Five-Year Performance Summary
AEON Financial Service Co., Ltd. and Subsidiaries

Years Ended February 28,2023, 2022 and 2021, Year Ended February 29, 2020 and Year Ended March 31, 2019

Millions of Yen

Thousands of

U.S. Dollars"™
2023029 20222 20212 20200279 201972 2023
For the Year:
Total operating revenues ¥ 451,767 470,657 ¥ 487,309 ¥ 457,280 438,441  $ 3,313,532
Total operating expenses 392,907 411,804 446,658 392,210 368,420 2,881,819
Income before income taxes 59,801 59,746 39,305 64,530 69,178 438,619
Net income attributable to
owners of the parent 30,678 30,213 17,694 34,150 39,408 225,010
Yen U.S. Dollars™
Per Share Data:
Net assets ¥ 2,014.29 1,965.47 ¥ 1,860.08 ¥ 1,823.05 1,764.05 $ 14.77
Basic net income 142.13 139.98 81.99 158.25 182.64 1.04
Diluted net income 142.12 139.97 81.97 154.15 173.20 1.04
. Thousands of
Millions of Yen U.S. Dollars®™
At Year-End:
Finance receivables—net of
allowance for credit losses ¥ 2,491,271 2,219,939 ¥ 2,175,612 ¥ 2,292,210 2,197,819 $ 18,272,485
Loans in banking
business—net of allowance
for credit losses 2,156,978 2,104,536 1,993,575 1,672,020 1,582,322 15,820,584
Property and equipment 31,925 34,320 39,152 45,303 39,205 234,159
Total assets 6,659,469 6,278,586 6,123,722 5,781,371 5,254,080 48,844,570
Total liabilities 6,118,335 5,769,531 5,649,054 5,322,296 4,805,375 44,875,569
Total equity 541,134 509,055 474,668 459,075 448,705 3,969,001
Percentage
Ratios:
Equity ratio 6.5% 6.8% 6.6% 6.8% 7.2%
Return on assets 0.5 0.5 0.3 0.6 0.8
Return on equity 7.1 7.3 4.5 8.8 10.5

(*1) The translation of Japanese yen amountsinto U.S. dollar amounts is included solely for the convenience of readers outside Japan and has been made at the rate of
¥136.34 to U.S.$1, the exchange rate as at February 28,2023. Such translation should notbe construed as a representation that the Japanese yen amounts could be

converted into U.S. dollars at that or any other rate.

(*2) Effective from April 1,2019, AEON Financial Service Co., Ltd. (the “Company”) has reorganized its businessdivisions and isno longer a bank holding company.
Accordingly, the Company and its subsidiaries (the “Group”) have prepared the consolidated financial statements for the fiscal years ended February 28,2023, 2022 and
2021 and February 29,2020 in accordance with the “Ordinance on the Terminology, Forms and Preparation Methods of Consolidated Financial Statements” (Ordinance
of the Ministry of Finance No. 28 of 1976), which prescribes classifications of assetsand liabilities and revenues and expenses. The financial results for the fiscal year
ended March 31,2019 are reclassified on the modified basis of measurement.

(*3) Since the Group has changed its consolidated fiscal year end to the last day of February, the consolidated fiscal year ended February 29, 2020 comprises 11 months from

April 1,2019 to February 29, 2020.

(*4) Effective from March 1,2022, the Company and its domestic subsidiaries have adopted the “Accounting Standard for Revenue Recognition” (Accounting Standards
Board of Japan (ASBJ) Statement No. 29, March 31, 2020), etc. The financial results for the fiscal year ended February 28,2023 are presented in accordance with this

Accounting Standard.



Financial Review
AEON Financial Service Co., Ltd. and Subsidiaries
Year Ended February 28,2023 and 2022

RESULTS OF OPERATIONS
Millions of Yen

Percentage
2023 2022 Amount Change Change
Operating Revenues:
Credit card purchase contracts ¥ 112,416 ¥ 131,780 ¥ (19,364) (14.7) %
Hire purchase contracts 48,451 42,663 5,788 13.6
Loan contracts 137,960 128,421 9,539 7.4
Financial revenue 34,403 33,684 719 2.1
Insurance revenue 13,205 29,190 (15,985) (54.8)
Fees and commissions 62,179 60,991 1,188 1.9
Gain on bad debts recovered 16,117 11,921 4,196 35.2
Other operating revenues 27,036 32,007 (4,971) (15.5)
Total operatingrevenues 451,767 470,657 (18,890) (4.0)
Operating Expenses:
Financial expenses (23,562) (21,433) (2,129) 9.9
Insurance expenses (12,929) (28,192) 15,263 (54.1)
Fees and commissions (11,345) (11,463) 118 (1.0)
Selling, general and administrative expenses (278,086) (295,403) 17,317 (5.9)
Provision for credit losses and write-off of bad debts (63,949) (52,364) (11,585) 22.1
Other operating expenses (3,036) (2,949) (87) 3.0
Total operating expenses (392,907) (411,804) 18,897 (4.6)
Operating Income ¥ 58,860 ¥ 58,853 ¥ 7 0.0 %

Consolidated Financial Summary

AEON Financial Service Co., Ltd. (hereinafter, “the Company”) and its subsidiaries (collectively, “the Group”) have setthe basic policy for the
Medium-term Management Plan (FY2021 - FY2025) as “Second Founding: Innovation of Value Chains and Creation of Networks” and are
implementing reforms for the growth of the Group. In Domestic segment, the Group worked on investments and enhancement of its
infrastructure to integrate the common ID system of AEON Group. At the same time, the Group worked to improve convenience through the use
of AEON Group common points and promote cashless payments through the use of AEON Pay for code payments and expanded the Group’s
online services that enable applications and various procedures. In Global segment, the Group is working on digital financial inclusion by
developingand improvingapplications that enable customers to complete the process from completing application forms to using various
services on their smartphonesand by sophisticating the creditadministration process.

For the fiscal year ended February 28, 2023, the Group worked to increase the volume of various transactions by promoting sales campaigns in
line with changes in consumer spending patterns as economic activities recovered from the impact of coronavirus disease 2019 (“COVID-19") in
countries and regions where the Group operates. The increase in balances of personal loansand hire purchases in Global segmentas well as the
recovery in the transaction volume of credit card purchases and the balance of operating receivables in both Domestic and Global segments
contributed to the consolidated operating revenues of ¥451,767 million ($3,313,532 thousand). Excluding the effect of a decrease of ¥37,401
million ($274,324 thousand) resulting from the adoption of the “Accounting Standard of Revenue Recognition” in Japan, consolidated operating
revenues increased as compared to the fiscal year ended February 28, 2022. Consolidated operatingincome increased by ¥7 million ($51
thousand) to ¥58,860 million ($431,713thousand) as compared to the fiscal year ended February 28, 2022, with adelay in recovery of the
balance of operating receivables in Domestic segment for the latter half of the current fiscal year.



Finance Receivablesand Loans in Banking Business

Millions of Yen

Percentage
2023 2022 Amount Change Change
Installment sales receivables:
Credit card purchase contracts ¥ 1,126,220 ¥ 966,384 ¥ 159,836 165 %
Hire purchase contracts 643,369 599,901 43,468 7.2
Subtotal 1,769,589 1,566,285 203,304 13.0
Operating loan receivables 845,263 772,604 72,659 9.4
Allowance for credit losses (123,581) (118,950) (4,631) 3.9
Total finance receivables ¥ 2,491,271 ¥ 2,219,939 ¥ 271,332 12.2 %
Millions of Yen
Percentage
2023 2022 Amount Change Change
Loans and bills discounted ¥ 2,160,775 ¥ 2,110,011 50,764 24 %
Allowance for credit losses (3,797) (5,475) 1,678 (30.6)
Total loans in bankingbusiness ¥ 2,156,978 ¥ 2,104,536 52,442 25 %
Cash Flows

Net cash provided by operating activities for the fiscal year ended February 28, 2023 increased by ¥28,852 million ($211,614 thousand) to
¥105,139 million ($771,150thousand) as compared to the fiscal year ended February 28, 2022, mainly due to an increase in installment sales
receivables resulting from an expansion of the transaction volume of credit card purchases, while deposits in bankingbusiness increased as a

resultof expanded use of the deposits as settlementaccounts.

Net cash provided by investingactivities for the fiscal year ended February 28,2023 was ¥11,796 million ($86,522 thousand) (net cash usedin
investingactivities was recorded at ¥33,562 million for the fiscal year ended February 28, 2022), mainly because proceeds fromsales and
redemption of securities exceeded payments for purchases of securities.

Net cash used in financingactivities for the fiscal year ended February 28, 2023 increased by ¥1,051 million ($7,706 thousand) to ¥14,559
million ($106,785 thousand) as compared to the fiscal year ended February 28, 2022, mainly due to an increase in payments of cash dividends.

As a result of the above, the balance of cash and cash equivalents as at February 28, 2023 increased by ¥107,065 million ($785,278 thousand) to
¥804,694 million ($5,902,108 thousand) as compared to that as at February 28, 2022.

BUSINESS PERFORMANCE BY REPORTABLESEGMENT
Total Assets, Operating Revenues and Income by Reportable Segment

Millions of Yen

Percentage
2023 2022 Amount Change Change
Total Assets:
Retail ¥ 5,001,097 ¥ 4,818,288 ¥ 182,809 38 %
Solutions 971,616 935,681 35,935 3.8
China Area 113,466 76,592 36,874 48.1
Mekong Area 375,856 321,276 54,580 17.0
Malay Area 355,060 290,395 64,665 22.3
Reconciliations (157,626) (163,646) 6,020 (3.7)
Total assets ¥ 6,659,469 ¥ 6,278,586 ¥ 380,883 6.1 %
Operating Revenues(™:
Retail ¥ 167,877 ¥ 213579 ¥ (45,702) (21.4) %
Solutions 176,359 178,848 (2,489) (1.4)
China Area 22,462 15,743 6,719 42.7
Mekong Area 86,021 72,416 13,605 18.8
Malay Area 60,902 49,980 10,922 21.9
Reconciliations (61,854) (59,909) (1,945) 3.2
Total operatingrevenues ¥ 451,767 ¥ 470,657 ¥ (18,890) (4.0) %
Segment Profits:
Retail ¥ 3,873 ¥ 8,090 ¥ (4,217) (52.1) %
Solutions 14,288 17,836 (3,548) (19.9)
China Area 7,717 5,531 2,186 395
Mekong Area 18,997 15,298 3,699 24.2
Malay Area 15,716 12,977 2,739 21.1
Reconciliations (1,731) (879) (852) 96.9
Total segment profits ¥ 58,860 ¥ 58,853 ¥ 7 0.0 %

(*1) For segment revenues, the Group uses operating revenues instead of sales, which are used by normal commercial companies.



Consolidated Balance Sheet
AEON Financial Service Co., Ltd. and Subsidiaries
February 28,2023 and 2022

Thousands of

U.S. Dollars
Millions of Yen (Note 1)
2023 2022 2023
ASSETS
Current assets:
Cash and cash equivalents ¥ 804,694 ¥ 697,629 $ 5,902,108
Deposits with banks (Notes 6 and 16) 37,922 41,154 278,146
Call loans (Note 16) 10,374 8,864 76,088
Finance receivables—net of allowance for credit losses
(Notes 3, 5, 6 and 16) 2,491,271 2,219,939 18,272,485
Lease receivables and investment assets (Note 15) 11,952 12,585 87,660
Loans in banking business—net of allowance for credit losses
(Notes 3, 5, 16, 18 and 21) 2,156,978 2,104,536 15,820,584
Securities in banking business (Notes 4, 6 and 16) 460,545 536,221 3,377,917
Securities in insurance business (Notes 4 and 16) 18,135 49,397 133,013
Monetary claims bought (Notes 4 and 16) 22,535 27,029 165,285
Money held in trust (Notes 4 and 16) 123,895 111,016 908,720
Other current assets (Notes 14 and 16) 200,523 170,800 1,470,759
Total current assets 6,338,824 5,979,170 46,492,765
Property and equipment:
Structures 26,227 23,883 192,367
Equipment 88,001 87,333 645,449
Construction in progress 222 109 1,630
Other property and equipment 468 448 3,432
Total 114,918 111,773 842,878
Accumulated depreciation (82,993) (77,453) (608,719)
Net property and equipment (Note 22) 31,925 34,320 234,159
Investments and other assets:
Investment securities (Notes 4 and 16) 17,959 12,990 131,726
Deferred tax assets (Note 13) 37,544 39,022 275,372
Guarantee money deposits (Note 6) 50,742 50,438 372,170
Goodwill (Note 22) 13,192 14,925 96,754
Software (Note 3) 113,906 107,732 835,455
Other assets 55,377 39,989 406,169
Total investments and other assets 288,720 265,096 2,117,646
Total assets ¥ 6,659,469 ¥ 6,278,586 $ 48,844,570
LIABILITIES AND EQUITY
Current liabilities:
Accounts payable (Note 16) ¥ 314,542 ¥ 281,117 $ 2,307,044
Deposits in banking business (Note 16) 4,397,954 4,178,545 32,257,251
Short-term borrowings (Notes 6, 7 and 16) 221,934 204,074 1,627,801
Commercial paper (Notes 7 and 16) 75,000 85,000 550,095
Current portion of long-term borrowings (Notes 7 and 16) 117,859 90,215 864,445
Current portion of bonds (Notes 7 and 16) 85,237 63,410 625,182
Allowance for point program 798 7,129 5,854
Other current liabilities (Notes 7 and 14) 131,186 142,755 962,198
Total current liabilities 5,344,510 5,052,245 39,199,870
Non-current liabilities:
Reserve for insurance policy liabilities 54,338 64,368 398,548
Bonds (Notes 7 and 16) 264,826 277,250 1,942,394
Long-term borrowings (Notes 6, 7 and 16) 417,239 335,933 3,060,283
Deferred tax liabilities (Note 13) 1,286 1,274 9,434
Allowance for loss on refund of interest received 4,823 6,476 35,375
Other liabilities (Notes 7 and 8) 31,313 31,985 229,665
Total non-current liabilities 773,825 717,286 5,675,699
Total liabilities 6,118,335 5,769,531 44,875,569
Commitments and contingent liabilities (Notes 15, 17 and 18)
Equity (Notes 9 and 10):
Common stock—authorized, 540,000,000 shares;
issued, 216,010,128 shares in 2023 45,698 45,698 335,178
and 216,010,128 shares in 2022
Capital surplus 120,270 119,990 882,135
Stock acquisition rights—208 rights in 2023 and 191 rights in 2022 14 33 99
Retained earnings 278,172 258,525 2,040,285
Treasury stock—at cost, 152,460 shares in 2023 and 172,749 shares in 2022 (391) (443) (2,863)
Accumulated other comprehensive income:
Unrealized loss on available-for-sale securities (Note 4) (27,662) (2,550) (202,889)
Deferred gain (loss) on derivatives under hedge accounting 121 (1,628) 886
Foreign currency translation adjustments 18,739 4,852 137,439
Accumulated adjustments for retirement benefits (Note 8) (147) (222) (1,081)
Total 434,814 424,255 3,189,189
Non-controlling interests 106,320 84,800 779,812
Total equity 541,134 509,055 3,969,001
Total liabilities and equity ¥ 6,659,469 ¥ 6,278,586 $ 48,844,570

See notes to consolidated financial statements.



Consolidated Statement of Income
AEON Financial Service Co., Ltd. and Subsidiaries
Year Ended February 28,2023 and 2022

Thousands of

U.S. Dollars
Millions of Yen (Note 1)
2023 2022 2023
Operating revenues:
Credit card purchase contracts ¥ 112,416 ¥ 131,780 $ 824,527
Hire purchase contracts 48,451 42,663 355,369
Loan contracts 137,960 128,421 1,011,882
Financial revenue:
Interest on loans in banking business 24,371 22,879 178,754
Interest and dividends on securities in banking business 3,162 4,866 23,195
Interest on call loans 205 30 1,501
Interest income 876 774 6,421
Other financial revenue 5,789 5,135 42,462
Total financial revenue 34,403 33,684 252,333
Insurance revenue:
Reversal of policy reserve 10,030 22,271 73,565
Other insurance revenue 3,175 6,919 23,288
Total insurance revenue 13,205 29,190 96,853
Fees and commissions 62,179 60,991 456,057
Gain on bad debts recovered 16,117 11,921 118,209
Other operating revenues 27,036 32,007 198,302
Total operating revenues (Note 22) 451,767 470,657 3,313,532
Operating expenses:
Financial expenses:
Interest expenses (18,954) (16,596) (139,019)
Interest on deposits in banking business (2,398) (1,864) (17,587)
Other financial expenses (2,210) (2,973) (16,213)
Total financial expenses (23,562) (21,433) (172,819)
Insurance expenses:
Insurance claims (11,192) (28,045) (82,085)
Other insurance expenses (1,737) (147) (12,742)
Total insurance expenses (12,929) (28,192) (94,827)
Fees and commissions (11,345) (11,463) (83,215)
Selling, general and administrative expenses (Note 11) (278,086) (295,403) (2,039,648)
Provision for credit losses and write-off of bad debts (63,949) (52,364) (469,044)
Other operating expenses (3,036) (2,949) (22,266)
Total operating expenses (392,907) (411,804) (2,881,819)
Operating income 58,860 58,853 431,713
Non-operating revenues (expenses):
Dividends income 108 202 794
Loss on disposal of non-current assets (Note 12) (479) (574) (3,511)
Impairment loss (Note 22) (777) (203) (5,700)
Other non-operating revenues (expenses)—net (Note 12) 2,089 1,468 15,323
Total non-operating expenses 941 893 6,906
Income before income taxes 59,801 59,746 438,619
Income taxes (Note 13):
Current (12,931) (13,068) (94,844)
Deferred (3,246) (5,630) (23,813)
Total income taxes (16,177) (18,698) (118,657)
Net income 43,624 41,048 319,962
Net income attributable to non-controlling interests (12,946) (10,835) (94,952)
Net income attributable to owners of the parent ¥ 30,678 ¥ 30,213 $ 225,010
PER SHARE OF COMMON STOCK (Note 20): Yen U.S. Dollars
Basic net income ¥ 14213 ¥  139.98 $ 1.04
Diluted net income 142.12 139.97 1.04
Cash dividends applicable to the year 53.00 50.00 0.39

See notes to consolidated financial statements.



Consolidated Statement of Comprehensive Income
AEON Financial Service Co., Ltd. and Subsidiaries
Year Ended February 28,2023 and 2022

Thousands of

U.S. Dollars
Muillions of Yen (Note 1)
2023 2022 2023
Net income ¥ 43,624 ¥ 41,048 $ 319,962
Other comprehensive income (Note 19):
Unrealized loss on available-for-sale securities (24,838) (5,757) (182,173)
Deferred gain on derivatives under hedge accounting 3,109 3,946 22,802
Foreign currency translation adjustments 24,041 8,226 176,331
Adjustments for retirement benefits 75 130 553
Total other comprehensive income 2,387 6,545 17,513
Comprehensive income: ¥ 46,011 ¥ 47,593 $ 337,475
Total comprehensive income attributable to:
Owners of the parent ¥ 21,277 ¥ 31,970 $ 156,060
Non-controlling interests 24,734 15,623 181,415

See notes to consolidated financial statements.



