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Basis of Presentation

The accompanying consolidated financial statements of The

Sumitomo Trust and Banking Company, Limited (“the Bank” here-

after) are compiled as required by the Banking Law and in conformi-

ty with accounting principles and practices generally accepted in

Japan. Certain modifications have been made in the financial state-

ments to facilitate understanding by reasons outside Japan.

As permitted by the Securities and Exchange Law of Japan,

amounts less than one million yen have been rounded off. The

U.S. dollar amounts presented on the financial statements have

been translated from Japanese Yen, solely for convenience, at

117.89 per one U.S. Dollar, the exchange rate prevailing on the

Tokyo foreign exchange market on September 30th, 2006.

Certain amounts in prior years have been reclassified to conform to

the current presentation.

Balance Sheet

1. Trading Assets and Liabilities

Transactions for “Trading Purposes” (purposes for seeking to cap-

ture gains arising from short-term changes in interest rates, currency

exchange rates, commodity prices in markets or securities prices in

markets and other market-related indices or from differences

between markets) are included in “Trading Assets” and “Trading

Liabilities” on a trade date basis. 

Trading account securities and monetary claims are stated at market

value of the balance sheet date and financial derivatives for trading

purposes, such as swaps, futures or options, are valued on the

assumption that they are settled at the balance sheet date.

2. Securities

Under the accounting standard for financial instruments, the Bank is

required to explicitly determine the objectives of holding each security

and classify them into (1) securities held for trading purposes (“trading

securities”), (2) debt securities intended to be held to maturity (“held

to maturity debt securities”), (3) equity securities issued by subsidiaries

and affiliated companies, or (4) all other securities that are not classi-

fied in any of the above categories (“available for sale securities”).

Held to maturity debt securities are carried at amortized cost, using

the moving average method. Equity securities issued by subsidiaries

and affiliated companies that are not consolidated or accounted for

using the equity method are stated at moving average cost.

Japanese stocks classified as available for sale securities with fair mar-

ket value are revaluated at the average fair market value of the final

month in the first half fiscal year.

Securities other than Japanese stocks classified as available for sale secu-

rities with fair market value are revaluated at the balance sheet date.

Available for sale securities without fair market value are carried at

cost or amortized cost using the moving average method.

Net unrealized gains (losses) on securities available for sale, net of

taxes are recorded as a separate component of net assets and reported

on the consolidated balance sheet. 

3. Securities Invested In Money Held In Trust

Securities invested in money held in trust, which is solely entrusted

by the Bank for security trading purpose, are revalued at the fair

market value.

4. Derivative Financial Instruments

Derivative financial instruments other than trading purposes are

valued on the assumption that they are settled at the balance sheet

date (the mark-to-market accounting method).

5. Tangible Fixed Assets

Tangible fixed assets are primarily depreciated using the declining-balance

method over the following estimated useful lives. Buildings acquired after

March 31,1998 are depreciated using the straight-line method.

Buildings : 3 to 60 years 

Equipment : 2 to 20 years

Tangible fixed asset of subsidiaries and affiliates are depreciated main-

ly using the declining-balance method over the estimated useful lives.

6. Intangible Fixed Assets

Intangible fixed assets are primarily depreciated using the straight-

line method. Expenses related to software for internal use are capi-

talized in “Intangible Fixed Assets” and amortized over the estimat-

ed useful lives, generally 5 years.

Goodwill is amortized over certain periods reasonably determined

case by case no longer than 20 years, or expensed as incurred dur-

ing the current fiscal year if it is deemed immaterial.

7. Delivery Costs of Stocks, Issuance Costs of Bonds and

Discounts of Bonds

Delivery costs of stocks and issuance costs of bonds are charged to

expenses when incurred. 

The Bank adopted the revised Accounting Standards Board of Japan

(hereafter “ASBJ”) Statement No.10, “Accounting Standards for

Financial Instruments” (revised by the ASBJ on August 11, 2006).

