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INDEPEMDENT AUDITOR"S REPORT

To the Board of Directors of The Shiga Bank, Ltd -
Opinion

W have audited the consobdated financial statements of The Shiga Bank, Ltd. and ils consalidated
subsidiaries (the "Group”), which comprise the consolidated balance sheet as of March 31, 2021, and the
cansolidated statement of mcome, consolidated statement of comprehensive mcoma, consolidatied
statement of changes in equity and consolidated statement of cash flows for the year then ended, and
netes to the consolidated financial staternents. including a summary of significant accounting policies, all
expressed in Japanese yen

In our opénion, the accompanying consalidated financial statemens present fairly, in all material respects,
the consolidated financial position of ihe Group as of March 31, 2021, and its consolidated financial
performance and its consodated cash flows for the year then ended in accordance with accounting

principias generally accepbed in Japan,
Convienlence Translation

Our audit also comprehended the ranslaton of Japanese yen amounts info U5, dollar amounts and, m
oul opinion, such transtation has been made in accordance with the basis siated in Nole 1 to the
consolidated financial statements, Such U.S. dollar amounts ane presented solely for the comeenience of
readers outssde Japan

Basis for Opinion

We conducied our audit in accordance with auditing standards generally accepted in Japan. Our
responsibisties under those standards ane further described in the Audior's Responsibilities Tor the Audn
of the Consolidated Financial Statements section of our report. We are independent of the Groug in
accordance with the provisicns of the Code of Professional Ethics in Japan, and we have fulfilled our other
ethical responsibilites as auditors, We believe that the audit evidence we have oblained is sufficeent and
approgriate (o prowide a basis for our opinion

Koy Audit Matter
A key audit matter i a matter that, in our professional judgment, was of most significance in our audit of
the consolidated financial statements of the current penod. The matier was agdressed in the context of

aur audit of the consalidated financial statements as a whaole, and in forming ouwr apinion theseon, and we
do not provide a separate apinion on the matiar.

ke of
Defortie Touche Tohmatsy Limited
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The Debermination of the Allowance for Loan Losses

Key Audit Matter Description

Mo thie Key Audit Matier Was
Addressed in the Audit

The Shiga Bank, Lid. {the "Bank™) maintains an allowancg
for loan os%es o absord incurred probabde osses due o
defauits, eic., by borrowers, assessing the bomowers'
financial conditions and repayment statuses, the fair value
of collateral, the borrowers” business environments and so
farth. As of March 31, 2021, loans and bills discownted of
¥4 001 8 Bllion and an alswancs fof loan kbeses of 336
billon against these loans and bills were recorded on the
consolidated balance sheal

The determination of the aliowance for loan kosses, as
described in Nate 2. Summary of significant actounting
policies (k) Allcwance for lpan losses and (v) Significant
accounting estimates, is based on the Bank's intarnal rules
for cradi ratings and seif-assessment of asset quality,
depending on the degree of risk, by categorizing loans ino
frve debior classifications. normal debtors, deblors on
close watch, deblors who are likely to go bankrupt, debtors.
who are virtually bankrupt and deblors who ans hegally
bankrupl. In the seif-assessment of asset quality, an
operating division, swch 85 a branch, assesses borrowear
credit ratings and the debtor classfications that ane
commeansurate with the credit ratings, and then the credit
risk managament devision in the Credil Supenvision
Department approves both of them. Through the process
of detenmining the deblor classifications, the bormowars’
situations are considered by assessing their repayment
capabilities based on the financial conditions, cash flows,
eaming capacibies and 0 on. The determination of deblor
classifications may depend an futuré performance
estimales, such as the borrower's business improvement
plan. To secune the accuracy of the results of such self-
assessment of asset guality, the Assel Assessment
Division, which is independent of the: oparating division
and tha cradd risk management division, inspecls seleched
bonrowers in accordance with certain critena.

When the delermination of debtor classifications depends
on future parformance estimates, factors such as a
business improvement plan, future forecasts of business
environmenis, incleding the fulure growth of the industry o
which a bormower balongs. supply and demand
environments of markets, price trends, and the feasibility
of management measures, including cost-cutting and
FEVENUE improvement measures, ane significant factors to
determine the deblor classifications. As a resulf, the
determination of debtor classhicabons is highly depandeant
on management’s sublective judgmenis, and the risk of
managemant bias in making estimates may increase for
large borrowers who have large unsecured amounts
Additonally, the uncertainty in the estimation of future
performancas bacomas higher for borrowers significantly
affected by the novel coranavirus infection ("COVID-157),

Tharefore, we identified the determination of the aliowance
for knan osses as & key audil matter becauss tha
determination of debior classification i highly dependent
on the estimation of future performance and has significant
impacts on the Bank's results of operations if the debtars’
classifications deleniorate,

Owr audil procedures o address this key auwdit
matter inciuded the following procedures,
among others:

Wi fasted the efectivensss of mbernal
controds over the datermination of dablor
classifications based on the Bank's internal
rules: for credit ratings and self-assessment
of assel quality for the borrowers related to
this Key auda matier,

e evaluated the ressonableness of the
future forecasts of bussess anvironments,
inchsding future growth of industries o
which borrowers belong, supply and
demand environments of markeis and prce
trends by testing the consistency betwesn
the underlying fgures used as premises for
forecasis and objective facts, such as
statistical research and reseanch
instiutions’ repons,

We evaluated the reasonableness of the
DorTowWers ment measures,
including cost-cutting and revenus
Empfovernent measures, by mapecting the
refated materials used lo develop such
measures 1o determane whethar they were
supporied by concrete figures.