Consolidated Statement of Changes in Equity

AEON Financial Service Co., Ltd. and Subsidiaries
Year Ended February 28,2023 and 2022

Thousands Millions of Yen
Accumulated Other Comprehensive Income
Deferred
Outstanding Unrealized Gain (Loss) Foreign Accumulated
Stock L C djustment Non-
Number of Common Capital OC . Retained Treasury 055 o .on. urrengy adustments on_ Total
Shares of Stock Sumlus Acquisition Eaminas Stock Available- Derivatives Translation for Total controlling Eai
Common s Rights 9 for-sale under Adjust- retirement Interests quity
Stock Securities Hedge ments benefits
Accounting
Ba:\aﬂr;ih 1901 215830 ¥ 45698 ¥ 120145 ¥ 4 ¥ 281385 ¥ (461) ¥ 3284 ¥ (3902) ¥ (335) ¥ (353) ¥ 401505 ¥ 73163 ¥ 474,668
Net income
attributable to 30,213 30,213 30,213
owners of the parent
Cash dividends, ¥42
' 9,065 9,065, 9,065
per share (9.065) (9,065) (9,065)
Purchase of treasury
sock (1) ) () (@)
Disposal of treasury 8 ® 19 1 1
stock
Change in the parent's
ownership interest
arising from (155) (155) 155
transactions with
non-controlling interests
Net change in the year (1) (5,834) 2,274 5,187 131 1,747 11,482 13,229
Balance,
February 26, 2022 215837 ¥ 45698 ¥ 119990 ¥ 33 ¥ 258525 ¥ (443) ¥ (2550) ¥ (1628) ¥ 4852 ¥ (222) ¥ 424255 ¥ 84800 ¥ 509,055
Net income
attributable to 30,678 30,678 30,678
owners of the parent
Cash dividends, ¥51
' 11,008 11,008 11,008
per share (11,008) (11,008) (11,008)
Purchase of treasury
1 1 1 1
sock (1) 1 1 (@)
Disposal of treasury 2 @) 5 20 2
stock
Change in the parent's
ownership interest
arising from 280 280 (280)
transactions with
non-controlling interests
Net change in the year (19) (25,112) 1,749 13,887 75 (9,420) 21,800 12,380
Bak
A, 215857 ¥ 45698 ¥ 120270 ¥ 14 ¥ 218172 ¥ (391) ¥ (27662) ¥ 121 ¥ 18739 ¥ (147) ¥ 434814 ¥ 106320 ¥ 541134
February 28, 2023
Thousands Thousands of U.S. Dollars (Note 1)
Accumulated Other Comprehensive Income
Deferred
Outstanding Unrealized Gain (Loss) Foreign Accumulated
Number of Common Capital Ska Retained Treasury LO?S on .Dn . Curren§y adjstments Noni Total
Shares of Stock Sumlus Acquisition Eamins Stock Available- Derivatives Translation for Total controlling Eauity
Common P Rights Y for-sale under Adjust- retirement Interests q
Stock Securities Hedge ments benefits
Accounting
B""'Fa:;redaryzg - 2587 § B8 880081 § 243 S 1896182 $ (3245 § (18703) § (11948) § 5560 (163 $ AL § 62974 § 3733718
Net income
attributable to 225,010 225,010 225,010
owners of the parent
Cash dividends, $0.37
7 7 7
per share (80,739) (80,739) (80,739)
Purchase of treasury
1 1 1 1
ok i) o) o) ®
Disposal of treasury 2 (168) 283 215 215
stock
Change in the parent's
ownership interest
arising from 2,054 2,054 (2,054)
transactions with
non-controlling interests
Net change in the year (144) (184,186) 12,834 101,850 552 (69,094) 159,892 90,798
Balance,
215857 $ 335178 $ 882135 § 99 $ 2040285 $ (2863) $ (202889) $ 886 § 137439 § (1,081) § 3189189 § 779812 § 3,969,001

February 28, 2023

See notes to consolidated financial statements.



Consolidated Statement of Cash Flows
AEON Financial Service Co., Ltd. and Subsidiaries
Year Ended February 28,2023 and 2022

Thousands of

U.S. Dollars
Millions of Yen (Note 1)
2023 2022 2023
OPERATING ACTIVITIES:
Income before income taxes ¥ 59,801 ¥ 59,746 $ 438,619
Adjustments for:
Income taxes—paid (10,951) (21,519) (80,320)
Income taxes—refund 5,117 2,536 37,530
Depreciation and amortization 30,364 30,561 222,710
Amortization of goodwill 1,735 1,874 12,724
Financial revenue (34,403) (33,684) (252,333)
Financial expenses 23,562 21,433 172,819
Dividends income (108) (202) (794)
Net loss on disposal of non-current assets 468 553 3,433
Net decrease in allowance for credit losses (4,029) (10,602) (29,553)
Net decrease in allowance for point program (6,331) (13,556) (46,435)
Net (decrease) increase in allowance for loss on refund of interest received (1,653) 770 (12,127)
Net increase in finance receivables (206,739) (12,381) (1,516,350)
Net increase in loans in banking business (50,765) (111,631) (372,341)
Net decrease (increase) in lease receivables and investment assets 633 (300) 4,646
Net increase in deposits in banking business 219,409 159,878 1,609,279
Net increase (decrease) in accounts payable 27,717 (40,638) 203,292
Net increase (decrease) in borrowed money 76,207 (8,626) 558,949
Net decrease (increase) in deposits with banks 3,947 (1,311) 28,950
Net decrease in call loans and others 2,984 25,750 21,886
Net decrease in commercial paper (10,000) (73,346)
Net increase in bonds 5,148 33,071 37,756
Net decrease in reserve for insurance policy liabilities (10,030) (22,271) (73,565)
Financial revenue received 33,342 33,988 244 551
Financial expenses paid (23,361) (21,711) (171,347)
Other—net (26,925) 4,559 (197,483)
Net cash provided by operating activities 105,139 76,287 771,150
INVESTING ACTIVITIES:
Purchases of securities (617,966) (518,991) (4,532,540)
Proceeds from sales of securities 130,480 248,187 957,019
Proceeds from redemption of securities 546,185 283,852 4,006,053
Purchases of money held in trust (23,628) (28,451) (173,303)
Proceeds from collection of money held in trust 10,578 10,823 77,589
Purchases of property and equipment (5,122) (4,101) (37,570)
Proceeds from sale of property and equipment 12 77 91
Purchases of intangible assets (28,749) (24,962) (210,864)
Proceeds from sale of intangible assets 6 4 47
Net cash provided by (used in) investing activities 11,796 (33,562) 86,522
FINANCING ACTIVITIES:
Dividends paid to the Company's shareholders (11,008) (9,065) (80,739)
Proceeds from stock issuance to non-controlling shareholders 2,040 14,962
Dividends paid to non-controlling shareholders (5,175) (4,443) (37,953)
Purchase of treasury stock @) (@) @)
Proceeds from disposal of treasury stock 1 1 1
Payments frqm changes in ownfersr.up interests in subsidiaries that do not result (416) (3,055)
in change in scope of consolidation
Net cash used in financing activities (14,559) (13,508) (106,785)
FOREIGN CURRENCY TRANSLATION ADJUSTMENTS ON CASH
AND CASH EQUIVALENTS 4,689 1674 34,391
NET INCREASE IN CASH AND CASH EQUIVALENTS 107,065 30,891 785,278
CASH AND CASH EQUIVALENTS, BEGINNING OF YEAR 697,629 666,738 5,116,830
CASH AND CASH EQUIVALENTS, END OF YEAR ¥ 804,694 ¥ 697,629 $ 5,902,108

See notes to consolidated financial statements.



Notes to Consolidated Financial Statements
Year Ended February 28,2023 and 2022

1. BASISOF PRESENTING CONSOL IDATED FINANCIAL STATEMENTS

The accompanying consolidated financial statements have been prepared in accordance with the provisions set forth in the Japanese Financial
Instruments and Exchange Actand its related accounting regulations, and in accordance with accounting principles generally accepted in Japan
(“Japanese GAAP”), which are different in certain respects as to the application and disclosure requirements of International Financial
Reporting Standards (“IFRS”) and accounting principles generally accepted in the United States of America (“U.S. GAAP”).

In preparingthese consolidated financial statements, certain reclassifications and rearrangements have been made to the consolidated
financial statements issued domestically in order to presentthem in a form which is more familiar to readers outside Japan. In addition, certain
reclassifications have been made in the 2022 consolidated financial statements to conform to the classificationsused in 2023.

The consolidated financial statements are stated in Japanese yen, the currency of the country in which the Company is incorporated and
operates. The translation of Japanese yen amounts into U.S. dollar amounts is included solely forthe convenience of readers outside Japan and
has been made at the rate of ¥136.34 to $1, the exchange rate at February 28, 2023. Such translation should not be construed as a representation
that the Japanese yen amounts could be converted into U.S. dollars at that or any other rate.

The balance sheet date of the consolidated subsidiaries excluding the companies below corresponds with the consolidated closing date.

AFS Corporation Co., Ltd.
AEON Bank, Ltd. and other 16 companies

The above companies are consolidated with appropriate adjustments to material transactions duringthe periods between their respective
balance sheet dates and the consolidated closing date. Certain subsidiaries are consolidated using their provisional financial statements as at
certain dates within three months prior to the consolidated closing date.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

(a) Consolidation—The consolidated financial statements as at February 28, 2023 include the accounts of the Company and its 31 subsidiaries
and one associate.

During the current fiscal year, AEON MICRO FINANCE (TIANJIN) CO., LTD. has been excluded from the scope of consolidation due to
completion of liquidation.

AEON ASSET MANAGEMENT (THAILAND) CO., LTD. and ACS DIGITAL BERHAD are non-consolidated subsidiaries, because
their assets, ordinary income, netincome, retained earnings and accumulated other comprehensive income (correspondingto the equity interest
held by the Company) are immaterial to the extent that their exclusion from the scope of consolidation does not preclude reasonable judgment
on the financial position and financial results of the Group.

They are not accounted for using the equity method, because its netincome and retained earnings (correspondingto the equity interest held
by the Company) have an insignificant effect on the consolidated financial statements as a whole.

Rabbit Cash Company Limited is an associate that is notaccounted for using the equity method, because its netincome and retained
earnings (correspondingto the equity interest held by the Company) have an insignificant effect on the consolidated financial statements as a
whole.

Under the control and influence concepts, those companies in which the Company, directly or indirectly, is able to exercise control over
operations are fully consolidated and those companies overwhich the Group has the ability to exercise significant influence are accounted for
by the equity method.

The difference between the cost of an acquisition and the fair value of the net assets of the acquired subsidiary at the date of acquisition is
recorded as goodwill. Goodwill recognized by the Company or its consolidated domestic subsidiaries is amortized over a period not exceeding
20 years (estimated effective period). Insignificant goodwill and bargain purchase gain are recognized in profitor loss in the period in which
the business combination occurs.

All significantintercompany balances and transactionsand all material unrealized profits included in assets resulting from transactions
within the Group have been eliminated.

(b) Unification of Accounting Policies Applied to Foreign Subsidiaries for the Consolidated Financial Statements— Under Accounting
Standards Board of Japan (“ASBJ”) Practical Issues Task Force (“PITF”) No. 18, “Practical Solution on Unification of Accounting Policies
Applied to Foreign Subsidiaries for the Consolidated Financial Statements,” the accounting policies and procedures applied to a parent
company and its subsidiaries for similar transactions and events under similar circumstances should in principle be unified for the preparation
of the consolidated financial statements. However, financial statements prepared by foreign subsidiaries in accordance with either IFRS or U.S.
GAAP (Financial Accounting Standards Board Accounting Standards Codification) tentatively may be used for the consolidation process,
except for the followingitems that should be adjusted in the consolidation processso that netincome is accounted for in accordance with
Japanese GAAP, unless they are not material: (i) amortization of goodwill; (ii) scheduled amortization of actuarial gain or loss of defined
benefit plans that has been recorded in equity through other comprehensive income; (iii) expensing capitalized development costs of R&D; (iv)
cancellation of the fair value model of accounting for property, plantand equipmentand investment propertiesand incorporation of the cost
model of accounting; and (v) recordinga gain or loss through profitor loss on the sale of an investment in an equity instrument for the
difference between the acquisition costand selling price, and recording impairment loss through profitor loss for other-than-temporary
declines in the fair value of an investmentin an equity instrument, where a foreign subsidiary elects to presentin other comprehensive income
subsequent changes in the fair value of an investment in an equity instrument.

(c) Unification of Accounting Policies Applied to Foreign Associated Companies for the Equity Method— ASBJ Statement No. 16,
“Accounting Standard for Equity Method of Accounting for Investments,” requiresadjustments to be made to conform the associate's
accountingpolicies for similar transactions and events under similar circumstances to those of the parent company when the associate's
financial statements are used in applyingthe equity method, unless itis impracticable to determine such adjustments. In addition, financial
statements prepared by foreign associated companies in accordance with either IFRS or U.S. GAAP tentatively may be used in applyingthe
equity method if the followingitems are adjusted so that netincome is accounted for in accordance with Japanese GAAP, unless they are not
material: (i) amortization of goodwill; (ii) scheduled amortization of actuarial gain or loss of pensions that has been recorded in equity through
other comprehensive income; (iii) expensing capitalized development costs of R&D; (iv) cancellation of the fair value model of accounting for
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property, plantand equipmentand investment properties and incorporation of the cost model of accounting; and (v) recordinga gain or loss
through profitor loss on the sale of an investmentin an equity instrument for the difference between the acquisition cost and selling price, and
recordingimpairment loss through profitor loss for other-than-temporary declines in the fair value of an investment in an equity instrument,
where a foreign associate elects to presentin other comprehensive income subsequent changes in the fair value of an investmentin an equity
instrument.

(d) Business Combination— Business combinations are accounted forusingthe purchase method. Acquisition-related costs, such as advisory
fees or professional fees, are accounted for as expenses in the periods in which the costs are incurred. If the initial accounting for abusiness
combination is incomplete by the end of the reporting period in which the business combination occurs, an acquirer shall reportin its financial
statements provisional amounts for the items for which the accounting is incomplete. During the measurement period, which shall not exceed
one year from the acquisition, the acquirer shall retrospectively adjust the provisional amounts recognized at the acquisition date to reflect new
information obtained about facts and circumstances that existed as at the acquisition date and that would have affected the measurement of the
amounts recognized as atthat date. Such adjustments shall be recognized as if the accounting for the business combination had been completed
at the acquisition date. The acquirer recognizes any bargain purchase gain in profit or loss immediately on the acquisition date after reassessing
and confirmingthat all of the assets acquired and all of the liabilities assumed have been identified after a review of the procedures used in the
purchase price allocation. A parent's ownership interestin a subsidiary might change if the parent purchases or sells ownership interests in its
subsidiary. The carryingamount of noncontrolling interest is adjusted to reflect the change in the parent's ownership interest in its subsidiary
while the parentretains its controllinginterestin its subsidiary. Any difference between the fair value of the consideration received or paid and
the amountby which the noncontrollinginterest is adjusted is accounted for as capital surplus as longas the parentretains control over its
subsidiary.

(e) Cash Equivalents—Cash equivalents are short-term investments that are readily convertible into cash and that are not exposed to
significantrisk of changes in value. Cash equivalents of the Company and its consolidated subsidiaries, excludingthe domestic subsidiary that
operates bankingbusiness (hereinafter, the “domestic banking subsidiary”), include time deposits, certificates of deposit, and commercial
paper, all of which mature or become due within three months from the date of acquisition. Cash equivalents of the domestic banking
subsidiary comprise cash in hand and due from the Bank of Japan.

(f) Finance Receivables—Finance receivables thatthe Group has the intentand ability to hold for the foreseeable future or until maturity or
payoff are reported at their outstanding unpaid principal balances reduced by any write-off or valuation allowance.

(g) Allowance for Credit Losses—The allowance for credit losses is provided in accordance with the Group’s internal standards developed
based on the past credit loss experience and evaluation of potential losses for normal receivablesand doubtful receivables.

Certain overseas subsidiaries adopted IFRS 9 and used the impairment model based on expected credit losses to recognize the amount
based on the creditrisk as at the end of the reporting period.

The domestic banking subsidiary determines the allowance for credit losses in accordance with the internally developed standards for
write-offs and provisions. It classifies its obligors into five categories for self-assessment purposes in accordance with “Practical Guidance for
Checking Internal Controls for Self-Assessments of Assets by Banks and Other Financial Institutions and for Audits of Loans Written Off and
Loan Loss Allowance Provisions” (Japanese Institute of Certified Public Accountants (“JICPA”) Special Committee for Audits of Banks, etc.,
Report No. 4, October 8,2020), namely, “normal,” “in need of caution,” “possible bankruptcy,” “substantial bankruptcy,” and “legal
bankruptcy.” For credits to obligors classified as normal or in need of caution, the allowance for credit losses is provided based on the bad debt
ratio derived from credit loss experience over a certain past period. For credits classified as possible bankruptcy, the allowance for credit losses
is provided for the amount management determines is required out of the following: creditamount, less the expected amount recoverable
through the disposal of collateral or execution of guarantee. For credits classified as substantial bankruptcy or legal bankruptcy, the allowance
for credit losses is provided for the fullamounts of such credits, deducting the expected amount recoverable through the disposal of collateral
or execution of guarantee. All claims are assessed initially by the operational departmentand credit department based on the internal standards
for self-assessment of asset quality. The Internal Audit Department, which is independent from the operational departments, reviews the results
of the self-assessments.

(h) Property and Equipment—Property and equipmentare stated at cost, less accumulated depreciation and impairment. Depreciation of
property and equipmentis computed underthe straight-line method based on the estimated useful lives of the assets. The range of useful lives
is principally from 2 to 20 years.

(i) Securities—Securities are classified and accounted for dependingon management’s intentas follows: trading securities, which are held for
the purpose of earning capital gains in the near term, are reported at fair value, and the related unrealized gains and losses are included in profit
or loss. Policy-reserve-matchingbonds held in accordance with “Temporary Treatment of Accountingand Auditing Concerning Policy-
reserve-matching Bonds in Insurance Industry” (Industry Audit Committee Report No. 21 issued by JICPA) are stated at amortized cost
(straight-line method) determined by the moving-average method. Available-for-sale securities are reported at fair value, with unrealized gains
and losses, net of applicable taxes, reported in a separate component of equity. Available-for-sale securities with no market value are stated at
costdetermined by the moving-average method. Securities other than those classified as for trading purposes (excluding securities with no
market value) are considered to be impaired if the fair values of the securities decrease materially below the acquisition costand such decline
is not considered to be recoverable. The amount of write-down is accounted for as an impairment loss on the securities for the fiscal year.

Policy-reserve-matchingbonds (including those held as trust assets in money held in trust) are classified within the sub-group categorized
by the characteristics of insurance products, such as pension liability contracts denominated in Japanese yen, in accordance with “Temporary
Treatment of Accounting and Auditing Concerning Policy-reserve-matching Bonds in Insurance Industry” (Industry Audit Committee Report
No. 21 issued by JICPA). In order to appropriately manage interest rate risk, the Group prepares asset management policies based on the sub-
groups. In addition, the Group periodically verifies that the duration of policy reserves and policy-reserve-matching bonds is consistent within
a certain range.

(j) Software (excluding lease assets and right-of-use assets)—Software is carried at cost, less accumulated amortization and impairment.
Amortization of software is calculated by the straight-line method over an estimated useful life of within five years.

(k) Bond Issuance Costs—Bond issuance costs as at February 28,2023 and 2022, which have been deferred and included in other assets, were
¥671 million ($4,920 thousand) and ¥716 million, respectively. These costs are amortized by the interest method through the maturity of the
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bonds.

(1) Allowance for Point Program—Certain domestic subsidiaries of the Group offer point programs to their customers. The allowance for
pointprogram is provided for the costto be incurred in the future by redemption of the points that have been given to customers as at the end
of the fiscal year based on past experience.