Accordingly, bonds issued after April 1, 2006, are carried at amor-

tized cost using the straight-line method. As the result, Discounts of

bonds included in “Other Assets” was decreased by 226 million yen,
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“Short-term Corporate Bond” was decreased by 110 million yen and

“Bonds and Notes” was decreased by 116 million yen.

In addition, the Bank adopted the transitional treatment of the

Practical Issues Task Force No.19, “Tentative Solution on

Accounting for Deferred Assets” (issued by the ASBJ on August 11,

2006). As the result, discounts of bonds and notes at the March 31,

2006 were depreciated using the straight-line method over the lives

of the instruments, and deducted from “Bonds and Notes.”

8. Foreign currency translation

Assets and liabilities denominated in foreign currencies are primari-

ly translated into yen at the exchange rate at the balance sheet date. 

Assets and liabilities of consolidated overseas subsidiaries are trans-

lated into yen at the exchange rate at the each balance sheet date.

9. Reserve for possible loan losses

As for the Bank, reserve for possible loan losses is provided as detailed

below, pursuant to the internal rules for self-assessment of assets’ quali-

ty and the internal rules regarding reserves for possible credit losses.

For claims to debtors who are legally bankrupt (due to bankruptcy, sub-

ject to the Japanese Civil Rehabilitation Law, suspension of transactions

with banks by the rules of clearinghouses, etc.) or virtually bankrupt, the

specific reserve is provided based on the amount of claims, after direct

deduction described below, net of the amount expected to be collected

through the disposal of collateral or execution of guarantees.

For claims to debtors who are likely to become bankrupt, the specific

reserve is provided based on the amount considered to be necessary by

on an overall solvency assessment, on net amounts expected to be col-

lected through the disposal of collateral or execution of guarantees.

Among for claims to debtors with more than certain amount of the

Bank’s claims to debtors, 1) who are likely to become bankrupt, 2) to

whom the Bank has Restructured Loans, or 3) whom the Bank classi-

fies as “Special Mention Debtors” other than substandard ones meet-

ing certain credit criteria, where future cash flows from capital collec-

tion and interest receipt could be reasonably estimated, a reserve is

provided for the difference between the present value of expected

future cash flows discounted at the original contracted interest rate

before relaxing to support and the current book value of the claims.

For claims that are classified to the categories other than above, the

general reserve is provided based on the historical loan-loss-ratio.

The reserve for loans to borrowers in specific foreign countries is pro-

vided based on expected losses due to the political and economic situa-

tion of these countries.

All claims are assessed by the responsible branches and the Global

Credit Supervision Department based on the internal rules for self-

assessment of assets’ quality. The Corporate Risk Management

Department, which is independent from branches and credit supervi-

sion division, subsequently conducts the audits of their assessments,

and the reserve is adjusted to reflect the audit results.

As for the consolidated subsidiaries, the reserve for possible loan losses

is provided based on the historical loan-loss-ratio for ordinary claims,

and based on the amount expected to be uncollectible for each specific

claim, respectively.

And for claims to debtors who are legally bankrupt or virtually bankrupt

with collateral or guarantees, the expected uncollectible amount, net of

amounts expected to be collected through the disposal of collateral or

through the execution of guarantees, are deducted directly out of the orig-

inal amount of claims. The deducted amount was 34,910 million yen.

10. Reserve for employees’ bonus

Reserve for employees’ bonus is provided for the estimated

employees’ bonuses attributable to the first half fiscal year.

11. Reserve for employee retirement benefits

Reserve for employee retirement benefits is provided based on the

projected benefit obligation and the fair value of the plan assets at

the fiscal year end.

Prior service cost is recognized in expenses using the straight-line

method over the average expected remaining service years (mainly

10 years). Actuarial gains and losses are recognized in expenses

using the straight-line method over the average expected remaining

service years (mainly 10 years).

12. Accounting for leases

Finance leases where the ownership of the property is not trans-

ferred to the lessee are accounted for by the accounting treatment

which is equivalent to operating leases.