With regard 1o the progress of bormowers”
management measures, wa inquired of the
divigsan thal was imolved in the
determination of the deblor classiications,
inspected borrowers’ financial statements
and thair latest trial balances and compared
ihe planned forecasis with aciual results, In
addition, we inguired of the Credit
Supervision Dapartrent, which was
responsitle for the approving the
determination of the deblor ciassifications,
and inspected the records of inteniews with
borrowwers and the reconds of consultatons
with financial institutions that supportad
porowers, and evaleated the progress of
the managameant measures, taking inta
acocount the impacts of COVID-19




Responsibilities of Managemeant and Audit & Supervisory Board Members and the Audit &
Supervisory Board for the Consolidated Financial Statements

Management is responsible for the preparation and fair presentation of the consclidated financial
statemenis in accordance with accounting principles generally accepted in Japan, and for such internal
control as management determines is necessary to enable the preparation of consolidated financial
stalemants that are free from material messtatement, whether due to fraud or arror.

in preparing the consolidated financial statemants, managemant is responsible for assessing the Group's
ability to continue as a going concern, disclosing, as applicable, matters related to going concern in
accordance with accounting principles generally accepted in Japan and using the going concern basis of
sccounting unless management aithar intends to iquidate the Group o to cease operations, or has no
realistic allarmative but to do 50

Apdit & Supendsaony Board members and the Audit & Supervisory Board are responsible for oversesing
the Direclons’ execution of duties relating to the design and operating effectiveness of the controls over the

Group's financial reporting process.
Auditor's Responsibilities for the Audit of the Consolidated Financial Statements

Dur objectives ara 1o obtain reasonable asswanch aboul whether the consolidated fimancial statements as
awhole are free from malerial misstaternent, whether due to frawd or ermor, and fo is5ue an audilor's
repaort that includes our opinion. Reasonable assurance is a high leved of assurance, but s nol a
guaranise that an audit conducted in accoraance with auditing standards generally accepted in Japan will
atways detect 8 material mésstatemant when it exists. Misstatements can arise from fraud oF efor and ane
considered matenial if, individually of in the aggregate, they could reasonably be expected to influence the
economee decsions of usars taken on the basis of these consolidaled financial siatements.

As parl of an awdit in accordance with audfling standacds generally accepled in Japan, we axercise
prafessional judgment and maintain professional skepticism throughout the audd. We also

*  Identity and assess the risks of material misstatement of the consolidated financial statements,
whether due to fraud or error, design and perform audit procedures responsive 1o those risks, The
proceduras selecied depend on the auditor's judgment. In addition, we obtain audit evidence that is
sufficient and appropriate to provide a basis for our cpinion. The risk of not debecting a material
missiaternent resulting from fraud is higher than for one resulbing from error, a8 frawd may invohe
cobusion, forgery, intentional omissicns, misrepresentations, or the override of internal control.

»  Qibtain, when performing risk assessment procedures, an understanding of infermal control relevant 1o
th audit in order to design awdit procedures thatl ane appropriate in the circumstances, bul not for the
purpose of expressing an cpinion on the effectiveness of the Group's infarmal contal,

+ Evaluate the appropriateness of accounting policies wsed and the reasonableness of accounting
astmates and reiated disciosures made by management.

=  Conclude on the approprigtenass of managament's use of the going concam basis of accounbng and,
based on the audit evidence obtained, whither & matersl uncertainty exists related 1o events or
conditeons thal may cast significant doubt on the Group’s ability to continue as a goang concern. |f we
conclude that a matérial uncerainty @xists, wa are feguingd b dravw atténton in our auditors repor o
the retated disclosunes in the conscbdated fnancial staterments or, if such disciosures are inadequate,
to modify our opinion, Our conclusions are based on the audit evidence obtained up to the date of our
auditor's report. Howeaver, future events of conditions may cause the Group to cease o continue as a
GOIRG OMGET

=  Ewvaluate whether the overall presentation and disclosuras of the consoladated financial statements are
in accordance with accounting principles generally accepted in Japan, as well as the overall
presentaton, strecture and conbent of the consolidated financial statemants, including the disciosures,
and whether the consclidated fnancial staterments represent the underyng ransactions and events in
a manner that achieves far presentation
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+  Olbtain sufficient appropriate audit evidence ragarding the financial information of the entties or
business activities within the Group 1o &xpress an opinion on the conscidated financial statements.
We are responsible for the direction, supervision and parformance of the group audit. We remain
solely responsibie for our audit opinion.

We communicate with Audit & Supervisory Board members and the Audil & Supervisory Board regarding.,
among ciher matiers, the planned scope and timéng of the awdit and signficant audi findings. ncludng
any significant deficiencies in internal control that we identify during our audit,

We also provide Audit & Supervisory Board members and the Audit & Supervisory Board with a statement
that we have complied with relevant ethical requirements regarding independence, and communicate with
them all relaticnships and other matiers that may reasonably be thought to bear on our independence,
and whene applicable, related safeguards

From the matiers communicated with Audit & Supervisory Board members and the Audit & Supervisory
Board, wa determine those matters thal were of most significance in the audit of the consolidaled financial
slatemants of the cument peniod and ane therefore the key audit matters. We describe these mathers in our
auditor's repor unless law of reguiation preciedes public discicsure about the matter or when, in
mdremely rane circumstances, we determing that a matter should nof be communicated in our report
becausa the adverse consaguences of doing so would reasonably be expectid o cutweigh the pubhkc
interest banafils of such communicaton

Interest Required to Be Disclosed by the Certified Public Accountants Act of Japan

Our fiem and its designated engagament partners do not hane any mlerest in the Group which s reguired
to be disclosed pursuant fo the provigsons of the Certified Public Accountants Act of Japan.

Polsitls- Totrke o Lre

Juna 4, 2021