(m) Policy Reserves—The amount of policy reserves, which account for the majority of reserves for insurance policy liabilities, are calculated
and accumulated in accordance with the method stipulated in the Statement of Calculation Procedures for Insurance Premiums and Policy
Reserves (Article 4, Paragraph (2), Item (iv) of the Insurance Business Act), pursuantto Article 116 of the Insurance Business Act, to provide
for future fulfillment of obligations for which liabilities under the insurance contracts has commenced at the end of the reporting period. No
policy reserve for the reinsured portion is accumulated in accordance with Article 71 of the Ordinance for Enforcement of the Insurance
Business Act.

The amount of policy reserves for insurance premiums are calculated as follows:

(i) Forcontracts which are subject to the standard policy reserve requirements, the premium reserves are calculated using the method

stipulated by the Commissioner of Financial Services Agency (Ministry of Finance Notification No. 48 in 1996).

(ii) For contracts which are notsubject to the standard policy reserve requirements, the premium reservesare calculated usingthe net level

premium method.

For a certain portion of the policy reserves, actuaries confirm whether the policy reserves have been appropriately accumulated for each
reporting period in accordance with Article 121, Paragraph (1) of the Insurance Business Actand Article 80 of the Ordinance for Enforcement
of the Insurance Business Act.

The policy reserves for contingencies are accumulated to ensure the fulfillment of future obligations under insurance contracts and to
prepare for possible future risks in accordance with Article 116 of the Insurance Business Actand Article 69, Paragraph (1), Item (iii) of the
Ordinance for Enforcement of the Insurance Business Act.

(n) Insurance Premiums and Other and Insurance Claims

(i) Insurance premiums and other (excludingreinsurance revenue)
Insurance premiums and other (excluding reinsurance revenue)are recorded at the amount received for which liabilities under insurance
contracts have been assumed.

(ii) Insurance claims (excludingreinsurance premiums)
Insurance claims (excluding reinsurance premiums) are recorded at the amount paid, which is calculated based on the terms and
conditions of the policies.
For insurance claims payable, or considered to be payable but not yetreported, at the end of the reporting period thatare not recognized
as insurance claims, reserves for outstanding claims are accumulated in accordance with Article 117 of the Insurance Business Actand
Article 72 of the Ordinance for Enforcement of the Insurance Business Act.

(iii) Reinsurance revenue and reinsurance premiums
Of the insurance premiums and other, reinsurance revenue, which is mainly reinsurance claims, is recorded at the amount calculated
based on the terms and conditions of the reinsurance contracts for which the reinsurance claims become receivable. Of the insurance
claims, reinsurance premiums are recorded at the amount calculated based on the terms and conditions of the reinsurance contracts.

(o) Allowance for Loss on Refund of Interest Received—The allowance for loss on refund of interest received (the amount of interest that
exceeds the ceiling rate imposed by the Interest Rate Restriction Law) is provided by certain domestic subsidiaries of the Group and is stated at
the amount considered to be appropriate based on the Group’s past refund experience.

(p) Retirement Benefits and Pension Plans—The Company and its consolidated domestic subsidiaries have a funded defined benefit pension
plan, advance paymentplan, and defined contribution pension plan covering substantially all employees. Overseas subsidiaries have unfunded
severance paymentplans for their employees. Certain consolidated subsidiaries adopt the simplified method, which is allowed for small
entities that meet certain criteria under generally accepted accounting standards in Japan, for calculating the projected benefit obligation and
net periodic benefit costs.

In calculation of retirement benefit obligation, estimated amounts of retirement benefits are allocated to each period by the benefit formula
method.

Unrecognized pastservice costs of domestic subsidiaries are amortized using the straight-line method within the employees’ average
remainingservice period from the fiscal year of its incurrence, over a period notexceeding 10 years.

Unrecognized actuarial gains and losses of domestic subsidiaries are amortized using the straight-line method within the employees’
average remainingservice period, commencing from the following fiscal year of incurrence, over a period of 10 years.

(q) Stock Options— The costof employee stock options is measured based on the fair value at the date of grant and recognized as
compensation expense overthe vesting period as consideration for receivinggoods or services. In the consolidated balance sheet, stock options
are presented as stock acquisition rights as a separate component of equity until exercised.

(r) Recognition of Operating Revenues—The operations of the Group mainly comprise the following, and the recognition of operating
revenues varies by business.

(i) Revenues from contracts with customers
The main performance obligations of the Group’s principal businesses with respect to revenues arising from contracts with customersare
the rendering of services related to financial services such as credit card services, e-money services, depositand lendingservices, foreign
exchange services and securities-related services. Revenues are recognized when promised goods or services are transferredto customers in
the amount expected to be received in exchange for those goods or services.

These revenues do notinclude estimates of significant variable considerations and financing components.

(ii) Credit card purchase contractsand hire purchase contracts

Installment sales receivables are recognized after the Group has accepted the relevant contracts referred by participatingmember stores.
The Group receives fees for collection of the installment sales and the related administrative services from the member stores under

creditcard purchase contracts and hire purchase contracts forshopping. The fees from the member stores are generally recognized at the

time when the Group makes payments for the installment sales receivables to the member stores.
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The Group receives fees from customers under credit card purchase contracts and hire purchase contracts. The fees from customers are
recognized at each installment payment date principally by the declining balance method.

(iii) Loan contracts

The Group provides cash advance and loan services. Loan receivables are recognized when cash is drawn down by customers. The interest
income and the customer charge at the start of the contract are recognized ateach installment payment date principally by the declining
balance method.

(s) Lease Transactions—All finance lease transactions as a lessee are capitalized to recognize lease assets and lease obligations on the balance
sheet. All other leases are accounted for as operating leases.

Certain consolidated domestic subsidiariesrecognize revenue and related cost of sales for lease transactionsas a lessor uponreceipt of
lease payments.

(t) Right-of-use Assets—Certain consolidated overseas subsidiaries account for lease transactionsunder IFRS 16 “Leases.” Under IFRS 16,
lessees shall recognize all lease transactions as right-of-use assets, and depreciation expenses on these assets are computed using the straight-
line method.

(u) Income Taxes—The provision for income taxes is computed based on the pretax income included in the consolidated statement of income.
The assetand liability approach is used to recognize deferred tax assets and liabilities for the expected future tax consequences of temporary
differences between the carryingamounts and the tax bases of assets and liabilities. Deferred taxes are measured by applying currently enacted
tax laws to the temporary differences. A valuation allowance is provided for any portion of the deferred tax assets that is not considered to be
realizable.

(v) Consumption Taxes Relating to Assets That Are not Tax Deductible —Consumption taxes relating to assets that are not tax deductible
are recognized as other assets and amortized over the period stipulated in the Corporation Tax Act.

(w) Foreign Currency Transactions—All short-term and long-term monetary receivables and payables denominated in foreign currencies are
translated into Japanese yen at the exchange rates as at each balance sheet date. The foreign exchange gains and losses from translation are
recognized in the consolidated statement of income to the extent that they are not hedged by forward exchange contracts.

(x) Foreign Currency Financial Statements—The balance sheetaccounts of the foreign subsidiaries are translated into Japanese yen atthe
currentexchange rate as at each balance sheet date, except for equity, which is translated at the historical rate. Revenue and expense accounts
of foreign subsidiaries are translated into Japanese yen at the average exchange rate. Differences arising from such translation are shown as
“Foreign currency translation adjustments” underaccumulated other comprehensive income in a separate component of equity.

(y) Derivative Financial Instruments—The Group uses derivative financial instruments to manage its exposures to market fluctuationsin
foreign currency exchange and interest rates. The Group enters into forward exchange contracts, currency swap contracts, and interest rate
swap contracts to reduce its exposures to foreign currency and interest rate risk. The Group does not enter into any derivative contracts for
trading or speculative purposes.

Derivative financial instruments and foreign currency transactionsare classified and accounted for as follows: (i) derivatives are generally
recognized as either assets or liabilities and measured at fair value with gains or losses on derivative transactionsrecognized in the
consolidated statement of income; and (ii) for derivatives used for hedging purposes, if the derivatives qualify for hedge accounting because of
a high correlation and effectiveness between the hedging instruments and the hedged items, the unrealized gains or losses, net of applicable
taxes, are deferred until maturity as deferred gain/loss on derivatives under hedge accountingunder accumulated other comprehensive income
in a separate component of equity. Foreign currency-denominated long-term debt for which forward exchange contracts are used as hedging
instruments are translated at the forward exchange rate if the derivatives qualify for hedge accounting. Interest rate swaps are utilized to hedge
interest rate exposures of long-term debt. Interest rate swaps which qualify for hedge accountingand meet specific matchingcriteria are not
remeasured at market value, but the differential to be paid or received under the swap agreements is recognized and included in interest
expense or income.

(z) Per Share Information—Basic netincome per share is computed by dividing netincome available to common shareholders by the
weighted-average number of common shares outstanding for the period. Diluted netincome per share of common stock is calculated assuming
all outstanding stock acquisition rights are exercised.

Cash dividends per share presented in the accompanying consolidated statement of income are dividends applicable to the respective years,
includingdividends to be paid after the end of the year.

(aa) Accounting Changes and Error Corrections

Under ASBJ Statement No. 24, “Accounting Standard for Accounting Changes and Error Corrections,” and ASBJ Guidance No. 24,
“Guidance on Accounting Standard for Accounting Changes and Error Corrections,” accounting treatments are required as follows:

(i) Changes in accountingpolicies

When anew accounting policy is applied due to a revision of accounting standards, the new policy is applied retrospectively, unless the revised
accountingstandards include specific transitional provisions. When the revised accounting standards include specific transitional provisions, an
entity shall comply with the specific transitional provisions.

(ii) Changes in presentation

When the presentation of financial statements is changed, prior-period financial statements are reclassified in accordance with the new
presentation.

(iii) Changes in accounting estimates

A change in an accounting estimate is accounted for in the period of the change if the change affects that period only and is accounted for
prospectively if the change affects both the period of the change and future periods.

(iv) Correction of prior-period errors

When an error in prior-period financial statements is discovered, those statements are restated.

(1) Adoption of Accounting Standard for Revenue Recognition, etc.
Effective from March 1, 2022, the Company and its domestic subsidiaries have adopted the “Accounting Standard for Revenue
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@)

Recognition” (ASBJ StatementNo. 29, March 31, 2020), etc. Under this Accounting Standard, the Company shall recognize revenues at
the amount expected to be received in exchange for promised goods or services as the controls of such goods or services are transferred to
customers. Major changes resulting from this adoption are as follows:

(i) Revenuerecognition for the point program
For points awarded to customers based on the point program operated by other companies, AEON Bank, Ltd., a consolidated
subsidiary of the Company, pays the amount equivalent to the points to such other companies, which was previously recorded as
selling, general and administrative expenses. However, this amount s considered to be collected for third parties, and the Company
has changed this accounting treatment to the method of deducting the amount from operatingrevenues from credit card purchase
contracts.

(ii) Considerations paid to member stores
The considerations paid by AEON Credit Service Co., Ltd., aconsolidated subsidiary of the Company, to the Group’s member stores
for the use of credit cards were previously accounted for as selling, general and administrative expenses. However, this accounting
treatmentis changed to the method of deducting the amount from operatingrevenues from credit card purchase contracts.

In accordance with the transitional treatment stipulated in the proviso to Paragraph 84 of the Accounting Standard for Revenue
Recognition, the Company has reflected the cumulative effect of retrospective application of the new accounting policies prior to March
1,2022, in retained earnings as at March 1, 2022, and has applied the new accounting policies from the beginningbalance as at March 1,
2022. However, the Company has applied the treatment stipulated in Paragraph 86 of the Accounting Standard for Revenue Recognition,
and the new accounting policies are notretrospectively applied to contracts for which almostall amounts of revenues have been
recognized prior to March 1, 2022, in accordance with the previous treatment.

As a result, operatingrevenues and selling, general and administrative expenses for the fiscal year ended February 28, 2023, decreased
by ¥37,401 million ($274,324 thousand), respectively. In addition, allowance for point program decreased by ¥262 million ($1,922
thousand), and other current liabilities increased by the same amount. There is no effect on the balance of retained earnings as at March 1,
2022. Due to the change in the point program operated by the Group, no further provision for point program will be recognized.

In accordance with the transitional treatment stipulated in Paragraph 89-3 of the Accounting Standard for Revenue Recognition, the
notes on revenue recognition for the fiscal year ended February 28, 2022 are not disclosed.

Adoption of the Accounting Standard for Fair Value Measurement, etc.

Effective from March 1, 2022, the Company and its domestic subsidiaries have adopted the “Accounting Standard for Fair Value
Measurement” (ASBJ Statement No. 30, July 4, 2019), etc. In accordance with Paragraph 19 of the Accounting Standard for Fair Value
Measurementand Paragraph 44-2 of the “Accounting Standard for Financial Instruments” (ASBJ Statement No. 10, July 4, 2019), the
Company has prospectively applied the new accounting policies stipulated in the Accounting Standard for Fair Value Measurement. The
effects of this adoption on the consolidated financial statements for the fiscal year ended February 28, 2023, were immaterial.

In Note 16, “FINANCIAL INSTRUMENTS AND RELATED DISCLOSURES,” the Company includes the breakdown of the fair
value of financial instruments by the fair value hierarchy. However, the notes on the fair value hierarchy for the fiscal year ended
February 28,2022 are notincluded in accordance with the transitional treatment stipulated in Paragraph 7-4 of the “Implementation
Guidance on Disclosures about Fair Value of Financial Instruments” (ASBJ Guidance No. 19, July 4,2019).

(ab) New Accounting Pronouncements
The Company and its consolidated domestic subsidiaries

0]

(i)
(ii)

0]

(i)
(ii)

Implementation Guidance on Accounting Standard for Fair Value Measurement (ASBJ Guidance No. 31, June 17,2021)
Overview

After the “Accounting Standard for Fair Value Measurement” was issued on July 4, 2019, ittook approximately one year for the review,
and the revision of the “Implementation Guidance on Accounting Standard for Fair Value Measurement” (ASBJ Guidance No. 31) was
issued on June 17,2021. This is because a certain period of time was considered necessary for discussions with related parties on “the
determination of the fair value of investmenttrusts,” and certain consideration was also necessary for notes on the fair value of
“investments in partnerships for which the amount corresponding to the equity interest is reported on a net basis in the balance sheet.”
Effective date

The Group plans to apply this accounting standard at the beginning of the fiscal year ending February 29, 2024.

Effects of adoption of these accounting standards

There is no effect on the consolidated financial statements due to the adoption of the Implementation Guidance on Accounting Standard
for Fair Value Measurement.

Accounting Standard for Current Income Taxes (ASBJ Statement No. 27, October 28, 2022)

Accounting Standard for Presentation of Comprehensive Income (ASBJ Statement No. 25, October 28, 2022)
Implementation Guidance on Tax Effect Accounting (ASBJ Guidance No. 28, October 28,2022)

Overview

In February 2018, ASBJ issued “Partial Amendments to Accounting Standard for Tax Effect Accounting” (ASBJ Statement No. 28), etc.
and completed the transfer of the Practical Guidelines on Tax Effect Accountingissued by JICPA to the jurisdiction of ASBJ. In the
process of the deliberations, the following two issues were discussed after the issuance of ASBJ Statement No. 28, etc.:

* the classification of tax expenses (taxation on other comprehensive income); and

* the tax effect of sale of shares of subsidiaries or associates under the Group Taxation Regime.

Effective date

The Group plans to apply these accounting standards at the beginning of the fiscal year ending February 28, 2026.

Effects of adoption of these accounting standards

The Group is currently evaluating the effect of the adoption of these accounting standards on the consolidated financial statements.
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3. SIGNIFICANT ACCOUNTING ESTIMATES

The following items recorded in the consolidated financial statements for the current fiscal year are based on accounting estimates and may
have significant effects on the consolidated financial statements for the following fiscal year:

(a) Allowance for credit losses
(1) Amountrecorded in the consolidated financial statements for the current fiscal year
Thousands of

Millions of Yen U.S. Dollars
2023 2022 2023
Allowance for credit losses ¥ 127,445 ¥ 124550 $ 934,762

(2) Information on the nature of significant accounting estimates for identified items

(i) Calculation method
The calculation method of the allowance for credit losses is described in Note 2, “SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES, (g) Allowance for Credit Losses.”

(if) Key assumptions
The Group assumes that it will incur losses on operating receivables of domestic subsidiaries equivalent to those incurredin prior years
for each category of receivables based on type of products and status of repayment.

For certain overseas subsidiaries applying the impairment model based on expected credit losses, their assumptionsinclude a

correlation between past credit losses and macroeconomic indicators and the forecast of the macroeconomic indicators.

(iii) Effect on the consolidated financial statements for the following fiscal year
If the assumptionsused in the initial estimates change due to changes in the economic environment of respective countriesand regions,
the consolidated financial statements for the following fiscal year may be significantly affected.

(b) Impairment loss on non-current assets
(1) Amountrecorded in the consolidated financial statements for the current fiscal year

Thousands of

Millions of Yen U.S. Dollars
2023 2022 2023
Software ¥ 113,906 ¥ 107,732 $ 835,455

(2) Information on the nature of significantaccounting estimates for identified items
Retail financial services operated by the Group require a large amount of data processingbased on transactions with a large number of
individuals. The Group makes significant system investments such as the updating of core systems in response to changes in the external
environment.

Of this, the balance of the next-generation core business system under development, which is scheduledto be used for domestic credit
card operations, was ¥59,755 million ($438,276 thousand) as at February 28, 2023 (¥50,287 million, as at February 28, 2022), which
accounted for 52% (46%, as at February 28, 2022) of the balance of Software.

If the total amount of undiscounted future cash flows fromsoftware assets or asset groups with impairmentindicators falls below their
carryingamount, the Group reduces their carryingamount to the recoverable amountand recognizes the reduction as an impairment loss.
The Group makes reasonable judgment in identifyingimpairment indicators and recognizingand measuring impairment losses based on
the information available at the end of the reporting period regarding the investment recovery plan and the usage situation. However, if
the assumptionsand conditions used for the judgment change due to changes in business plans and market conditions, impairment losses
may need to be recognized in the subsequent fiscal year.

As a result of monitoring the most recent progress of the next-generation core business system under development (software)
described above, the Group has determined thatitis notin asituation where impairment losses should be recognized.

4. SECURITIES IN BANKING BUSINESS AND INSURANCE BUSINESS, MONETARY CLAIMS BOUGHT,
MONEY HELD IN TRUST AND INVESTMENT SECURITIES

(a) Trading securities
Unrealized losses on trading securities held as at February 28, 2023 and 2022 were ¥1,549 million ($11,360thousand)and ¥788 million,
respectively.