13. Derivatives and hedge accounting

(Interest Related Transactions)

The Bank manages interest rate risk arising from various assets and

liabilities, such as loans, bills discounted, deposits, etc., by using

financial derivative transactions and applies deferred hedge

accounting regulated by “Treatment for Accounting and Auditing

of Application of Accounting Standard for Financial Instruments

in Banking Industry” (JICPA Industry Auditing Committee

Report No.24, hereafter “Report No. 24”). In hedging activities to

offset changes in the fair value of deposits, loans, etc., as hedged

items, the Bank designates hedged items and interest rate swaps

etc. as hedging transactions by grouping them by their maturities.
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As for cash-flow-hedge, the effectiveness of the hedge is assessed by

confirming the correlation between the fluctuant factor of interest

rate for hedged items and for hedging transactions. In accordance

with “Temporary Treatment for Accounting and Auditing con-

cerning Application of Accounting Standard for Financial

Instruments in Banking Industry” (JICPA Industry Auditing

Committee Report No.15), the bank had adopted “Macro Hedge

Accounting” to account for certain interest related derivatives,

which were utilized to manage interest rate exposure of certain

changes of transactions such as loans and deposits. 

Deferred hedge income (losses) resulted from “Macro Hedge

Accounting”, which are included in “Other Assets” and “Other

Liabilities” in the consolidated balance sheet, are amortized over

the remaining period for each hedging transaction. At the balance

sheet date, deferred hedge losses and income (before net of taxes)

resulted from “Macro Hedge Accounting” were 66,227 million yen

and 64,829 million yen, respectively.

(Currency Related Transactions)

The Bank manages foreign exchange risk arising from various

assets and liabilities denominated in foreign currencies by using

financial derivative transactions and applies deferred hedge

accounting regulated by “Treatment for Accounting and Auditing

of Application of Accounting Standard for Foreign Currency

Transactions in Banking Industry” (JICPA Industry Auditing

Committee Report No. 25, hereafter “Report No. 25”). The Bank

designates specific currency swaps and foreign exchange swaps

made to mitigate foreign exchange risks arising from monetary

claims and debts denominated in foreign currencies as hedging

transactions. The effectiveness of the hedge is assessed by confirm-

ing that the monetary claims and debts denominated in foreign

currency as hedged items exceed the position of those hedging

transactions. The Bank also applies fair value hedge to mitigate for-

eign currency exchange rate exposure in available for sale securities

denominated in foreign currencies (other than bonds)as “Portfolio

Hedges” when hedged foreign currency securities are specified in

advance to the inception of the transactions and spot forward lia-

bilities exist on a foreign currency basis that exceed acquisition

costs of the foreign currency securities designated as hedged items.

(Internal Hedge Transactions)

Profits and losses arisen from hedging instruments such as interest

rate swaps and cross currency swaps among consolidated subsidiaries

and between the trading account and other accounts are either

accounted as income or deferred as asset or liability and are not elim-

inated. This treatment is allowed by the Report No. 24 and 25,

under which the Bank operated strictly and nonarbitrarily in con-

formity with the standard equivalent to the third-party cover transac-

tions which are required for hedge qualification.

(Others)

As for specific assets and liabilities, the Bank also applies the indi-

vidual deferred hedge accounting. Consolidated subsidiaries apply

the individual fair value hedge accounting and the accrual-basis

hedge accounting on interest rate swaps.

14. Investments in Stocks of Affiliated Companies

Investments in stocks of affiliated companies were 37,023 million yen.

15. Accumulated Depreciation of Tangible Fixed Assets

Accumulated depreciation of tangible fixed assets was 104,884 mil-

lion yen.

16. Delinquent Loans

“Loans in Bankruptcy Proceedings” and “Other Delinquent Loans”

were 1,281 million yen and 57,592 million yen, respectively.

Loans in bankruptcy proceedings are non-accrual loans outstanding (not

including direct write-off portion of loans) to borrowers who are legally

bankrupt as defined in Article 96 1-3 or 4 of Enforcement Ordinance

for the Corporation Tax Law.

Other delinquent loans are non-accrual loans other than 1) loans in

bankruptcy proceedings and 2) loans of which interest payments are

rescheduled in order to assist the restructuring of borrowers.

