 31, 1999 and 1998, respectively.
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The imputed interest expense portion which is computed

using the interest method is excluded from the above

obligations under finance leases.

Lessee
Millions of yen

1999

Premises Equipment Total

Acquisition Cost ¥3,321 ¥54 ¥3,375
Accumulated Depreciation 2,365 18 2,384

Net Leased Property ¥0,955 ¥36 ¥0,991

Thousands of U.S. dollars

1999

Premises Equipment Total

Acquisition Cost $27,552 $449 $28,001
Accumulated Depreciation 19,626 149 19,776

Net Leased Property $07,926 $299 $08,225

Obligations under financial leases as of March 31, 1999 and

1998, were as follows:
Thousands of

Millions of yen U.S. dollars

1999 1998 1999

Due within One Year ¥0,519 ¥0,982 $4,305
Due after One Year 529 774 4,395

Total ¥1,049 ¥1,757 $8,701

Lessor
Premises

1999

Millions Thousands of
of yen U.S. dollars

Acquisition Cost ¥130,071 $1,078,985
Accumulated Depreciation 73,375 608,674

Net leased Property ¥056,696 $0,470,311

Obligations under financial leases as of March 31, 1999, were

as follows:
Millions Thousands of
of yen U.S. dollars

Due within one year ¥20,985 $174,079
Due after one year 44,772 371,403

Total ¥65,757 $545,482

Note 11
Segment Information
Mitsui Trust and its subsidiaries operate predominantly in the
banking and trust business and certain subsidiaries deal in
securities although those operations comprise a minor share
of Mitsui Trust’s total business.

Domestic (Japan) total income and total assets by geo-
graphic segmentation for fiscal 1999 represented more than
90% of the consolidated total income and total assets of
each respective year. Accordingly, segment information by
geographic area was not required to be disclosed.

The operations of Mitsui Trust and consolidated subsidiaries for the year ended March 31, 1998, is summarized by geographic
area as follows:

Millions of yen

Japan North America Outside Japan Eliminations Consolidated

Total Income:
Outside Customers ¥00,766,395 ¥035,251 ¥082,487 ¥0,,))00—. ¥00,884,134
Interarea Transfer 4,062 5,947 338 (10,348)

770,457 41,199 82,826 (10,348) 884,134
Total Expenses 768,205 38,589 75,120 (9,385) 872,529

¥00,002,251 ¥002,609 ¥007,706 ¥000,(963)

Income before Income Taxes ¥00,011,605

Total Assets ¥11,395,337 ¥635,453 ¥693,007 ¥(440,965) ¥12,282,832

Note 12
Subsequent Event

One June 22, 1999, the preferred stockholders, and on June

29, 1999, the common stockholders of Mitsui Trust approved

a merger agreement with The Chuo Trust & Banking Co., Ltd.

(“Chuo Trust”), pursuant to the terms and conditions of the

merger agreement, which was entered into on May 24, 1999,

Mitsui Trust expects to be merged with and into Chuo Trust

with Chuo Trust being the surviving corporation on April 1,

2000. At this effective date, each issued and outstanding share

of the common stock (par value ¥50 per share) of Mitsui

Trust will be converted into, and will be canceled in exchange

for the right to receive 0.3 per share of common stock (par

value ¥50 per share) of Chuo Trust. Chuo Trust will then

change its name to The Chuo Trust and Banking Company,

Limited.