(b) Securities other than trading securities
Securities other than trading securities in banking business and insurance business, monetary claims boughtand investment securities as at
February 28, 2023 and 2022 consisted of the following:

Thousands of

Millions of Yen U.S. Dollars
2023 2022 2023
Marketable equity securities ¥ 7,028 ¥ 6,904 $ 51,547
Marketable debt securities:
Governmentbonds 83,211 68,331 610,322
Municipal bonds 200 400 1,467
Corporate bonds 94,843 127,675 695,633
Total marketable debt securities 178,254 196,406 1,307,422
Other securities
Foreign securities 72,030 67,395 528,309
Other(™ 246,126 336,376 1,805,239
Total other securities 318,156 403,771 2,333,548
Total ¥ 503,438 ¥ 607,081 $ 3,692,517

(*) Includes investments in non-consolidated subsidiariesand associated companies of ¥5,189 million ($38,060 thousand) and ¥747 million as at February 28,2023 and
2022, respectively.
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The carrying amounts, aggregate fair values, costs and unrealized gains (losses) of available-for-sale securities in bankingbusinessand
insurance business, monetary claims boughtand investment securities as at February 28, 2023 and 2022 consisted of the following:
Millions of Yen

Unrealized Unrealized
Cost Gains Losses Fair Value
February 28,2023
Securities classified as:
Available-for-sale:
Equity securities ¥ 2,094 ¥ 5,033 ¥ (99) ¥ 7,028
Debt securities 187,658 1 (9,405) 178,254
Other securities 328,451 1,034 (22,261) 307,224
Millions of Yen
Unrealized Unrealized
Cost Gains Losses Fair Value
February 28,2022
Securities classified as:
Available-for-sale:
Equity securities ¥ 2,094 ¥ 4,909 ¥ (99) ¥ 6,904
Debt securities 197,675 66 (1,335) 196,406
Other securities 401,098 3,703 (7,115) 397,686
Thousands of U.S. Dollars
Unrealized Unrealized
Cost Gains Losses Fair Value
February 28,2023
Securities classified as:
Available-for-sale:
Equity securities $ 15,361 $ 36,917 $ (731) $ 51,547
Debt securities 1,376,396 5 (68,979) 1,307,422
Other securities 2,409,058 7,588 (163,276) 2,253,370

Available-for-sale securities with no market value as at February 28, 2023 and available-for-sale securities whose fair values are deemed to be
difficultto determine as at February 28, 2022 are disclosed in Note 16.

Impairment loss on securities for the year ended February 28, 2023 and 2022 was ¥2 million ($11 thousand) (forequity securities)and ¥500
million (for corporate bonds), respectively.

Money held in trustas at February 28, 2023 and 2022 consisted of the following:
Millions of Yen

Consolidated
Balance Sheet
February 28,2023 Amount Unrealized Gains

Tradingpurposes ¥ 100,881 ¥ (508)

Millions of Yen

Consolidated

Unrealized Unrealized Balance Sheet
Cost Gains Losses Amount
February 28,2023
Policy-reserve-matching bonds ¥ 23,000 ¥ 13 ¥ 23,013

Millions of Yen

Consolidated
Balance Sheet
February 28, 2022 Amount Unrealized Gains

Trading purposes ¥ 111,016 ¥ 462

Thousands of U.S. Dollars

Consolidated
Balance Sheet
February 28,2023 Amount Unrealized Gains

Trading purposes $ 739,926 $ (3,725)

Thousands of U.S. Dollars

Consolidated

Unrealized Unrealized Balance Sheet
Cost Gains Losses Amount
February 28,2023
Policy-reserve-matchingbonds $ 168,696 $ 98 $ 168,794
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Unrealized losses on available-for-sale securities on the consolidated balance sheets as at February 28,2023 and 2022 consisted of the
following:

Thousands of

Millions of Yen U.S. Dollars
2023 2022 2023
Unrealized (losses) gains before deferred tax on:
Available-for-sale securities? ¥ (25,583) ¥ 214 $ (187,637)
Deferred tax liabilities (1,384) (2,343) (10,154)
Unrealized losses on available-for-sale securities
(before adjustment) (26,967) (2,129) (197,791)
Non-controlling interests (695) (421) (5,098)
Unrealized losses on available-for-sale securities ¥ (27,662) ¥ (2,550) $ (202,889)

(*) Includes a gain on revaluation of available-for-sale securities thatare included in assets ininvestments in limited partnershipsamountingto ¥115million ($841
thousand) for the year ended February 28,2023 and a gain on revaluation of available-for-sale securities that are included in assetsin investments in limited
partnerships whose fair values are deemed to be difficultto determine amounting to ¥86 million for the year ended February 28,2022.

5. FINANCE RECEIVABLES AND LOANS IN BANKING BUSINESS

Finance receivables as at February 28,2023 and 2022 consisted of the following:

Millions of Yen Thousands of

U.S. Dollars
2023 2022 2023

Installment sales receivables:
Credit card purchase contracts ¥ 1,126,220 ¥ 966,384 $ 8,260,376
Hire purchase contracts 643,369 599,901 4,718,859
Subtotal 1,769,589 1,566,285 12,979,235
Operating loan receivables™? 845,263 772,604 6,199,670
Allowance for credit losses("? (123,581) (118,950) (906,420)
Total ¥ 2,491,271 ¥ 2,219,939 $ 18,272,485

(*1) Includes cash advances and personal loan receivables.
(*2) Of which, ¥53,045 million ($389,068 thousand) for installment sales receivables and ¥70,536 million ($517,352 thousand) for operating loan receivables as at Februay
28,2023.

Loans in bankingbusiness as at February 28, 2023 and 2022 consisted of the following:
Thousands of

Millions of Yen U.S. Dollars
2023 2022 2023
Loans and bills discounted ¥ 2,160,775 ¥ 2,110,011 $ 15,848,436
Allowance for credit losses (3,797) (5,475) (27,852)
Total ¥ 2,156,978 ¥ 2,104,536 % 15,820,584

(*) Includes housing loan receivables.

6. PLEDGEDASSETS

Assets pledged as collateral as at February 28,2023 and 2022 consisted of the following:
Thousands of

Millions of Yen U.S. Dollars
2023 2022 2023
Assets pledged as collateral:
Finance receivables ¥ 4905 ¥ 4948 3 35,978
Securities in bankingbusiness 34,658 32,788 254,199
Total ¥ 39,563 ¥ 37,736 $ 290,177
Liabilities correspondingto assets pledged as collateral:
Short-term borrowings ¥ 30,000 ¥ 30,000 $ 220,038
Long-term borrowings (includingcurrent portion) 6,057 5,497 44,428
Total ¥ 36,057 ¥ 35497 % 264,466

In addition to the assets presented above, the following assets were pledged as collateral for exchange settlements and other transactions as at
February 28,2023 and 2022:

Thousands of

Millions of Yen U.S. Dollars
2023 2022 2023
Guarantee money deposits (Initial margins deposited at central y 45.000 ¥ 45000 $ 330,057

counterparty clearinghouses)
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7. SHORT-TERM BORROWINGS, COMMERCIAL PAPER, BONDS, LONG-TERM BORROWINGS AND LEASE

OBLIGATIONS

Short-term borrowings, commercial paper, bonds, long-term borrowings and lease obligations included in other liabilities as at February 28,

2023 and 2022 consisted of the following:

Average
Thousands of U.S. interest
Millions of Yen Dollars rate("D
2023 2022 2023 2023 Due
Short-term borrowings ¥ 221,934 ¥ 204,074 $ 1,627,801 1.17%
Commercial paper 75,000 85,000 550,095 0.03%
Long-term borrowings 117,859 90,215 864,445 4.50%
(currentportion)
Lease obligations o
(current portion) 9,948 9,955 72,966 2.15%
Long-term borrowings 0 From March 2024
(non-current portion) 417,239 335,933 3,060,283 4.43% to May 2028
Lease obligations (non- 18,591 21,623 136,356 1.84% From March 2024

current portion)

(*1) Average interest rate represents the weighted-average interest rate based on the balances and rates at the end of fiscal year.

Bonds as at February 28,2023 and 2022 consisted of the following:

to December 2032

Thousands of

Millions of Yen U.S. Dollars
2023 2022 2023

Issued by the Company:

Unsecured 0.552% pari passu Japanese yen notes due April 2022 ¥ 10,000

Unsecured 0.23% pari passu Japanese yen notes due May 2022 30,000

Unsecured 0.35% pari passu Japanese yen notes due May 2024 ¥ 30,000 30,000 $ 220,038

Unsecured 0.19% pari passu Japanese yen notes due March 2023 25,000 25,000 183,365

Unsecured 0.3% pari passu Japanese yen notes due September 2024 25,000 25,000 183,365

Unsecured 0.38% pari passu Japanese yen notes due September 2026 20,000 20,000 146,692

Unsecured 0.22% pari passu Japanese yen notes due July 2023 30,000 30,000 220,038

Unsecured 0.3% pari passu Japanese yen notes due January 2025 20,000 20,000 146,692

Unsecured 0.29% pari passu Japanese yen notes due January 2023 10,000

Unsecured 0.38% pari passu Japanese yen notes due July 2025 5,000 5,000 36,673

Unsecured 0.29% pari passu Japanese yen notes due February 2024 20,000 20,000 146,692

Unsecured 0.36% pari passu Japanese yen notes due February 2026 15,000 15,000 110,019

Unsecured 0.27% pari passu Japanese yen notes due June 2025 30,000 30,000 220,038

Unsecured 0.34% pari passu Japanese yen notes due July 2026 20,000 20,000 146,692

Unsecured 0.47% pari passu Japanese yen notes due October 2025 5,000 36,673

Unsecured 0.65% pari passu Japanese yen notes due November 2027 5,000 36,673

Unsecured 0.59% pari passu Japanese yen notes due February 2026 20,000 146,692

Unsecured 0.8% pari passu Japanese yen notes due February 2028 20,000 146,692
Issued by AEON Product Finance Co., Ltd.:

Unsecured 0.38% Japanese yen notes due April 2023 5,000 5,000 36,673

Unsecured 0.4% Japanese yen notes due October 2023 5,000 5,000 36,673
Issued by AEON THANA SINSAP (THAILAND) PLC.:

Unsecured 2.93% Thai baht notes due December 2022 3,529

Unsecured 2.27% Thai baht notes due November 2022 9,881

Unsecured 2.57% Thai baht notes due November 2024 3,192 3,527 23,413

Unsecured 0.65% Japanese yen notes due December 2026 8,027 7,019 58,872

Unsecured 0.69% Japanese yen notes due November 2025 9,817 72,004

Unsecured 2.99% Thai baht notes due February 2025 3,889 28,525

Unsecured 3.18% Thai baht notes due February 2026 6,612 48,494
Issued by AEON CREDIT SERVICE (M) BERHAD:

Unsecured 3.8% senior Malaysia ringgit notes due February 2027 9,147 8,242 67,090

Unsecured 3.85% senior Malaysia ringgit notes due February 2028 6,097 5,494 44,720

Unsecured 3.95% subordinated Malaysia ringgit notes due March 2030 3,045 2,744 22,338
Issued by AEON CREDIT SERVICE (PHILIPPINES) INC.:

Unsecured 7.695% Philippine peso notes due November 2023 237 224 1,740

Total ¥ 350,063 ¥ 340660 $ 2567576

The annual maturities of long-term borrowings as at February 28, 2023 were as follows:

Thousands of

Years endingthe lastday of February Millions of Yen U.S. Dollars
2024 ¥ 117,859 $ 864,445
2025 129,465 949,575
2026 124,626 914,085
2027 93,376 684,878
2028 63,664 466,945
2029 and thereafter 6,108 44,800
Total ¥ 535,098 3 3,924,728
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The annual maturities of bonds as at February 28,2023 were as follows:

Thousands of

Years endingthe lastday of February Millions of Yen U.S. Dollars
2024 ¥ 85,237 $ 625,182
2025 82,081 602,034
2026 91,429 670,593
2027 57,174 419,345
2028 31,097 228,084
2029 and thereafter 3,045 22,338
Total ¥ 350,063 $ 2,567,576

The annual maturities of lease obligations as at February 28, 2023 were as follows:

Thousands of

Years endingthe lastday of February Millions of Yen U.S. Dollars
2024 ¥ 9,948 % 72,966
2025 6,877 50,442
2026 4,834 35,453
2027 4,174 30,612
2028 1,659 12,173
2029 and thereafter 1,047 7,676
Total ¥ 28,539 $ 209,322

8. RETIREMENT BENEFITS AND PENSION PLANS

The Company and its consolidated domestic subsidiaries have a funded defined benefit pension plan, advance payment plan, and defined
contribution pension plan for their employees. Certain consolidated subsidiaries have unfunded severance payment plansfor their employees.
Certain consolidated subsidiaries adopt the simplified method, which allows them to calculate their benefit obligations as the amount of

benefits that would be payable if they voluntarily retire or terminate at fiscal year-end.

(a) The changes in defined benefit obligation (includingthe obligation calculated by the simple method) for the years ended February 28, 2023

and 2022 were as follows:

Thousands of

Millions of Yen U.S. Dollars
2023 2022 2023
Balance at beginning of year ¥ 5,026 ¥ 7,233 $ 36,865
Currentservice cost 465 548 3,413
Interest cost 72 58 525
Past service costs (57)
Actuarial gains and losses (254) 45 (1,864)
Benefits paid (257) (374) (1,889)
Other (111) (2,427) (810)
Balance at end of year ¥ 4941 ¥ 5,026 $ 36,240
(b) The changes in plan assets for the years ended February 28,2023 and 2022 were as follows:
Thousands of
Millions of Yen U.S. Dollars
2023 2022 2023
Balance at beginning of year ¥ 2,755 ¥ 2,525 $ 20,205
Expected return on plan assets 137 79 1,002
Actuarial gains and losses (214) 28 (1,567)
Contributions from the employer 242 239 1,780
Benefits paid (131) (116) (964)
Balance at end of year ¥ 2,789 ¥ 2,755 $ 20,456

(c) Reconciliation between the liability recorded in the consolidated balance sheet and the balances of defined benefit obligation and plan

assets for the years ended February 28,2023 and 2022

Thousands of

Millions of Yen U.S. Dollars
2023 2022 2023
Funded defined benefit obligation ¥ 2,986 ¥ 3,155 $ 21,899
Plan assets (2,789) (2,755) (20,456)
197 400 1,443
Unfunded defined benefit obligation 1,955 1,871 14,341
Net liability arising from defined benefit obligation ¥ 2,152 ¥ 2,271 $ 15,784
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Thousands of

Millions of Yen U.S. Dollars
2023 2022 2023
Liability for retirement benefits ¥ 2152 ¥ 2271 $ 15,784
Net liability arising from defined benefit obligation ¥ 2,152 ¥ 2,271 $ 15,784

(*) Includes the obligation calculated by the simplified method.

(d) The components of net periodic benefit costs for the years ended February 28,2023 and 2022 were as follows:
Thousands of

Millions of Yen U.S. Dollars
2023 2022 2023
Service cost(™ ¥ 465 ¥ 548 $ 3,413
Interest cost 72 58 525
Expected return on plan assets (136) (80) (1,002)
Recognized actuarial (gains) losses (171) (196) (1,256)
Amortization of past service costs 1) (57) (@8]
Other (1) 30 (3)
Net periodic benefit costs ¥ 228 ¥ 303 $ 1,676

(*) Includes the cost calculated by the simplified method.

(e) Amounts recognized in other comprehensive income (before income tax effect) in respect of defined retirement benefit plans for the years
ended February 28,2023 and 2022
Thousands of

Millions of Yen U.S. Dollars
2023 2022 2023
Actuarial losses ¥ (109) ¥ (189) $ (796)
Total ¥ (109) ¥ (189) $ (796)

(f) Amounts recognized in accumulated other comprehensive income (before income tax effect) in respect of defined retirement benefit plans
as at February 28,2023 and 2022
Thousands of

Millions of Yen U.S. Dollars
2023 2022 2023
Unrecognized actuarial gains ¥ 214 ¥ 323 $ 1,571
Total ¥ 214 ¥ 323 $ 1,571
(g) Plan assets
(i) Components of plan assets
Plan assets consisted of the following:
2023 2022
Debt securities 40.6% 41.4%
Equity securities 32.2% 29.2%
Assets in the life insurer’s general account 9.1% 10.9%
Other(™ 18.1% 18.5%
Total 100.0% 100.0%

(*) Includes mainly cash and alternative investments.

(ii) Method of determining the expected rate of return on plan assets
The expected rate of return on plan assets is determined consideringthe currentand future allocations of plan assetsand the long-term
rates of return which are expected currently and in the future from the various components of the plan assets.

(h) Assumptions used for the years ended February 28, 2023and 2022 were set forth as follows:
20230 20220
Discountrate 1.4% 0.8%

Expected rate of return on plan assets 5.04% 3.21%
(*) In addition to the above, salary increase rate by age calculated as at the base date of March 31,2021 was used as an assumption.

The required contribution amounts to the defined contribution pension plan for the years ended February 28, 2023and 2022 are ¥972 million
($7,132 thousand) and ¥862 million, respectively.

The amounts of benefits paid under the advance payment plan for the years ended February 28, 2023 and 2022 are ¥132 million ($967
thousand) and ¥107 million, respectively.
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9. EQUITY

Japanese companies are subject to the Companies Act of Japan (the “Companies Act”). The significant provisions in the Companies Act that
affect financial and accounting matters are summarized below:

(a) Dividends

Under the Companies Act, companies can pay dividends atany time duringthe fiscal year in addition to the year-end dividend upon resolution
at the shareholders’ meeting. For companies that meet certain criteria, such as (i) having a Board of Directors, (ii) having independent auditors,
(iii) havingan Audit & Supervisory Board, and (iv) the term of service of the directors being prescribed as one year rather than the normal two-
year term by its articles of incorporation, the Board of Directors may declare dividends (except for dividendsin kind) atany time during the
fiscal year if the company has prescribedso in its articles of incorporation.

The Board of Directors of the Company can declare dividends without resolution at the shareholders” meetingsince the Company is
organized as a company with board committees and meet the above criteria. The Companies Act permits companies to distribute dividendsin
kind (noncash assets) to shareholders subject to certain limitations and additional requirements.

Semiannual interim dividends may also be paid once a year upon resolution by the Board of Directors if the articles of incorporation of the
company so stipulate. The Companies Act provides certain limitations on the amounts available for dividends or the purchase of treasury stock.
The limitation is defined as the amount available for distribution to the shareholders, but the amount of net assets after dividends must be
maintained at no less than ¥3 million.

(b) Increases/decreases and transfer of common stock, reserve, and surplus

The Companies Act requires thatan amountequal to 10% of dividends mustbe appropriated as a legal reserve (a component of retained
earnings) or as additional paid-in capital (a component of capital surplus) depending on the equity account charged upon the payment of such
dividends until the total of the aggregate amount of the legal reserve and additional paid-in capital equals 25% of the amount of common stock.
Under the Companies Act, the total amount of additional paid-in capital and legal reserve may be reversed without limitation. The Companies
Act also provides that common stock, legal reserve, additional paid-in capital, other capital surplus, and retained earnings can be transferred
amongthe accounts under certain conditions uponresolution of the shareholders.

(c) Treasury stock and treasury stock acquisition rights

The Companies Act also provides for companiesto purchase treasury stockand dispose of such treasury stock by resolution of the Board of
Directors. The amount of treasury stock purchased cannot exceed the amountavailable for distribution to the shareholders, which is determined
by a specific formula. Under the Companies Act, stock acquisition rights, which were previously presented as a liability, are now presented as
a separate component of equity. The Companies Actalso provides that companies can purchase both treasury stock acquisition rights and
treasury stock. Such treasury stock acquisition rights are presented as a separate component of equity or deducted directly from stock
acquisition rights.