17. Loans More than Three Months Past Due

“Loans More than Three Months Past Due” amounted to 2 mil-

lion yen.

Loans more than three months past due are those loans for which

principal or interest payments are more than three months past due

from the date succeeding the due date, excluding those loans classi-

fied as delinquent loans.

18. Restructured Loans

“Restructured Loans” amounted 56,024 million yen.

Restructured loans are those loans whose terms have been relaxed to

support borrowers who are in financial difficulties excluding delin-

quent loans and loans more than three months past due.

19. Total of Delinquent Loans, Loans More than Three Months

Past Due and Restructured Loans

The total of “Loans in Bankruptcy Proceedings”, “Other

Delinquent Loans”, “Loans More than Three Months Past Due”

and “Restructured Loans” amounted 114,901 million yen. In addi-
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Balance Sheet” (issued by the ASBJ on December 9, 2005) and

the ASBJ Guidance No.8, “Guidance on Accounting Standards

for Presentation of Net Assets in the Balance Sheet” (issued by the

ASBJ on December 9, 2005) from the first half fiscal year after the

enactment of the “Corporate Law,” the appended forms in the

“Enforcement Ordinance of the Banking Law” have been revised

from the fiscal year starting April, 1, 2006 by the Cabinet Office

Ordinance No. 60, April 28, 2006. The presentations have been

changed as follows. 

(1) “Stockholders’ Equity” is presented as “Net Assets,” which is

composed of “Owners' Equity”, “Valuation and Translation

Adjustments” and “Minority Interests.” “Stockholders’

Equity” under the previous definition would have been

1,155,989 million yen at the balance sheet date.

(2) Losses and gains as well as fair values from hedging instru-

ments, formerly netted and included in “Other Assets,” are

accounted, net of taxes, in “Net Deferred Losses on Hedging

Instruments, Net of Taxes” in “Valuation and Translation

Adjustments.”

(3) “Minority Interests” formerly stated after “Liabilities,” is pre-

sented in “Net Assets.”

(4) Former “Premises and Equipment” were reclassified into

“Tangible Fixed Assets”, “Intangible Fixed Assets” or “Other

Assets”.

(5) Software asset formerly included in “Other Assets,” is pre-

sented in “Intangible Fixed Assets.”

(6) Goodwill formerly shown independently in the balance sheet is

shown in a part of “Intangible Fixed Assets”. As the result, amorti-

zation of goodwill, formerly charged to “Other Operating

Expenses” in “Operating Expenses,” was charged to “General and

Administrative Expenses” in “Operating Expenses.”

27. Investment Associations

The Bank adopted the ASBJ Practical Issues Task Force No.20,

“Practical Solution on Application of Contol Criteria and

Influence Criteria to Investment Associations” (issued by the ASBJ

on September 8, 2006). However, the adoption did not have a

material impact on the Bank’s financial condition.

tion, Amounts described in Notes 16 to 19 were before deducting

reserve for possible loan losses.

20. Revaluation Reserve for Land

In accordance with the “Law Concerning Revaluation Reserve for

Land,” the Bank recorded unrealized revaluation loss in net assets,

of which deferred tax was deducted from the gross surplus, based

on the evaluations as of March 31, 1999.

21. Other Assets

“Other Assets” in the consolidated balance sheet includes the

amount of 6,316 million yen of provisional payment of the with-

holding tax. For this issue, the Bank received reassessment notice

from the tax office claiming the Bank’s responsibility for collecting

withholding tax on some of its repurchase agreement transactions.

The Bank filed a petition with the National Tax Tribunal object-

ing to such tax imposition, whereby the Bank’s petition was dis-

missed on February 22, 2005. However, the Bank disputed the

alleged legal basis for this imposition, and then filed a lawsuit in

the Tokyo District Court on March 31, 2005 and the claim is cur-

rently in litigation.

22. Borrowed Money

Borrowed money included subordinate debt of 138,500 million yen.

23. Bonds and Notes

All bonds and notes are subordinated.