10. STOCK-BASED COMPENSATION

The stock options outstandingas at February 28, 2023 were as follows:

Number of
Persons Options
Stock Option Granted Granted Date of Grant Exercise Price Exercise Period
2012 Stock Option 12 directors 15,500 shares April 21, 2011 ¥ 1 From May 21, 2011
$0.01 through May 20, 2026
2013 Stock Option 6 directors 12,100 shares April 21, 2012 ¥ 1 From May 21, 2012
$0.01 through May 20, 2027
2014 Stock Option 6 directors 12,000 shares July 21, 2013 ¥ 1 From August 21, 2013
$0.01 through August 20, 2028
2015 Stock Option 8 directors 9,500 shares July 21, 2014 ¥ 1 From August 21, 2014
$0.01 through August 20, 2029
2016 Stock Option 7 directors 12,600 shares July 21, 2015 ¥ 1 From August 21, 2015
$0.01 through August 20, 2030
2017 Stock Option 9 directors 15,300 shares July 21, 2016 ¥ 1 From August 21, 2016
$0.01 through August 20, 2031
2018 Stock Option 8 directors 18,100 shares July 21, 2017 ¥ 1 From August 21, 2017
$0.01 through August 20, 2032
2019 Stock Option 7 directors 16,300 shares July 21, 2018 ¥ 1 From August 21, 2018
$0.01 through August 20, 2033
2020 Stock Option 7 directors 15,000 shares July 21, 2019 ¥ 1 From August 21, 2019
$0.01 through August 20, 2034
2021 Stock Option 6 directors 12,800 shares July 21, 2020 ¥ 1 From August 21, 2020
$0.01 through August 20, 2035
2023 Stock Option 6 directors 12,700 shares July 21, 2022 ¥ 1 From August 21, 2022
$0.01 through August 20, 2037
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The summary of stock option activity is as follows:

2023 2021 2020 2019 2018 2017 2016 2015 2014 2013 2012
Stock Stock Stock Stock Stock Stock Stock Stock Stock Stock Stock
Option Option Option  Option  Option Option  Option Option Option Option Option
Non-vested (Shares)
Outstandingat beginning of
year
Granted 12,700
Expired
Vested 12,700
Outstandingat end of year
Vested (Shares)
Outstandingat beginning of
year 1,800 2,700 2,700 1,800 1,800 900 1,400 3,000 1,500 1,500
Vested 12,700
Exercised 9,100 900 900 1,800 1,800 900 2,000 1,500 1,500
Expired 500 1,000
Outstandingat end of year 3,600 1,800 1,800 1,800 900
Exercise price ¥ 1 ¥ 1 ¥ 1 ¥ 1 ¥ 1 ¥ 1 ¥ 1 ¥ 1 ¥ 1 ¥ 1 ¥ 1
$ 001 $ 001 $ 001 $ 001 $ 0.01% 001 $ 001 $ 001 $ 001 $ 0.01 $ o0.01
Average stock price upon
exercise ¥ 1,432 ¥ 1,166 ¥ 1,166 ¥ 1,310 ¥ 1,310 ¥ 1,310 ¥ 1,310 ¥ 1,345 ¥ 1,345
$ 10.50 $ 855 $ 855 $ 961 % 961 $ 961 $ 961 $ 987 $ 9.87
Fair valuepriceatgrantdate ¥ 1,055 ¥ 742 ¥ 1309 ¥ 1,808 ¥ 1,856 ¥ 1,940 ¥ 3,072 ¥ 2,006 ¥ 2,715 ¥ 1,081 ¥ 809
$ 774 $ 544 $ 960 $ 1326 $ 1361 $ 1423 $2253 $ 1471 $ 1991 $ 793 $ 5093
The assumptions usedto measure fair value of stock options granted during fiscal year 2023 were as follows:
2023
Stock Option
Measurement method Black-Scholes option-pricingmodel
Risk-free interest rate 0.1780%
Expected life of option grants 7.5 years
Expected volatility of underlying stock 34.41%
Estimated dividend ¥50 per share
11. SELLING, GENERAL AND ADMINISTRATIVE EXPENSES
Selling, general and administrative expenses for the years ended February 28, 2023 and 2022 consisted of the following:
Thousands of
Millions of Yen U.S. Dollars
2023 2022 2023
Salaries and allowances ¥ (70,301) ¥ (67,390) $ (515,631)
Advertisingexpenses (34,255) (70,174) (251,248)
Provision for bonuses (5,878) (5,657) (43,115)
Retirement benefit expenses (1,333) (1,272) (9,774)
Provision for loss on refund of interest received (1,618) (4,356) (11,869)
Provision for pointprogram 6,021 13,556 44,165
Other (170,722) (160,110) (1,252,176)
Total ¥ (278,086) ¥ (295,403) 3 (2,039,648)
12. NON-OPERATING REVENUES (EXPENSES)
Loss on disposal of non-current assets forthe years ended February 28, 2023 and 2022 consisted of the following:
Thousands of
Millions of Yen U.S. Dollars
2023 2022 2023
Structures ¥ (45) ¥ (90) 3 (327)
Equipment (363) (381) (2,663)
Software (71) (103) (521)
Total ¥ (479) ¥ (574) % (3,511)
Other non-operatingrevenues (expenses)—net for the years ended February 28, 2023 and 2022 consisted of the following:
Thousands of
Millions of Yen U.S. Dollars
2023 2022 2023
Gain on investments in partnership ¥ 310 ¥ 361 % 2,273
Impairment loss on investment securities (10) (54) (71
Gain on sales of investment securities 437
Foreign exchange gains 1,246 9,136
Other—net 543 724 3,985
Total ¥ 2,089 ¥ 1,468  $ 15,323
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13. INCOME TAXES

The Company and its domestic subsidiaries are subject to Japanese national and local income taxes, which, in the aggregate, resulted in normal
effective statutory tax rates of approximately 30.6% and 30.6% for the years ended February 28, 2023 and 2022, respectively. The tax effects
of significanttemporary differences and tax loss carryforwards, which resulted in deferred tax assetsand liabilities as at February 28,2023 and
2022 were as follows:

Thousands of

Millions of Yen U.S. Dollars
2023 2022 2023
Deferred tax assets:
Allowance for credit losses ¥ 26,418 ¥ 26,898 % 193,767
Loans in bankingbusiness and finance receivables 190 162 1,395
Allowance for point program 527 2,529 3,866
Allowance for loss on refund of interest received 1,477 1,983 10,832
Accrued income 22 21 164
Property and equipment 677 803 4,968
Intangible assets 1,227 940 8,999
Liability for retirement benefits 474 475 3,478
Tax loss carryforwards 3,280 2,243 24,054
Unrealized loss on acquisition of subsidiaries 19 22 143
Unrealized loss on available-for-sale securities 9,686 2,552 71,039
Other 15,463 15,691 113,413
Less valuation allowance(™ (19,969) (11,979) (146,464)
Total deferred tax assets ¥ 39,491 ¥ 42,340 % 289,654
Deferred tax liabilities:
Depreciation in consolidated foreign subsidiaries ¥ 442 ¥ 378 % 3,244
Unrealized gain on available-for-sale securities 1,266 2,616 9,283
Unrealized gain on acquisition of subsidiaries 1,205 1,328 8,839
Other 320 270 2,350
Total deferred tax liabilities ¥ 3,233 ¥ 4592 3 23,716
Net deferred tax assets ¥ 36,258 ¥ 37,748  $ 265,938
(*) An increase in valuation allowance of ¥7,990 million ($58,604 thousand) was due toan increase in valuationallowance for unrealized loss on available-for-sale
securities.

Reconciliations between the normal effective statutory tax rates and the actual effective tax rates reflected in the accompanying consolidated
statement of income for the years ended February 28, 2023 and 2022 were as follows:

2023 2022
Effective statutory tax rate 30.6% 30.6%
Per capita portion of inhabitants tax 0.6 0.6
Lower income tax rates applicable to income in certain foreign countries (6.0) (4.9)
Impact from elimination in consolidation 2.1 1.5
Tax loss carryforwards (0.1) 0.9
Valuation allowance 1.7 1.5
Income taxes for prior periods (0.4) (0.6)
Other (1.4) 1.7
Actual effective tax rate 27.1% 31.3%
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14.
(a)

(b)

(©)

REVENUE

Disaggregation of revenues from contracts with customers
Information on the disaggregation of revenues from contracts with customers is included in Note 22, “SEGMENT INFORMATION.”

Basic information to understand revenues from contracts with customers
Basic information to understand revenues from contracts with customers is included in Note 2, “SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES, (r) Recognition of Operating Revenues.”

Contract balances
Receivables from contracts with customers and contract liabilities at the beginning and end of the year are as follows:
Thousands of

Millions of Yen U.S. Dollars
2023 2023

Receivables from contracts with customers:

Balance at beginning of year ¥ 17,506 $ 128,399

Balance at end of year 18,712 137,244
Contract liabilities:

Balance at beginning of year ¥ 4,468 $ 32,773

Balance at end of year 262 1,922

(d)

Receivables from contracts with customers are mainly included in other currentassets, and contract liabilities are included in other current
liabilities in the consolidated balance sheet.

Contract liabilities decrease mainly due to the recognition of revenues when the performance obligations are satisfied.

The principal contract liabilities of the Group relate to the unexercised portion of Tokimeki Points (point program operated by the
Group) granted based on the use of AEON Cards. The Group has changed the points to be granted when using AEON Cards from
Tokimeki Points to WAON POINTS (point program operated by another company outside the Group) from September 11, 2021.

The balance of contract liabilities decreased due to the discontinuation of new grants of Tokimeki Points from September 11, 2021.

Of the balance of contract liabilities at the beginning of the current fiscal year, the amount of revenues recognized for the current fiscal
year was ¥4,217 million ($30,927 thousand).

WAON POINTSs granted when using AEON Cards from September 11,2021 are notincluded in the table above, because the
amountequivalentto the POINTS to be paid to such another company is recorded as accounts payable.

Transaction prices allocated to remaining performance obligations

At the end of the current fiscal year, the total transaction prices allocated to the remaining performance obligations related to the points
granted was ¥262 million ($1,922 thousand). The revenues correspondingto the remaining performance obligations are expected to be
recognized within one year based on the exercise of the points.
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15. LEASES

(Lessee side)

The Group leases equipment, software, and other assets.
Total rental expenses for the years ended February 28,2023 and 2022 were ¥16,673million ($122,290thousand) and ¥15,540 million,

respectively.

The minimum rental commitments under noncancelable operating leases as at February 28,2023 and 2022 were as follows:

Thousands of

Millions of Yen U.S. Dollars
2023 2022 2023
Due within one year ¥ 768 ¥ 1,081 $ 5,635
Due after one year 767 692 5,628
Total ¥ 1,535 ¥ 1,773 $ 11,263
(Lessor side)
(a) Breakdown of lease receivables and investment assets
Thousands of
Millions of Yen U.S. Dollars
2023 2022 2023
Lease payments receivables ¥ 11,281 ¥ 12,034 $ 82,739
Estimated residual value 1,626 1,632 11,923
Unearned interestincome (955) (1,081) (7,002)
Lease receivables and investment assets ¥ 11,952 ¥ 12,585 $ 87,660

(b) The scheduled collections of lease receivables related to lease receivables and investment assets are as follows:

Millions of Yen

2023
Up to 1 year 1-2 years 2-3 years 3-4 years 4-5 years Over 5 years
Lease receivables and ¥ 2,686 ¥ 2,234 1,766 ¥ 1,445 ¥ 1,145 ¥ 2,005
investment assets
Millions of Yen
2022
Up to 1 year 1-2 years 2-3 years 3-4 years 4-5 years Over 5 years
Lease receivables and ¥ 2616 ¥ 2,421 1,970 ¥ 1,500 ¥ 1,185 ¥ 2,342
investment assets
Thousands of U.S. Dollars
2023
Up to 1 year 1-2 years 2-3 years 3-4 years 4-5 years Over 5 years
Lease receivables and $ 19702 $ 16,381 12,955  $ 10599 $ 8397 $ 14,705

investment assets
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16. FINANCIAL INSTRUMENTS AND RELATED DISCLOSURES

(a) Conditions of financial instruments

(i) Group policy for financial instruments

The Group operates a variety of financial service businesses, such as credit card business, housing loan business, and hire purchase business.
The domestic bankingsubsidiary engages in business of investingin securities, including debt securities, as well.

The Group raises funds for these businesses mainly through customerdeposits, borrowings from financial institutions, issuance of bonds
and commercial paper, and securitization of receivables in the view of the market conditions and short-term/long-term balance. The Group also
manages and raises funds through money market in response to temporary financial surplus or deficit.

Certain subsidiaries are located overseas, and they conduct their business in foreign currencies.

Accordingly, the Group holds financial assets and liabilities, which are exposed to interest rate risk and foreign exchange risk, and manages
the interestrate risk through Asset Liability Management. The Group also utilizes derivative financial instruments to hedge interest rate risk
and foreign exchange risk.

(ii) Nature and extent of risks arising from financial instruments

The Group’s major financial assets are loans and installment sales receivables forcustomers suchas housing loans and credit card services and
corporate loans, which are exposed to credit risk of customer defaults and interest rate risk. In addition, securities, such as foreign securities,
debtsecurities, and equity securities, and monetary claims boughtare mainly exposedto marketrisk and credit risk of their issuers.

Financial liabilities, such as deposits, borrowings,and bonds, are exposedto liquidity risk in that the Group cannot make necessary
payments upon due dates under certain circumstances, such as when it cannot access the market due to changes in financial situation or other
situations or when its financial results deteriorate. Financial liabilities are also exposed to interest rate risk and foreign exchange risk.

The Group enters into derivative transactions to avoid part of its exposure to interest rate risk and foreign exchange risk. Derivative
financial instruments include interest rate swap contracts and currency swap contracts, and are used to hedge interest rate risk and foreign
exchange risk. These instruments are exposedto credit risk of counterparty defaults.

(iii) Risk management for financial instruments

The Company considers the Group’s risk management to be one of the mostimportant issues for the Group’s management. The Board of
Directors resolves the fundamental matters on risk management as the highest decision-making body. Information conceming risk management
is regularly reported to the Board. In addition, the Company has established the Internal Control Promotion Committee to conduct group-wide
risk management based on the basic risk management policy resolved by the Board of Directors. The Company also established the Group
Risk Management Departmentas a supervisory function for management of risks related to financial instruments. In order to develop group-
wide risk management structures, the fundamental matters on risk management for the Group are set forth in “Group Risk Management
Policies.”

These risk management structures are audited internally by the Management Audit Department, which is independent from the audited

departments, to verify their effectiveness and appropriateness.

« Credit risk management

The Group manages creditrisk through appropriate credit assessment and management in accordance with the Group’s creditrisk control
policies and structures. This credit assessment and management is conducted by the followingdivisions: the Group Risk Management
Department monitors the credit status of customers at the time of new credit execution and thereafter and the credit managementdivision
conducts analysis and research on creditrisk and collaborates with the creditassessment division.

The domestic banking subsidiary mainly calculates Value at Risk (an estimated amount of loss on financial instruments held for a certain
future time period based on the historical data at a certain confidence level, hereinafter “VaR”) to quantify credit risk and regularly reports to
the Risk Compliance Committee and the Board of Directors.

Credit risk arising from default of the counterparties of derivative transactions is considered to be limited, as such transactions are
conducted with various highly credible financial institutions.

« Market risk management

The Company appropriately manages market risk by determiningthe position and scale of the risk in accordance with the Group’s market risk
control policies and structures. The status of risk managementis regularly reported to the Internal Control Promotion Committee. The Group
maintains a reciprocal control mechanism as an organizational system to manage the marketrisk by establishingan internal organization
independent from the revenue-generating divisions.

The domestic banking subsidiary performs quantitative market risk analysis for all financial instruments held to manage the risk level by
using VaR. Specifically, marketrisk is controlled so that VVaR does not exceed risk limits (allocated capital amount) decided by the Board of
Directors.

(1) Interestrate risk management
The Company appropriately responds to customerneeds for various financial services provided by the Group and improve its overall earning
capacity.

The domestic banking subsidiary measures and manages VaR as the interest rate risk management structure throughout its internal
divisions. The domestic banking subsidiary also performs stress tests and regularly reports to the Risk Compliance Committee and the Board of
Directors.

(2) Security price risk management
Therisk of holding securities and monetary claims bought is managed under the basic policy of risk management: “for the various risks that we
face, we capture the risks assessed for each risk category comprehensively based on a consistentapproachas much as possible to ensure more
reliable and continuous performance.”

The domestic banking subsidiary measures security price risk through VaR and regularly monitors the results of VaR and stress tests
against the risk limits to ensure both soundnessand profitability of securities. In addition, it monitors results of the investments, including
securities issuers’ performance, as changes in creditworthiness of the securities issuers affect the price of the securities.

(3) Foreign exchange risk management

Of the various market risks to which the Group is exposed, foreign exchange risk of foreign currency financial instruments is hedged by raising
funds in foreign currencies and utilizing currency swap contracts, so that part of the effect resulting from fluctuations in each exchange rate is
mitigated.
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(4) Derivative financial instruments

The Group hedges the interest rate risk and foreign exchange risk related to financingby utilizing derivative financial instruments. The Group
contemplates the terms and conditions, including price, period, and timing of settlement, in entering into the derivative contracts. The
department that conducts the transactions and the department that monitors the transactions are separated.

(5) Quantitative information on market risk
As for market risk of financial instruments held by the domestic bankingsubsidiary, the Monte-Carlo simulation (holding period: 120 days,
historical observation period: three year, and confidence interval: 99%) is applied to calculate VaR. The amountof VaR as at February 28,
2023 was ¥17,699 million ($129,813thousand) (¥15,294 million, as at February 28, 2022).

These figures represent the amounts of market risk calculated statistically based on a probability-based approach that takes into account
historical market fluctuations. Accordingly, the market risk may not be captured properly in the event of an extreme market movementbeyond
normal expectations.

« Liquidity risk management

The Group manages liquidity risk through continuous monitoring of cash flows to maintain the appropriate funding level and through other

means, includingdiversifying financial instruments and adjusting short-term/long-term balances taking into account the market conditions.
The domestic banking subsidiary controls liquidity risk by establishinga payment reserve asset holding ratio and cash gap limits, which are

monitored by the Risk Management Department. The monitoringresults are reported regularly to the Risk Compliance Committee and the

Board of Directors. Although the domestic bankingsubsidiary places value on efficient cash management, it places more weight on securing

liquidity for risk management purposes.
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(b) Fair value of financial instruments
The carrying amount of financial instruments in the consolidated balance sheets, the fair value, and the difference between the two as at
February 28,2023 and 2022 are as follows. However, notes on cash and cashequivalentsare omitted, and descriptions on deposits with banks,
call loans, foreign exchanges, accounts payable, short-term borrowings and commercial paper are also omitted, because they are settled in a
short period of time and their fair values approximate their carryingamounts.

Millions of Yen

2023
Carrying
Amount Fair Value Difference
Finance receivables—net of allowance for credit losses ¥ 2,491,271 ¥ 2,537,604 46,333
Loans in bankingbusiness—net of allowance for credit losses 2,156,978 2,151,707 (5,271)
Securities in bankingbusiness 460,545 460,545
Securities in insurance business 18,135 18,135
Monetary claims bought 22,535 22,535
Money held in trust 123,895 124,396 501
Investment securities 7,028 7,028
Total ¥ 5,280,387 ¥ 5,321,950 41,563
Deposits in banking business 4,397,954 4,398,198 244
Bonds (including currentportion) 350,063 348,896 (1,167)
Long-term borrowings (including current portion) 535,098 536,540 1,442
Total ¥ 5,283,115 ¥ 5,283,634 519
Derivative financial instruments (Note 17):
Hedge accountingnot applied (520) (520)
Hedge accountingapplied 6,230 6,230
Total ¥ 5,710 ¥ 5,710
Thousands of U.S. Dollars
2023
Carrying
Amount Fair Value Difference
Finance receivables—net of allowance for credit losses $ 18,272,485 $ 18,612,323 339,838
Loans in bankingbusiness—net of allowance for credit losses 15,820,584 15,781,923 (38,661)
Securities in bankingbusiness 3,377,917 3,377,917
Securities in insurance business 133,013 133,013
Monetary claims bought 165,285 165,285
Money held in trust 908,720 912,397 3,677
Investment securities 51,546 51,546
Total $ 38,729,550 $ 39,034,404 304,854
Deposits in bankingbusiness 32,257,251 32,259,044 1,793
Bonds (including current portion) 2,567,576 2,559,015 (8,561)
Long-term borrowings (includingcurrent portion) 3,924,728 3,935,309 10,581
Total $ 38,749,555 $ 38,753,368 3,813
Derivative financial instruments (Note 17):
Hedge accountingnot applied (3,810) (3,810)
Hedge accountingapplied 45,692 45,692
Total $ 41,882 $ 41,882

The amounts of stocks with no active market quotations and investmentsin limited partnershipsreported in the consolidated balance sheetare
as follows. They are notincluded in the amounts of “Investment securities” in the table above.
Thousands of

Millions of Yen U.S. Dollars
2023 2023
Stocks with no active market quotations ™) ¥ 6,754 $ 49,538
Investments in limited partnerships( 4,178 30,641
Total ¥ 10,932 $ 80,179

(*1) Stocks with no active market quotationsare not subject to the disclosure of fair value in accordance with Paragraph 5 of the “Implementation Guidance on Disclosures
about Fair Value of Financial Instruments” (ASBJ Guidance No. 19, March 31, 2020).

(*2) Investments in limited partnerships are not subject to the disclosure of fair value in accordance with Paragraph 27 of the “Implementation Guidance on Accounting
Standard for Fair Value Measurement” (ASBJ Guidance No. 31, July 4,2019).
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Millions of Yen

2022
Carrying
Amount Fair Value Difference
Finance receivables—net of allowance for credit losses ¥ 2,215,168 ¥ 2,270,185 ¥ 55,017
Loans in bankingbusiness—net of allowance for credit losses 2,104,536 2,133,256 28,720
Securities in bankingbusiness 536,221 536,221
Securities in insurance business 49,397 49,397
Monetary claims bought 27,029 27,029
Money held in trust 111,016 111,016
Investment securities 6,904 6,904
Total ¥ 5,050,271 ¥ 5,134,008 ¥ 83,737
Deposits in banking business ¥ 4,178,545 ¥ 4,178,875 ¥ 330
Bonds (including current portion) 340,660 340,112 (548)
Long-term borrowings (including current portion) 426,148 430,239 4,091
Total ¥ 4,945,353 ¥ 4,949,226 ¥ 3,873
Derivative financial instruments (Note 17):
Hedge accountingnot applied ¥ (242) ¥ (242)
Hedge accountingapplied (3,299) (3,299)
Total ¥ (3.541) ¥ (3,541)

The amounts of financial instruments whose fair values are deemed to be difficult to determine reported in the consolidated balance sheetare
as follows. They are notincluded in the amounts of “Finance receivables—net of allowance for credit losses” and “Investment securities” in
the table above.

Millions of Yen

2022
Stocks with no active market quotations ¥ 2,112
Trust beneficiary rights 4,771
Investments in limited partnerships 3,974
Total ¥ 10,857
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(i) Maturity analysis for financial assets with contractual maturities
The table below presents the carryingamounts of the Group’s assets by maturity groupings based on the remaining period at the end of the

reporting period to the contractual maturity date:

Millions of Yen

2023
Up to 1 year 1-2 years 2-3 years 3-4 years 4-5 years Over 5 years
Due from banks ¥ 752,737
Call loans 10,374
Finance receivables™ 1,577,316 ¥ 271,638 ¥ 216,892 ¥ 149,390 ¥ 84,394 ¥ 233,864
Loans in banking business®® 147,951 101,179 90,609 77,240 94,885 1,600,107
Securities in banking business
and insurance business:
Auvailable-for-sale securities:
Government bonds 92,000
Municipal bonds 200
Corporate bonds 36,000 3,000 3,600 54,449
Foreign securities 25,824 15,983 15,105 7,937
Total 62,024 18,983 18,705 154,386
Monetary claims bought 6,600 15,945
Money held in trust 13,816 14,730 11,976 9,780 10,077 57,518
Total ¥ 2,570,818 ¥ 406,530 ¥ 338,182 ¥ 236,410 ¥ 189,356 ¥ 2,061,820
Millions of Yen
2022
Up to 1 year 1-2 years 2-3 years 3-4 years 4-5 years Over 5 years
Due from banks ¥ 626,195
Call loans 8,864
Finance receivables®™ 1,404,889 ¥ 248,740 ¥ 189,983 ¥ 125212 ¥ 77,447 ¥ 212,474
Loans in banking business®? 203,478 109,058 95,703 80,343 70,166 1,495,981
Securities in banking business
and insurance business:
Auvailable-for-sale securities:
Government bonds 70,000
Municipal bonds 200 200
Corporate bonds 65,800 3,000 3,600 55,469
Foreign securities 21,791 3,750 12,699 12,803 12,217
Total 87,791 3,950 15,699 16,403 137,686
Monetary claims bought 6,200 20,831
Money held in trust 12,429 11,203 10,059 8,967 7,932 55,148
Total ¥ 2,349,846 ¥ 372,951 ¥ 311,444 ¥ 230,925 ¥ 155,545 ¥ 1,922,120
Thousands of U.S. Dollars
2023
Up to 1 year 1-2 years 2-3 years 3-4 years 4-5 years Over 5 years
Due from banks $ 5,521,028
Call loans 76,088
Finance receivables®™ 11,568,994 $ 1,992,357 $ 1,590,813 $ 1,095,716 $ 618,998 $ 1,715,297
Loans in banking businesst™ 1,085,161 742,111 664,579 566,526 695,943 11,736,155
Securities in banking business
and insurance business:
Available-for-sale securities:
Government bonds 674,784
Municipal bonds 1,467
Corporate bonds 264,046 22,004 26,405 399,364
Foreign securities 189,410 117,226 110,792 58,212
Total 454,923 139,230 137,197 1,132,360
Monetary claims bought 48,408 116,951
Money held in trust 101,335 108,035 87,841 71,732 73,907 421,871
Total $ 18855937 $ 2,981,733 $ 2,480,430 $ 1,733,974 $ 1,388,848 $ 15122634

(*1) Finance receivables for the years ended February 28,2023 and 2022 exclude ¥81,358 million ($596,729 thousand) and ¥80,143 million, respectively, which have no

specific contractual maturity date due to late payments or being under negotiations.

(*2) Loans in bankingbusiness for the years ended February 28,2023 and 2022 exclude loans of ¥6,008 million ($44,068 thousand) and ¥9,630 millionwith no specific
recoverable amounts, such as loans to borrowers classified as legal bankruptcy, substantial bankruptcy, or possible bankruptcy, and ¥42,796 million ($313,892

thousand) and ¥45,652 million, respectively, which have no fixed maturity.
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(ii) Maturity analysis of financial liabilities with contractual maturities

The table below presents the carryingamounts of financial liabilities by the relevant maturity groupings based on the remaining period at the
end of the reporting period to the contractual maturity date:

Millions of Yen

2023
Up to 1 year 1-2 years 2-3 years 3-4 years 4-5 years Over 5 years
Deposits in banking
business® ¥ 4,224,684 ¥ 98,071 ¥ 42,153 ¥ 18,872 14,174
Short-term borrowings 221,934
Commercial paper 75,000
Bonds 85,237 82,081 91,429 57,174 31,097 ¥ 3,045
Long-term borrowings 117,859 129,465 124,626 93,376 63,664 6,108
Lease obligations 9,948 6,877 4,834 4,174 1,659 1,047
Total ¥ 4,734,662 ¥ 316,494 ¥ 263,042 ¥ 173,596 110,594 ¥ 10,200
Millions of Yen
2022
Up to 1 year 1-2 years 2-3 years 3-4 years 4-5 years Over 5 years
Deposits in banking
business® ¥ 3,960,033 ¥ 93,642 ¥ 76,134 ¥ 37,444 11,292
Short-term borrowings 204,074
Commercial paper 85,000
Bonds 63,410 85,224 78,527 50,000 55,261 ¥ 8,238
Long-term borrowings 90,215 105,682 90,913 50,325 68,561 20,452
Lease obligations 9,955 7,956 4,877 3,642 3,259 1,889
Total ¥ 4,412,687 ¥ 292,504 ¥ 250,451 ¥ 141,411 138,373 ¥ 30,579
Thousands of U.S. Dollars
2023
Up to 1 year 1-2 years 2-3 years 3-4 years 4-5 years Over 5 years
Deposits in banking
business® $ 30,986,390 $ 719,309 % 309,172 $ 138,419 103,961
Short-term borrowings 1,627,801
Commercial paper 550,095
Bonds 625,182 602,034 670,593 419,345 228,084 % 22,338
Long-term borrowings 864,445 949,575 914,085 684,878 466,945 44,800
Lease obligations 72,966 50,442 35,453 30,612 12,173 7,676
Total $ 34,726,879 $ 2,321,360 % 1,929,303 $ 1,273,254 811,163  $ 74,814

(*) The cash flow of demand deposits is included inthe

(c) Financial instruments categorized by fair value hierarchy

“Up to 1 year” group.

The fair value of financial instruments is categorized into the following three levels, depending on the observability and significance of the
inputs used in making fair value measurements:

Level 1: Fair value measured by using quoted prices (unadjusted) in active markets for identical assets or liabilities;
Level 2: Fair value measured by usinginputs other than quoted prices included within Level 1 that are observable for the assets or

liabilities, either directly or indirectly; and
Level 3: Fair value measured by usingunobservable inputs forthe assets or liabilities.

If multiple inputs are used thathave a significant impact on the measurement of fair value, fair value is categorized at the lowest level in the
fair value measurementabove amongthe levels to which each of these inputs belongs.
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(i) The financial assets and liabilities measured at fair value in the consolidated balance sheet

Millions of Yen

February 28,2023 Level 1 Level 2 Level 3 Total
Securities in bankingbusiness and insurance
business:
Available-for-sale securities:
Governmentbonds 83,211 ¥ 83,211
Municipal bonds ¥ 200 200
Corporate bonds 94,843 94,843
Foreign securities 40,223 ¥ 22,118 62,341
Other 983 4,441 1,604 7,028
Total 84,194 139,707 23,722 247,623
Monetary claims bought 22,535 22,535
Money held in trust 4,492 4,492
Total 84,194 ¥ 144,199 ¥ 46,257 ¥ 274,650
Derivative financial instruments:
Hedge accountingnot applied (520) (520)
Hedge accountingapplied 6,230 6,230
Total ¥ 5,710 ¥ 5,710
Thousands of U.S. Dollars
February 28,2023 Level 1 Level 2 Level 3 Total
Securities in bankingbusiness and insurance
business:
Available-for-sale securities:
Government bonds 610,322 $ 610,322
Municipal bonds $ 1,467 1,467
Corporate bonds 695,633 695,633
Foreign securities 295,017 $ 162,231 457,248
Other 7,208 32,575 11,763 51,546
Total 617,530 1,024,692 173,994 1,816,216
Monetary claims bought 165,285 165,285
Money held in trust 32,949 32,949
Total 617,530 % 1,057,641  $ 339,279 $ 2,014,450
Derivative financial instruments:
Hedge accountingnot applied (3,810) (3,810)
Hedge accountingapplied 45,692 45,692
Total $ 41,882 $ 41,882
Investment trusts subject to the transitional treatment in accordance with Paragraph 26 of the “Implementation Guidance on Accounting
Standard for Fair Value Measurement” (ASBJ Guidance No. 31, July 4,2019) are notincluded in the table above. The amount of the
investment trusts reported in the consolidated balance sheet is ¥238,085 million ($1,746,260 thousand).
(i) The financial assets and liabilities not measured at fair value in the consolidated balance sheet
Millions of Yen
February 28,2023 Level 1 Level 2 Level 3 Total
Finance receivables ¥ 2,537,604 ¥ 2,537,604
Loans in bankingbusiness 2,151,707 2,151,707
Money held in trust ¥ 22,802 97,102 119,904
Total ¥ 22,802 ¥ 4,786,413 ¥ 4,809,215
Deposits in bankingbusiness 4,398,198 4,398,198
Bonds 348,896 348,896
Long-term borrowings 536,540 536,540
Total ¥ 5,283,634 ¥ 5,283,634
Thousands of U.S. Dollars
February 28,2023 Level 1 Level 2 Level 3 Total
Finance receivables $ 18,612,323 $ 18,612,323
Loans in bankingbusiness 15,781,923 15,781,923
Money held in trust $ 167,243 712,204 879,447
Total $ 167,243  $ 35,106,450 $ 35,273,693
Deposits in banking business 32,259,045 32,259,045
Bonds 2,559,015 2,559,015
Long-term borrowings 3,935,309 3,935,309
Total $ 38,753,369 $ 38,753,369

The following is a description of valuation methodologies and inputs used for measurement of the fair value of assets and liabilities:

Assets

Finance receivables:

The fair value of finance receivables is determined by discounting expected cash flows that reflect credit risk adjustments by their type and
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maturity with a discountrate consisting of arisk-free rate and collection costs of each product (expense ratio). As significantunobservable
inputs are used in the fair value measurement, the fair value is categorized as Level 3.

Loans in bankingbusiness:

The carrying amount of loans in the banking business with floating interest rates approximates the fair value as longas borrowers' credit
risks have not changed significantly after the execution of loans as the market rates are promptly reflected in the floatinginterest rates. The
fair value of loans in the banking business with fixed-interest rates is the present value that is estimated for each classification based on the
type, internal rating, and term of the loans, and by discounting the total amounts of the principal and interest using the rates at which similar
new loans would be made. For loans in the bankingbusiness with maturity of less than one year, the carryingamount is considered to
approximate fair value because of their short maturities.

For loans to borrowers which are bankrupt, substantially bankrupt, or potentially bankrupt, an allowance is provided based on amounts
expected to be collected through the disposal of collateral or execution of guarantees. The carryingvalue of those loans, net of allowance
for credit losses, as at the consolidated balance sheet date is a reasonable estimate of the fair values of those loans.

The carrying amount of loans in the banking business that do not have fixed maturities due to loan characteristics, such as limited loan
amounts within the value of pledged assets, approximates the fair value due to their expected repayment periods and interest rate conditions.
As significant unobservable inputs are used in the fair value measurement, the fair value is categorized as Level 3.

Securities in bankingbusiness, securities in insurance business and investment securities:

The fair value of equity securities is determined with reference to quoted prices on the stock exchange. The fair value of debt securities is
determined based on prices published by the Japanese Securities Dealers Association, prices provided by financial institutions, or the
discounted present value of future cash flows. The fair value measurement using unadjusted quoted prices in active markets is categorized
as Level 1. This includes mainly governmentbonds. If quoted prices in active markets are notused in the fair value measurement, the fair
value is categorized as Level 2. This includes mainly municipal bonds and corporate bonds. If significant unobservable inputsare used in
the fair value measurement, the fair value is categorized as Level 3.

Monetary claims bought:
The fair value of monetary claims bought is determined based on prices provided by financial institutions or the discounted present value of
future cash flows. As significantunobservable inputsare used in the fair value measurement, the fair value is categorized as Level 3.

Money held in trust:
The fair value of money held in trust, which comprises trust assets, is determined by the same method as “Loans in bankingbusiness”
described above. The fair value of securities is determined by the same method as securities in insurance business described above.

Liabilities

Deposits in banking business:

For demand deposits, the amount payable on demand as at the consolidated balance sheet date is considered to be the fair value. The fair
value of time deposits is calculated based on the discounted present value of future cash flows by a certain time period. The discount rate
used in the calculation is the interest rate that would be applied to newly accepted deposits. For short-term deposits, the carryingamount is
considered to approximate fair value because of their short maturities. The fair value is categorized as Level 2.

Long-term borrowings:

The fair value of borrowings with fixed-interest rates is determined by discounting the total amounts of principal and interest payments into
certain periods usingarisk-free rate adjusted for credit risk. The carryingamount of borrowing with floating interest rates approximates the
fair value or is determined based on the price specified by other financial institutions, because credit risks of the Company and its
consolidated subsidiaries have not changed significantly after the execution of the borrowings and the market rates are shortly reflected in
the floating interest rates. The fair value is categorized as Level 2. If significant unobservable inputs are used in the fair value measurement,
the fair value is categorized as Level 3.

Bonds:
The fair values of bonds are determined with reference to quoted market prices. The fair value is categorized as Level 2. If significant
unobservable inputsare used in the fair value measurement, the fair value is categorized as Level 3.

Derivatives
Derivatives comprise interest rate swap contracts and currency swap contracts, and are measured at the price in the exchange markets,

discounted present value and amount determined usingan option-pricingmodel. As unobservable inputs are not used or their effects are
insignificant, the fair value measurementis categorized as Level 2.
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(iii) Information on the fair value of Level 3 financial instruments measured at fair value in the consolidated balance sheet
(1) Quantitative information on significant unobservable inputs (as at February 28, 2023)

. Valuation Significant Weighted average
Categories methodologies unobservable inputs Inputrange of inputs
Pg)e?::l't"ty of 0.03-0.74% 0.21%
Monetary claims bought N;teﬁgizentvalue Prepayment rate 0.60-9.59% 2.46%
Recovery rate 100.00-100.00% 100.00%
Risk premium (0.11)-0.96% 0.10%
Securities:
Available-for-sale securities: N
P;‘;?:EI':"V of 4.00 - 4.00% 4.00%
Foreign securities N:: ;t)r:ezentvalue Prepayment rate 12.00-12.00% 12.00%
etho Recovery rate 50.00 - 50.00% 50.00%
Risk premium 0.79-1.44% 0.96%
Other Price multiples Net income ¥296.3 billion ¥296.3 billion
€ method Price-earnings ratio 27.35times 27.35times

(2) Reconciliation of beginningand ending balances and net unrealized gains (losses) recognized in profit or loss for the current period (as at

and for the fiscal year ended February 28, 2023)
Thousands of

Millions of Yen U.S. Dollars
2023 2023
Monetary claims bought:
Balance at beginning of year ¥ 33,693 $ 247,125
Profit or loss or other comprehensive income for the current
period:
Included in profitor loss(D (13) (94)
Included in other comprehensive income(? 4 32
Net purchases, sales, issuance and redemptions (11,149) (81,778)

Transfer to Level 3 fair value
Transfer from Level 3 fair value

Balance at end of year 22,535 165,285

Net unrealized gain (loss) on financial assets and financial
liabilities held at the reporting date that is included in profitor
loss for the current period

Securities:
Available-for-sale securities:
Foreign securities:

Balance at beginning of year ¥ 22,962 $ 168,417
Profitor loss or other comprehensive income for the current
period:
Included in profit or loss¢D 47 343
Included in other comprehensive income(? (30) (220)
Net purchases, sales, issuance and redemptions (860) (6,309)

Transfer to Level 3 fair value
Transfer from Level 3 fair value
Balance at end of year 22,119 162,231
Net unrealized gain (loss) on financial assets and financial
liabilities held at the reporting date that is included in profitor
loss for the current period
Other:
Balance at beginning of year ¥ 967 $ 7,089
Profit or loss or other comprehensive income for the current
period:
Included in profit or loss¢V
Included in other comprehensive income(? 637 4,674
Net purchases, sales, issuance and redemptions
Transfer to Level 3 fair value
Transfer from Level 3 fair value
Balance at end of year 1,604 11,763
Net unrealized gain (loss) on financial assets and financial
liabilities held at the reporting date that is included in profitor

loss for the current period
(*1) Included mainly in “Interest and dividends on securities in banking business” presented in the consolidated statement of income.
(*2) Included mainly in “Unrealized losson available-for-sale securities” of “Other comprehensive income” presented in the consolidated statement of comprehensive

income.

(3) Fair value assessment process
The Group has established policies and procedures for the determination of fair value, and the risk management division of each Group
company determines fair value in accordance with the policies and procedures. The categorization of the fair value and fair value hierarchy is
verified by validating the valuation methodologies and inputs used in determiningthe fair value.

The fair value is determined using valuation models that best reflect the nature, characteristics and risks of individual assets. Even when

33



usingquoted prices obtained from third parties, the Group verifies the appropriateness of the prices by usingappropriate methods such as
validating the valuation methodologies and inputs used and comparing them with the market prices of similar financial instruments.