24. Principal of Guaranteed Trust Account

Principals of Jointly-Operated Money Trusts (“JOMTs”) and

Loan Trust, whose repayment of the principal is guaranteed by

the Bank, were 919,227 million yen and 829,453 million yen,

respectively.

25. Net Income per Share 686.20 yen

The Bank adopted the ASBJ Guidance No.4, “Guidance on

Accounting Standard for Earnings Per Share” (revised by the ASBJ

on January 31, 2006). Accordingly, the Bank includes net of dif-

fered hedge income and losses in the calculation of earnings per

share. As the result, the earnings per share decreased by 4.72 yen

compared to the previous method.

26. Presentations of Net Assets

Due to the introduction of the ASBJ Statement No.5,

“Accounting Standards for Presentation of Net Assets in the
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3. Statement of Changes in Net Assets

The Bank adopted the ASBJ Statement No.6, “Statement of

Changes in Net Assets” (issued by the ASBJ on December 27,

2005) and the ASBJ Guidance No.9, “Guidance on Accounting

Standard for Statement of Changes in Net Assets” (issued by the

ASBJ on December 27, 2005) from this first half fiscal year after

the enactment of the “Corporate Law”. Accordingly, Statement of

Changes in Net Assets replaced Statements of Capital Surplus and

Retained Earnings.

Statement of Changes in Net Asset 

1. Issued Share and Treasury Stock

Issued Share and Treasury Stock are as follows:

2. Dividends
Dividends are as follows:

Dividends, which record date is by this interim period and effective date of distribution is after the end of the first half fiscal year, are as follows:

Increase Decrease
Number of Shares 
Outstanding at the 

End of Previous Period

Number of Shares 
Outstanding at the 

End of Current Period

(Thousands of Shares)

Notes :
1) Issued share increased by 568 thousand shares due to exercise of stock warrants.
2) Treasury stock incresed by 54 thousand stocks due to requests for redemption of odd-lot stocks.
3) Treasury stock decreased by 3 thousand stocks due to requests for additional purchase of odd-lot stocks.

Statement of Income 

1. Net Income per Share 38.23 yen

2. Net Income per Share (fully diluted) 38.22 yen

3. Trading Profits and Losses

Profits and losses on trading transactions are shown as “Trading

Income” or “Trading Expenses” on a trade date basis.

4. Other Ordinary Income

“Other Ordinary Income” includes gains on sale of stocks and other

securities of 6,120 million yen.

5. Other Ordinary Expenses

“Other Ordinary Expenses” includes provision for reserve for possi-

ble loan losses of 3,660 million yen.

Number of issued shares: 

Common Stock ...............................................................................

Treasury Stock:

Common Stock ...............................................................................

1,672,892

322

568

54

—

3

1,673,460

373

Resolution Cash Dividends 
per Share Record DateCash Dividends

Declared
Effective Date
of Distribution

(Millions of Yen)
10,035

Type of Shares

Common
Stock

29-Jun-06 
Ordinary General Meeting of Shareholders 31-Mar-06 30-Jun-06(Yen)

6.00

Resolution
Source of

Distribution
Surplus

Cash Dividends 
per Share

Cash Dividends
Declared Record Date Effective Date

of Distribution

(Millions of Yen)
14,221

Type of Shares

Common
Stock

20-Nov-06 
Board of Directors

Other Retained
Earnings

(Yen)
8.50 30-Sep-06 08-Dec-06

Statement of Cash Flows 

1. Cash and Cash Equivalents

In preparing the consolidated statement of cash flows, cash and

due from Bank of Japan in the case of the Bank, and cash and due

from banks in the case of the consolidated subsidiaries, are consid-

ered “Cash and Cash Equivalents.”



2. Reconciliation of Cash and Cash Equivalents

replaced “Purchase of Premises and Equipment,” and “Proceeds

from Sales of Tangible Fixed Assets” replaced “Proceeds from

Sales of Premises and Equipment.”