(4) Fair value sensitivity of changes in significant unobservable inputs
The significant unobservable inputs usedin determining the fair value of monetary claims boughtand securities (foreign securities) comprise
probability of default, recovery rate, prepaymentrate and risk premium. A significantincrease (decrease) in the probability of default,
prepaymentrate or risk premium alone would cause a significant decrease (increase) in the fair value. A significantincrease (decrease) in the
recovery rate would cause a significant increase (decrease) in the fair value. In general, changes in the assumptions used with respect to the
probability of default would result in changes in the same direction in the assumptionsused with respect to the risk premium and changes in
the opposite direction in the assumptions used with respect to the prepayment rate and recovery rate.

The significant unobservable inputs usedin determining the fair value of securities (other) comprise netincome of issuers of the equity
instruments and price-earnings ratio of similar entities. A significant increase (decrease) in the netincome or price-earnings ratio alone would
cause a significantincrease (decrease) in the fair value.

17. DERIVATIVES

The Group enters into forward exchange contracts and currency swap contracts to hedge foreign exchange risk on foreign currency-
denominated debt. The Group also enters into interest rate swap contracts to limitthe unfavorable impact from increases in interest rates on its
floating-rate long-term debt. The interest rate swap contracts effectively swap a floating-rate interest payment to a fixed-rate interest payment.
The Group does notenter into or trade derivative financial instruments for speculative purposes.

Derivative financial instruments are subject to market risk and credit risk. Since the Group enters into derivative financial instruments only
for hedging purposes, market risk in those hedging instruments is basically offset by opposite movementsin the value of hedged items. The
creditrisk on those derivative financial instruments is limited as the counterparties are major financial institutions with high-credit ratings.

The basic policies for the use of derivative financial instruments are approved by the Board of Directors and transactions are executed and
controlled by the Finance Department. Each derivative transaction is periodically reported to management each time an evaluation and analysis
are made.

Derivative financial instruments qualifying for hedge accountingas at February 28, 2023 and 2022 consisted of the following:

Millions of Yen

2023
Contract Unrealized
Amount Fair Value Gain/Loss
Currency swap contracts:
Receive JPY/Pay HKD ¥ 5,221 ¥ (825) ¥ (825)
Receive JPY/Pay MYR 10,689 (1,410) (1,410)
Receive JPY/Pay THB 43,868 (3,363) (3,363)
Receive USD/Pay MYR 95,612 6,720 6,720
Receive USD/Pay THB 83,601 4,613 4,613
Interest rate swap contracts:
Receive floating/Pay fixed 31,095 494 494
Millions of Yen
2022
Contract Unrealized
Amount Fair Value Gain/Loss
Currency swap contracts:
Receive JPY/Pay HKD ¥ 4,446 ¥ (346) ¥ (346)
Receive JPY/Pay MYR 9,636 (412) (412)
Receive JPY/Pay THB 33,560 (1,110) (1,110)
Receive USD/Pay MYR 83,436 (788) (788)
Receive USD/Pay THB 64,409 20 20
Interest rate swap contracts:
Receive floating/Pay fixed 40,132 (663) (663)
Thousands of U.S. Dollars
2023
Contract Unrealized
Amount Fair Value Gain/Loss
Currency swap contracts:
Receive JPY/Pay HKD $ 38,293 $ (6,048) $ (6,048)
Receive JPY/Pay MYR 78,400 (10,340) (10,340)
Receive JPY/Pay THB 321,753 (24,668) (24,668)
Receive USD/Pay MYR 701,278 49,291 49,291
Receive USD/Pay THB 613,183 33,833 33,833
Interest rate swap contracts:
Receive floating/Pay fixed 228,067 3,624 3,624
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Derivative financial instruments not qualifying for hedge accountingas at February 28,2023 and 2022 consisted of the following:
Millions of Yen

2023
Contract Unrealized
Amount Fair Value Gain/Loss
Currency swap contracts:
Receive JPY/Pay MYR ¥ 3,054 ¥ (520) ¥ (520)
Currency forward contracts:
Short position 521 1 1
Long position 332 1 1

Millions of Yen

2022
Contract Unrealized
Amount Fair Value Gain/Loss
Currency swap contracts:
Receive JPY/Pay MYR ¥ 2,753 ¥ (242) ¥ (242)
Currency forward contracts:
Short position 511 1 1
Long position 188 (1) (1)
Thousands of U.S. Dollars
2023
Contract Unrealized
Amount Fair Value Gain/Loss
Currency swap contracts:
Receive JPY/Pay MYR $ 22,400 $ (3,812) $ (3,812)
Currency forward contracts:
Short position 3,822 1 1
Long position 2,432 1 1

The contract or notional amounts of derivative contracts shown above do notrepresent the amounts exchanged by the parties and do not
measure the Group’s exposure to credit risk or market risk.

18. LOANCOMMITMENTS AND CONTINGENT LIABILITIES

(Lender side)

The Group provides cash advance and card loan services that supplement its credit card business. The unexercised portion of loan
commitments in these businesseswas as follows:

Thousands of

Millions of Yen U.S. Dollars
2023 2022 2023
Total loan limits ¥ 10,375,870 ¥ 9,911,408 $ 76,102,907
Loan executed 526,940 497,711 3,864,898
Unexercised portion of loan commitments ¥ 9,848,930 ¥ 9,413,697 $ 72,238,009

The above amounts include amounts related to securitized receivables. The execution of the loan commitments requires an assessment of the

credit status of the borrower and the usage of the funds. Therefore, notall unexercised portions of loan commitments will necessarily be
executed.

The Group has entered into overdraft facility and loan commitment contracts with corporate customers. These contracts commit the Group to
lend to customers up to the prescribed limits upon receipt of a customer application as longas there is no violation of any conditions in the
contracts. The amounts of unutilized commitments as at February 28, 2023 and 2022 were as follows:

Thousands of

Millions of Yen U.S. Dollars
2023 2022 2023
Unutilized commitments ¥ 16,858 ¥ 23,034 $ 123,645
Of which: those expiringwithin one year 1,693 4,999 12,414

Since many of these commitments expire without beingdrawn down, the unutilized amount does not necessarily affect future cash flows.
Many of these contracts have conditions whereby the Group can refuse customer applications for loans or decrease the contract limits for
certain reasons, such as changes in financial situation, credit maintenance, and other reasonable grounds. Furthermore, during the period that
the contracts are effective, the Group performs periodic reviews of the customers’ business results based on internal rules and takes necessary
measures to reconsider contract terms for credit maintenance.

35



AEON Bank, Ltd., a consolidated subsidiary of the Company, has entered into credit line contracts to enhance the liquidity of the joint-
investment designated money trusts established by AEON Bank, Ltd. These contracts are intended to avoid a temporary decline in the ability
of the trusts to raise funds when they perform refinancing. In addition, AEON Bank, Ltd. has an option to execute loans and is not
contractually committed to do so.

Thousands of

Millions of Yen U.S. Dollars
2023 2022 2023
Unutilized credit lines ¥ 50,993 ¥ 26,693 $ 374,013
Of which: those expiringwithin one year 16,517 8,853 121,143

Contingent liabilities as at February 28, 2023 and 2022 consisted of the following:
Thousands of

Millions of Yen U.S. Dollars
2023 2022 2023
Guarantee obligation related to credit guarantee business for general y 41,452 y 50201 $ 304,031

customers operated by a consolidated subsidiary

19. OTHER COMPREHENSIVE INCOME

Reclassification adjustments to profitor loss and tax effects of other comprehensive income for the years ended February 28, 2023 and 2022
were as follows:

Thousands of

Millions of Yen U.S. Dollars
2023 2022 2023
Unrealized loss on available-for-sale securities:
Losses arisingduring the year ¥ (35,140) ¥ (8,771) $ (257,735)
Reclassification adjustments to profitor loss (917) 400 (6,725)
Amount before income tax effect (36,057) (8,371) (264,460)
Income tax effect 11,219 2,614 82,287
Total ¥ (24,838) ¥ (5,757) $ (182,173)
Deferred gains on derivatives under hedge accounting:
Gains arisingduring the year ¥ 4,763 ¥ 8,285 $ 34,932
Reclassification adjustments to profitor loss (856) (3,236) (6,276)
Amount before income tax effect 3,907 5,049 28,656
Income tax effect (798) (1,103) (5,854)
Total ¥ 3,109 ¥ 3,946 $ 22,802
Foreign currency translation adjustments:
Gains arisingduring the year ¥ 24,041 ¥ 8,226 $ 176,331
Amount before income tax effect 24,041 8,226 176,331
Total ¥ 24,041 ¥ 8,226 $ 176,331
Adjustments for retirement benefit:
Gains (losses) arisingduringthe year ¥ 40 ¥ (17) $ 297
Reclassification adjustments to profitor loss 68 205 499
Amountbefore income tax effect 108 188 796
Income tax effect (33) (58) (243)
Total ¥ 75 ¥ 130 $ 553
Total other comprehensive income ¥ 2,387 ¥ 6,545 $ 17,513
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20. NET INCOME PER SHARE

Basic and diluted EPS for the years ended February 28, 2023 and 2022 were as follows:

Net income
attributable to Weighted-
owners of the Average
parent Shares EPS
Millions of Thousands of
Yen Shares Yen U.S. Dollar
For the year ended February 28, 2023:
Basic EPS
Net income ¥ 30,678
Net income available to common shareholders ¥ 30,678 215,846 ¥ 142,13 $ 1.04
Effect of dilutive securities
—Warrants of the Company 18
—Convertible bonds withstock acquisition rights of the Company
Diluted EPS
—Net income for computation ¥ 30,678 215,864 ¥ 14212  $ 1.04
For the year ended February 28,2022:
Basic EPS
Net income ¥ 30,213
Net income available to common shareholders ¥ 30,213 215,833 ¥ 139.98
Effect of dilutive securities
—Warrants of the Company 24
—Convertible bonds with stock acquisition rights of the Company
Diluted EPS
—Net income for computation ¥ 30,213 215,857 ¥ 139.97

21. RELATEDPARTY TRANSACTIONS
There were no transactions between the Company and related parties for the years ended February 28,2023 and 2022.

Transactions between the Company’s consolidated subsidiaries and related parties for the years ended February 28,2023 and 2022 were as
follows:

(1) Transactions with asubsidiary of the parent company® and the Company’s other subsidiaries
Thousands of

Millions of Yen U.S. Dollars
AEON Retail Co., Ltd. (subsidiary of the parent company) 2023 2022 2023
Loans in bankingbusiness ¥ 28,000 ¥ 30,000 $ 205,369
Other assets 41 44 304
Lendingof loans 29,167 30,666 213,929
Interestincome 263 276 1,926

Thousands of

Millions of Yen U.S. Dollars
AEON Marketing Co., Ltd. (subsidiary of the parent company) 2023 2022 2023
Settlement of funds related to point transactions ¥ 43,694 ¥ 25,909 $ 320,476
Accounts payable 6,081 4,313 44,604

(*) The parent company is AEON Co., Ltd., which is listed on the Tokyo Stock Exchange.

The terms of the above transactions were set on an arm’s length basis and in the normal course of business.
The transaction amounts of “lending of loans” represent the average outstanding balance for each fiscal year.

(2) Transactions with directors, executive officersand their close relatives of the Company and its subsidiaries
Transaction amount Balance at end

- Thousands of - Thousands of
Millions of Yen U'S. Dollars Millions of Yen U.S. Dollars

Directors, executive officers and their close relatives
of the Company and its subsidiaries 2023 2023 2023 2023

Housingloans
(Loans in banking business) ¥ 66 3 483 ¥ 290§ 2,128

Transaction
Balance at end

amount
Millions of Yen Millions of Yen
Directors, executive officers and their close relatives
of the Company and its subsidiaries 2022 2022
Housingloans ¥ 30 ¥ 272

(Loans in bankingbusiness)

The “housingloans” presented above are standard products provided by AEON Bank, Ltd., aconsolidated subsidiary of the Company.
Interest rate and conditions of repayment are the same as those provided to third-party customers.
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22. SEGMENT INFORMATION

Reportable segments of the Group are components of the Group for which separate financial informationis available and such information s
evaluated regularly by the chief operating decision maker in deciding how to allocate resources and in assessing performance. Generally,
segmentinformation is required to be reported on the same basis as is used internally for evaluating segment performance and deciding how to
allocate resources to segments.

(a) Description of reportable segments
The Company’s reportable segments are those for which separate financial information is available and regular evaluation by the Board of
Directors is being performed in order to decide how resources are allocated amongthe Group.

As for the “Domestic” business, the Group has classified it into “Retail” and “Solutions” segments to clarify the responsibilities for their
respective functions for domestic customers. As for the “Global” business, the Group has classified it into “China Area” (such as Hong Kong),
“Mekong Area” (such as Thailand) and “Malay Area” (such as Malaysia) segments focusingon the Group’s three listed companies to facilitate
the horizontal development of the Group’s business models.

Accordingly, the Group has five reportable segments, “Retail” and “Solutions” in “Domestic” segmentand “China Area,” “Mekong Area”
and “Malay Area” in “Global” segment.

“Retail” consists of the bankingand insurance businesses where individual customers are the main targets.

“Solutions” consists of the businesses which provide the Group’s financial services to member shops through database utilization such as
processingand hire purchase businesses.

“China Area,” “Mekong Area” and “Malay Area” consist of the businesses which provide financial services focus on the needs from
individual customers of each area and member shopssuch as credit card and loan businesses.

(b) Methods of measurement for the amounts of operating revenues, profit (loss), assets, and other items for each reportable segment
The method of accounting by reportable segment is consistent with the method of accounting used for the preparation of the consolidated
financial statements. Segment profit is adjusted to reconcile it to operatingincome in the accompanying consolidated statement of income. The
intersegment revenue or transfers are based on the current market prices.

As described in Note 2, (aa) Accounting Changes and Error Corrections, the Company and its domestic subsidiaries have adopted the
“Accounting Standard for Revenue Recognition,” etc. from March 1, 2022, and changed the accounting treatment for revenue recognition. As a
result, the reportingmethod of operating revenues and segment profit of reportable segments has been changed in the same manner.

The effects of this change on the operatingrevenues of respective reportable segments are ¥ (35,208) million ($ (258,239) thousand) for
Domestic — Retail segment, ¥ (2,361) million ($ (17,314) thousand) for Domestic — Solutions segment and ¥168 million ($1,229 thousand) for
reconciliations. There is no effect on segment profit.
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(c) Information about operating revenues, profit (loss), assets, and other items for each reportable segment

Millions of Yen

2023
Reportable Segment
Domestic Global
Retail Solutions China Area Mekong Area Malay Area Subtotal Recont(::zl)latlons Total
Operating revenues®™
O?era“”g FOVENUES v 164,328 118,026 ¥ 22462 ¥ 85,998 60,902 ¥ 451,716 ¥ 51 ¥ 451,767
rom customers'
Intersegment
revenue or 3,549 58,333 1 23 61,906 (61,906)
transfers
T?;gLr?E:;at'“g 167,877 176,359 22,463 86,021 60,902 513,622 (61,855) 451,767
Segment profit® ¥ 3,673 14,288 ¥ 7717 ¥ 18,997 15,716 ¥ 60,501 ¥ ,731) ¥ 58,860
Segment assets ¥ 5001,007 971,616 ¥ 113466 ¥ 375856 355,060 ¥ 6,817,005 ¥  (157,626) ¥ 6,659,469
Other items
Depreciation and 6,243 15,952 ¥ 1,412 ¥ 4,041 2,377 ¥ 30,025 ¥ 339 ¥ 30,364
amortization
Amortization of 1,457 275 3 1,735 1,735
goodwill
Financial expenses 3,297 1,355 728 7,314 10,191 22,885 677 23,562
P:‘;‘;fe'so” for credit (@27 16,856 1,392 27,898 15,038 60,757 15 60,772
Increases in tangible
and intangible 7,112 26,899 903 3,482 1,381 39,777 121 39,898
assets
Millions of Yen
2022
Reportable Segment
Domestic Global
Retail Solutions China Area Mekong Area Malay Area Subtotal Recon?*lzl)latlons Total
Operating revenues®™
Operating revenues 514 53, 122,908 ¥ 15,743 ¥ 72,373 49,980 ¥ 471,036 ¥ (379) ¥ 470,657
from customers
Intersegment
revenue or 3,547 55,940 0 43 59,530 (59,530)
transfers
T?;SLr?Egsrat'“g 213,579 178,848 15,743 72,416 49,980 530,566 (59,909) 470,657
Segment profit’® ¥ 8,090 17,836 ¥ 5531 ¥ 15,298 12,977 ¥ 59,732 ¥ 879) ¥ 58,853
Segment assets Y 4,818,288 935,681 ¥ 76,592 ¥ 321,276 290,395 ¥ 6,442,232 ¥  (163,646) ¥ 6,278,586
Other items
Depreciation and 6,797 16,036 ¥ 1,251 ¥ 3,820 2,331 ¥ 30,235 ¥ 326 ¥ 30,561
amortization
Amortization of 1,457 416 1 1,874 1,874
goodwill
Financial expenses 3,715 1,296 430 6,031 9,519 20,991 442 21,433
P:%‘S"SZ'SO” for credit 1,001 16,843 144 23,195 9,033 50,216 32 50,248
Increases in tangible
and intangible 5,526 22,702 783 2,815 2,199 34,025 325 34,350
assets
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Thousands of U.S. Dollars

2023
Reportable Segment
Domestic Global
Retail Solutions China Area Mekong Area Malay Area Subtotal Recon?*lzl)latlons Total
Operating revenues®™
Operating revenues
from customers®® $ 1,205,284 $ 865,673 $ 164,751 $ 630,759 $ 446,690 $ 3,313,157 $ 375 $ 3,313,532
Intersegment
revenue or 26,034 427,848 2 169 454,053 (454,053)
transfers
T‘f’;ﬁ;‘}’gga““g 1,231,318 1,293,521 164,753 630,928 446,690 3,767,210 (453,678) 3,313,532
Segment profit™) $ 28,404 $ 104,796 $ 56,600 $ 139,338 $ 115,272 $ 444,410 $ (12,697) $ 431,713
Segment assets $ 36,681,068 7,126,420 $ 832,229 $ 2,756,752 $ 2,604,228 $ 50,000,697 $ (1,156,127) $ 48,844,570
Other items
Depreciation and
amortization $ 45,794 $ 116,998 $ 10,354 $ 29,641 $ 17,436 $ 220,223  $ 2,487 $ 222,710
Amortization of 10,689 2,012 23 12,724 12,724
goodwill
Financial expenses 24,180 9,938 5,336 53,648 74,747 167,849 4,970 172,819
P:%‘S"SZ'SO” for credit (3,133) 123,629 10,213 204,622 110,300 445,631 109 445,740
Increases in tangible
and intangible 52,163 197,290 6,627 25,539 10,133 291,752 886 292,638
assets

(*1) For segment revenue, the Group uses operating revenues instead of sales, which are used by normal commercial companies.

(*2) Details of the reconciliations are as follows:

(1) A reconciliation to operating revenues from customers of ¥51 million ($375 thousand) and ¥ (379) million represent operating revenues of holding
company and others included in consolidation unattributable to any reportable segment for the years ended February 28, 2023 and 2022, respectively.

(2) A reconciliation to segment profit of ¥ (1,731) million ($ (12,697) thousand) and ¥ (879) million represent the operating revenues of holding company
and others included in consolidation unallocated to any reportable segment and the eliminations of intersegment transactions for the years ended

February 28, 2023 and 2022, respectively.

(3) A rreconciliation to segment assets of ¥ (157,626) million ($ (1,156,127) thousand) and ¥ (163,646) million represent the corporate assets of holding
company and others included in consolidation unallocated to any reportable segment and the eliminations of intersegment transactions for the years

ended February 28, 2023 and 2022, respectively.

(*3) Segment profit is adjusted to reconcile it to operating income in the accompanying consolidated statement of income.

(*4) Revenues from contracts with customers, subject to the Accounting Standard for Revenue Recognition, that are included in operating revenues from
customers of respective reportable segments for the fiscal year ended February 28, 2023 are ¥30,980 million ($227,223 thousand) for Domestic — Retail
segment, ¥65,618 million ($481,284 thousand) for Domestic — Solutions segment, ¥4,193 million ($30,754 thousand) for Global — China Area segment,
¥7,821 million ($57,362 thousand) for Global — Mekong Area segment, ¥6,333 million ($46,451 thousand) for Global — Malay Area segment and ¥349
million ($2,558 thousand) for reconciliations.

(d) Information about geographic areas

(i) Operating revenues"™)("2)
Millions of Yen

2023
Japan Thailand Malaysia Other Total
¥ 282,196 ¥ 79,668 ¥ 55,428 ¥ 34,475 ¥ 451,767
Millions of Yen
2022
Japan Thailand Malaysia Other Total
¥ 332,534 ¥ 67,355 ¥ 45,724 ¥ 25,044 ¥ 470,657
Thousands of U.S. Dollars
2023
Japan Thailand Malaysia Other Total
$ 2,069,800 $ 584,334 $ 406,540 $ 252,858 $ 3,313,532

(*1) For segment revenue, the Group uses operating revenues instead of sales, which are used by normal commercial companies.
(*2) Operating revenues are classified by country or region based on the location of the customers.
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(ii) Property and equipment
Millions of Yen

2023
Japan Thailand Other Total
¥ 22,648 ¥ 5,039 ¥ 4,238 ¥ 31,925
Millions of Yen
2022
Japan Thailand Other Total
¥ 25,873 ¥ 3,917 ¥ 4,530 ¥ 34,320
Thousands of U.S. Dollars
2023
Japan Thailand Other Total
$ 166,116 $ 36,959 $ 31,084 $ 234,159

(e) Information about impairment losses on non-current assets by reportable segment
Millions of Yen

2023
Domestic Global
Retail Solutions China Area Mekong Area Malay Area Reconciliations Total
¥ 281 ¥ 363 ¥ 133 ¥ 777
Millions of Yen
2022
Domestic Global
Retail Solutions China Area Mekong Area Malay Area Reconciliations Total
¥ 203 ¥ 203
Thousands of U.S. Dollars
2023
Domestic Global
Retail Solutions China Area Mekong Area Malay Area Reconciliations Total
$ 2,060 $ 2,662 $ 978 $ 5,700
(f) Information about goodwill by reportable segment
Millions of Yen
2023
Domestic Global
Retail Solutions China Area Mekong Area Malay Area Total
Goodwill at February 28,2023 ¥ 12,508 ¥ 673 ¥ 11 ¥ 13,192
Millions of Yen
2022
Domestic Global
Retail Solutions China Area Mekong Area Malay Area Total
Goodwill at February 28,2022 ¥ 13,965 ¥ 947 ¥ 13 ¥ 14,925
Thousands of U.S. Dollars
2023
Domestic Global
Retail Solutions China Area Mekong Area Malay Area Total
Goodwill at February 28,2023 $ 91,737 $ 4,935 $ 82 $ 96,754

(*) Amortization of goodwill is disclosed in “(c) Information about operating revenues, profit (loss), assets, and other items for each reportable segment.”
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23. SUBSEQUENT EVENTS

(a) Issuance of unsecured bonds
On July 4, 2023, the Company issued unsecured bonds pursuant to the resolution at the Company’s Board of Directors’ meetingheld on
February 21, 2023. The key information of the unsecured bonds is summarized as follows:

1.(1) Name 22th Unsecured Bonds (with limited inter-bond pari passu clause)

(2) Total amountofissue ¥25 billion ($183,365 thousand)

(3) Interestrate 0.44% per annum

(4) Issueprice 100% of the principal amount of the bonds

(5) Issuedate July 4,2023

(6) Maturity date January 4, 2027

(7) Method of redemption Bullet redemption at maturity
Retirement by purchase of the bonds can be made atany time from the day following the
closingdate.

(8) Closing date July 4,2023

(9) Useof proceeds To be applied toward the partial repayment of borrowed money.

2.(1) Name 23th Unsecured Bonds (with limited inter-bond pari passu clause)

(2) Total amountofissue ¥15 hillion ($110,019 thousand)

(3) Interestrate 0.58% per annum

(4) Issuenprice 100% of the principal amount of the bonds

(5) Issuedate July 4,2023

(6) Maturity date July 4,2028

(7) Method of redemption Bullet redemption at maturity
Retirement by purchase of the bonds can be made atany time from the day following the
closingdate.

(8) Closing date July 4,2023

(9) Useof proceeds To be applied toward the partial repayment of borrowed money.

(b) Absorption-type merger of a consolidated subsidiary

At the Board of Directors’ meeting held on October 4, 2022, the Company resolved to absorb AEON Credit Service Co., Ltd. (hereinafter,

“AEON Credit Service™), a consolidated subsidiary of the Company, and concluded the merger agreement on December 1,2022. On June

1,2023, AEON Credit Service was absorbed into the Company.

(1) Purpose of the merger
Under the basic policy of “Second Founding: Innovation of Value Chains and Creation of Networks” in the Medium-term Management
Plan, the Group aims to create a platform that goes beyond the boundaries of the Group’s financial products, services and customer base
by connecting AEON Group companies and external alliance partners with payment, pointand other financial services. Through this
reorganization, the Group will accelerate the above initiatives by strategically utilizing management resources acrossthe Group and
further speedingup its decision-making process.

By further expandingthe Group’s payment network and providing financial services that seamlessly integrate online and offline

services, the Group aims to become the mostaccessible financial group for its customers.

(2) Outline of the merger

(i) Schedule
Date of the resolution at the Board of Directors’ meeting: October 4, 2022
Date of the merger agreement: December 1, 2022
Date of the amendment agreement of the merger agreement: February 21, 2023
Effective date of the merger: June 1,2023

* The merger is a simplified absorption-type merger for the Company, as stipulated in Article 796, Paragraph 2 of the Companies Act,

and a short-form merger for AEON Credit Service, as stipulated in Article 784, Paragraph 1 of the Companies Act. Accordingly, the
merger agreement takes effect without the approval of the General Meeting of Shareholders of either the Company or AEON Credit
Service.

(if) Method of the merger
Absorption-type merger in which the Company is the surviving company

(iii) Details of allotment pertaining to the merger
Not applicable

(iv) Treatment of the merged company’s stock acquisitionrights and bonds with stock acquisitionrights
Not applicable

(v) Name of the Company after the merger
AEON Financial Service Co., Ltd.
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(3) _Outline of the company in merger

Merged company (as at February 28, 2023)

(i)  Name of the company

AEON Credit Service Co., Ltd.

(i) Location

1-1 Kandanishiki-cho, Chiyoda-ku, Tokyo, Japan

(iii) Name and title of representative

Kenji Fujita, Presidentand CEO

(iv) Lineof business

Credit card, paymentservice and processing businesses

(v) Common stock

¥500 million ($3,667 thousand)

(vi) Date of establishment November 2012
(vii) Number of shares issued and outstanding 10,000,000 shares of common stock
(viii) Fiscal year-end Last day of February

(ix) Major shareholders and shareholdingratio

AEON Financial Service Co., Ltd.: 100%

(x) _Financial position and operating results for the

revious fiscal year (ended February 28, 2023)

Fiscal year

Fiscal year ended February 28, 2023 (Non-consolidated)

Total equity

¥77,442 million ($568,003 thousand)

Total assets

¥557,228 million ($4,087,044 thousand)

Net assets per share

¥7,744.16 ($56.80)

Operating revenues

¥150,981 million ($1,107,386 thousand)

Operating income

¥7,120 million ($52,225 thousand)

Ordinary income

¥7,105 million ($52,112 thousand)

Net income per share

¥450.27 ($3.30)

(4) Accountingtreatment to be implemented

The Company plans to treat this merger as transactions under common control in accordance with the “Accounting Standard for
Business Combinations” (ASBJ Statement No. 21, January 16, 2019) and the “Guidance on Accounting Standard for Business

Combinations and Accounting Standard for Business Divestitures” (ASBJ Guidance No. 10, January 16, 2019).
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INDEPENDENT AUDITOR'S REPORT

To the Board of Directors of
AEON Financial Service Co., Ltd.:

Opinion

We have audited the consolidated financial statements of AEON Financial Service Co., Ltd. and its
subsidiaries (the "Group"), which comprise the consolidated balance sheet as of February 28, 2023, and
the consolidated statement of income, consolidated statement of comprehensive income, consolidated
statement of changes in equity and consolidated statement of cash flows for the year then ended, and
notes to the consolidated financial statements, including a summary of significant accounting policies, all
expressed in Japanese yen.

In our opinion, the accompanying consolidated financial statements present fairly, in all material
respects, the consolidated financial position of the Group as of February 28, 2023, and its consolidated
financial performance and its consolidated cash flows for the year then ended in accordance with
accounting principles generally accepted in Japan.

Convenience Translation

Our audit also comprehended the translation of Japanese yen amounts into U.S. dollar amounts and, in
our opinion, such translation has been made in accordance with the basis stated in Note 1 to the
consolidated financial statements. Such U.S. dollar amounts are presented solely for the convenience of
readers outside Japan.

Basis for Opinion

We conducted our audit in accordance with auditing standards generally accepted in Japan. Our
responsibilities under those standards are further described in the Auditor's Responsibilities for the Audit
of the Consolidated Financial Statements section of our report. We are independent of the Group in
accordance with the provisions of the Code of Professional Ethics in Japan, and we have fulfilled our
other ethical responsibilities as auditors. We believe that the audit evidence we have obtained is
sufficient and appropriate to provide a basis for our opinion.

Key Audit Matters

Key audit matters are those matters that, in our professional judgment, were of most significance in our
audit of the consolidated financial statements of the current period. These matters were addressed in the
context of our audit of the consolidated financial statements as a whole, and in forming our opinion
thereon, and we do not provide a separate opinion on these matters.

Member of
Deloitte Touche Tohmatsu Limited



Allowance for credit losses

Key Audit Matter Description

How the Key Audit Matter Was
Addressed in the Audit

The Group, which mainly provides retail financial
services throughout Asia, recorded installment sales
receivables of ¥1,769,589 million and operating loan
receivables of ¥845,263 million as disclosed in

Note 5, "FINANCE RECEIVABLES AND LOANS
INB BANKING BUSINESS," to the consolidated
financial statements. For the installment sales
receivables and the operating loan receivables, the
Group recorded an allowance for credit losses of
¥53,045 million and ¥70,536 million respectively to
absorb credit losses in the future, as disclosed in
Note 5 to the consolidated financial statements.

As described in Note 2, "SUMMARY OF
SIGNIFICANT ACCOUNTING POLICIES (g)," to the
consolidated financial statements, the allowance for
credit losses is estimated mainly based on the
historical loss experiences and also it is estimated
using the expected credit loss model in accordance
with International Financial Reporting Standard
("IFRS") 9 in certain overseas subsidiaries.

The allowance for credit losses is estimated based
on various input data gathered and calculated
through operating processes, including IT systems,
in accordance with the Group's accounting policy
under accounting principles generally accepted in
Japan and IFRS. Management also considers
forward looking information.

We identified the allowance for credit losses as a
key audit matter because of the following reasons:

(1) The input data used in calculating the allowance
for credit losses is gathered through internal
controls including complex IT systems. If the
input data were not properly processed, the
monetary impact on the financial statements
could be material.

(2) Since the expected credit loss model requires a

large number of input data, which includes

historical loan experiences for each product by
delinquency period, macroeconomic indicators,
such as GDP, price index, interest rate and

foreign exchange rate, and assumptions, with a

high degree of uncertainty for forward looking

information, such as the probability of default
and other parameters, professional judgment
requires specialized skills and knowledge to
establish the model.

In order to address the estimation of the
allowance for credit losses, we performed the
following procedures, among others:

(1) Test of the design implementation and
operating effectiveness of controls, including
IT systems

+ We evaluated the design implementation
and operating effectiveness of controls
over business operating processes with
the assistance of our IT specialists. Those
controls included collection and write-off of
delinquent loans, financial reporting
processes for calculating and monitoring
the allowance for credit losses, and
relevant general IT controls and automated
controls.

+ We evaluated whether the IT system
properly captured relevant balance data of
receivables and calculated the allowance
rate for credit losses applied to each risk
category with the assistance of our IT
specialists as necessary.

(2) Test of the expected credit loss model

We evaluated the reasonableness of the
model to estimate expected credit losses in
accordance with IFRS 9 adopted by certain
overseas subsidiaries with the assistance of
our risk management specialists. Our
procedures included evaluating the accuracy
of underlying data used and assumptions
used for forward looking information.




Assessment of capitalized software development costs

Key Audit Matter Description

How the Key Audit Matter Was
Addressed in the Audit

In response to changes in external business
environments, the Group has invested significantly
in software development, such as updating of the
core business operating system, for purposes of
processing a large volume of individual transaction
data.

As described in Note 3, "SIGNIFICANT
ACCOUNTING ESTIMATES," to the consolidated
financial statements, the balance of capitalized
software developments costs related to the next
generation core business system which is scheduled
to be used for domestic credit card service (the
"System") was ¥59,755 million, which accounted for
52% of the total software balance as of February 28,
2023.

Since the development of the System is large-scale
and complex and the development needs a long
period of time to be completed, originally expected
functions may not be developed due to technical or
quality issues, or the total capitalized development
costs may exceed the original budget due to an
extension of the release, which may result in the
capitalized development costs being significantly
greater than the recoverable amount.

To ensure that originally expected functions are
fulfilled, the Group implements various internal
controls over software development with external
software vendors at each stage of development;
these internal controls include system development
project planning, multilayered monitoring, verification
of system quality and so forth. Under those internal
controls, the Group reviews the project to identify
any deviations from the original plan and
re-evaluates the project feasibility as necessary. If
the capitalized software development costs are
significantly greater than the recoverable amount
due to the deviations from the plan, an impairment
loss would be recognized.

In order to evaluate the reasonableness of
assessments on capitalized costs of the System,
with the assistance of our internal specialists with
knowledge of software development, we
performed the following procedures, among
others:

Test of internal controls over the review process
of software

We evaluated the design and operating
effectiveness of the controls over software
development and the financial reporting process
in determining impairment of the software.

Test of valuation of the capitalized costs of the
System

(1) Identifying risks in developing the software

We inspected minutes of board of directors
and relevant monitoring committee and also
inquired of management in charge of the
software development to evaluate whether
those controls were properly established to
identify risks in developing software.

(2) lIdentifying and evaluating functions not to be

implemented

Our audit procedures to test whether the
capitalized costs of the System were
impaired when certain functions were not
expected to be implemented as planned due
to system development risks and significant
impediments in the development included the
following procedures, among others:

+ Inspection of the management evaluation
of capitalized software development costs

+ Inquiries of management in charge of the
software development

* Inspection of minutes and relevant
documents of discussions between the
Group and external software vendors
regarding software development issues




Other Information

Management is responsible for the other information. Audit & Supervisory Board members and the
Audit & Supervisory Board are responsible for overseeing the Directors' execution of duties relating to
the design and operating effectiveness of the controls over the other information. The other information
comprises the information included in the Annual Report, but does not include the consolidated financial
statements and our auditor's report thereon.

Our opinion on the consolidated financial statements does not cover the other information and we do not
express any form of assurance conclusion thereon.

In connection with our audit of the consolidated financial statements, our responsibility is to read the
other information and, in doing so, consider whether the other information is materially inconsistent with
the consolidated financial statements or our knowledge obtained in the audit or otherwise appears to be
materially misstated.

If, based on the work we have performed, we conclude that there is a material misstatement of this other
information, we are required to report that fact. We have nothing to report in this regard.

Responsibilities of Management 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 consolidated financial
statements 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
statements that are free from material misstatement, whether due to fraud or error.

In preparing the consolidated financial statements, management 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
accounting unless management either intends to liquidate the Group or to cease operations, or has no
realistic alternative but to do so.

Audit & Supervisory Board members and the Audit & Supervisory Board are responsible for overseeing
the Directors' 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

Our objectives are to obtain reasonable assurance about whether the consolidated financial statements
as a whole are free from material misstatement, whether due to fraud or error, and to issue an auditor's
report that includes our opinion. Reasonable assurance is a high level of assurance, but is not a
guarantee that an audit conducted in accordance with auditing standards generally accepted in Japan
will always detect a material misstatement when it exists. Misstatements can arise from fraud or error
and are considered material if, individually or in the aggregate, they could reasonably be expected to
influence the economic decisions of users taken on the basis of these consolidated financial statements.

As part of an audit in accordance with auditing standards generally accepted in Japan, we exercise
professional judgment and maintain professional skepticism throughout the audit. We also:

+ ldentify and assess the risks of material misstatement of the consolidated financial statements,
whether due to fraud or error, design and perform audit procedures responsive to those risks. The
procedures selected depend on the auditor's judgment. In addition, we obtain audit evidence that is
sufficient and appropriate to provide a basis for our opinion. The risk of not detecting a material
misstatement resulting from fraud is higher than for one resulting from error, as fraud may involve
collusion, forgery, intentional omissions, misrepresentations, or the override of internal control.

+ Obtain, when performing risk assessment procedures, an understanding of internal control relevant to
the audit in order to design audit procedures that are appropriate in the circumstances, but not for the
purpose of expressing an opinion on the effectiveness of the Group's internal control.



« Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by management.

+ Conclude on the appropriateness of management's use of the going concern basis of accounting and,
based on the audit evidence obtained, whether a material uncertainty exists related to events or
conditions that may cast significant doubt on the Group's ability to continue as a going concern. If we
conclude that a material uncertainty exists, we are required to draw attention in our auditor's report to
the related disclosures in the consolidated financial statements or, if such disclosures are inadequate,
to modify our opinion. Our conclusions are based on the audit evidence obtained up to the date of our
auditor's report. However, future events or conditions may cause the Group to cease to continue as a
going concern.

+ Evaluate whether the overall presentation and disclosures of the consolidated financial statements are
in accordance with accounting principles generally accepted in Japan, as well as the overall
presentation, structure and content of the consolidated financial statements, including the disclosures,
and whether the consolidated financial statements represent the underlying transactions and events in
a manner that achieves fair presentation.

« Obtain sufficient appropriate audit evidence regarding the financial information of the entities or
business activities within the Group to express an opinion on the consolidated financial statements.
We are responsible for the direction, supervision and performance of the group audit. We remain
solely responsible for our audit opinion.

We communicate with Audit & Supervisory Board members and the Audit & Supervisory Board
regarding, among other matters, the planned scope and timing of the audit and significant audit findings,
including 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 relationships and other matters that may reasonably be thought to bear on
our independence, and where applicable, related safeguards.

From the matters communicated with Audit & Supervisory Board members and the Audit & Supervisory
Board, we determine those matters that were of most significance in the audit of the consolidated
financial statements of the current period and are therefore the key audit matters. We describe these
matters in our auditor's report unless law or regulation precludes public disclosure about the matter or
when, in extremely rare circumstances, we determine that a matter should not be communicated in our
report because the adverse consequences of doing so would reasonably be expected to outweigh the
public interest benefits of such communication.

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

Our firm and its designated engagement partner do not have any interest in the Group which is required
to be disclosed pursuant to the provisions of the Certified Public Accountants Act of Japan.

M?MJMLLC

August 31, 2023
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