(2) As “Purchase of Intangible Fixed Assets” and “Proceeds from

Sales of Intangible Fixed Assets” are stated in the cash flows

from investing activities, depreciation of intangible fixed assets

is included in “Depreciation.” As the result, “Depreciation”

increased by 4,907 million yen and “Other - Net” decreased by

the same amount.

3. Presentations of the Statement of Cash Flows

The statement of cash flows was presented under the revised

appended forms in the “Enforcement Ordinance of the Banking

Law” amended by the Cabinet Office Ordinance No. 60, April 28,

2006. Presentation has been amended as follows:

(1) Since “Premises and Equipment” has been restated into

“Tangible Fixed Assets,” “Intangible Fixed Assets” and “Other

Assets” in the balance sheet, ”Losses (Gains) on Sale of Fixed

Assets“ replaced “Losses (Gains) on Sale of Premises and

Equipment.” Similarly, ”Purchase of Tangible Fixed Assets“

The Bank will pursue intergroup reorganization of the two com-

panies in 2008 after discussion with Matsushita Electric

Industrial Co., Ltd., a joint partnership shareholder of SMFC,

and aim to strengthen its non-bank businesses and achieve sus-

tainable growth in its consolidated earnings.

(2) Outline of Subject Company

1) Company name : STB Leasing Co., Ltd.

2) Main area of business : General leasing businesses (leasing,

installment sales, business loans

and related businesses)

3) Location : 2-3-4 Nihonbashi, Chuo-ku,

Tokyo

4) Representative : Jiro Araki, President and CEO

5) Capital : 5,064 million yen 

(as of September 30, 2006)

6) Number of total issued shares : 21,584,300 shares 

(Common Shares)

7) Total assets : 500,341 million yen 

(as of September 30, 2006)

(3) Period of Share Purchase

December 5, 2006  (Commencement date of settlement)

(4) Number of Purchased Share Certificates, Purchase Price and

Proportion of Ownership after Purchased

1) Number of purchased share certificates : 19,846,282 shares

2) Purchase price : 2,050 yen per share

Number of shares held before Tender Offer : 970,000 shares

Number of shares held after Tender Offer : 20,816,282shares

3) Proportion of ownership after purchased : 96.44%

(5) Method of funding

All funds for purchase are self-financed.

Subsequent Event (As of December 15, 2006) 

1. Notice of Results of Tender Offer and Change in Subsidiaries

The Bank resolved at the meeting of its Board of Directors held on

October 13, 2006 to conduct a tender offer of common stock (list-

ed on the first section of the Tokyo Stock Exchange) of STB

Leasing Co., Ltd., an affiliated company, (hereafter the “STBL”)

(the “Tender Offer”), and made the Tender Offer from October

24, 2006 to November 27, 2006. As a result of the Tender Offer,

the STBL became a consolidated subsidiary of the Bank as of the

commencement date of settlement (December 5, 2006).

(1) Objective of Tender Offer

The Bank has been actively pursuing strategic investments and

capital/business alliances, against the backdrop of its financial

soundness, in order to accelerate organic growth and to enhance

customer and business franchises.

The Bank’s group now has two leasing companies, Sumishin

Matsushita Financial Services Co., Ltd. (hereafter the “SMFC”), a

consolidated subsidiary, which has strength in a wide variety of

financial functions and a vast customer franchise, and STBL which

has strength in leasing to large corporations. In the leasing industry,

a further increase in competition and lower profitability are expect-

ed partly because of expected revision of the accounting rule regard-

ing leasing transactions. Therefore, expansion, diversification and

integration of their businesses are urgent issues for these companies.

In responding to such changes in the business environment, the

Bank undertook the Tender Offer in order to make STBL its

wholly owned subsidiary. Upon the completion of the Tender

Offer, the Bank plans to clearly position STBL as one of its core

subsidiaries and will aim to strengthen its competitiveness by effec-

tively utilizing the management resources of the Bank’s group.

Cash and Due from Banks ...............................................................................................................................................................

Due from Banks (excluding due from BOJ) .....................................................................................................................................

Cash and Cash Equivalents...............................................................................................................................................................

¥ 555,165

(327,275)

¥ 227,889

Millions of Yen
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