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Disclaimer regarding forward-looking statements

The Japanese word mebuki, or "green shoots,” conveys an image of new leaves budding This Annual Report contains certain forward-looking statements, including estimates, forecasts, targets, and plans.

on trge branches. This word is usegl |'n the Group§ name to gxpress its approa.ch of Such forward-looking statements are based on the information available and the assumptions deemed reasonable by
drawing on the knowledge and creativity of each of its companies to create fresh ideas ) L

. i , the management at the time of publication of the Annual Report, and do not represent any guarantee by the
and new value. The name Mebuki expresses our wish to create new energy and value in o o o
e . . o management of future performance. We are under no obligation, and disclaim any obligation, to update or alter our
local communities and pursue sustainable growth along with these communities.

forward-looking statements, whether as a result of new information, future events or otherwise.
Details on ESG information are available on our website: https://www.mebuki-fg.co.jp/eng/esg/esg.html



Developments of Mebg& Fi /ial Group oou Mebui Fo

Joyo Bank and Ashikaga Bank of Mebuki Financial Group (“the Group”), with their core markets in
lbaraki and Tochigi Prefectures, have been meeting the needs of the times and growing together
with their customers and the region. In October 2016, Joyo Bank and Ashikaga Holdings entered

Established Joyo Green Energy

into a business integration, and with the subsequent consolidation of Mebuki Lease, Mebuki Established Joyo Capital Partners
Securities, Mebuki Credit Guarantee, and Mebuki Card, the Group has built a structure capable of Eg%ﬂ%?;fﬁ?oahge%ﬂﬁgt -
meeting the diverse needs of its customers more than ever before. The Company will continue to Long-Term Vision
commit to solving regional problems and realizing region’s sustainable growth as well as improving 2030
the Company’s corporate value. Established Consulting —
Business Division Vision
i Launched Joyo’s reconstruction .
1935 J Bank 1895 Ashikaga Bank project *Kizuna (bon)” in hopes of é‘?. A Value Creation Group
¥ - . the regional recovery and growth Joyo Industrial Research >
- fter the Great East J
Ea,et;]queakgea st Institute started offering Worklng
ersonnel placement H
Opened Representative Office gervices P Together Wlth Local
Registered in Singapore i i =g=
| : | 8§?Cneed Hanoi Representative ° Communltles
o O R L - Opened New York Representative 2022
Off
Establishment of Joyo Bank Established in Ashikaga town, Do *BILIS - Prjector the
through the merger of Ashikaga county, Tochigi Collaborative Creation of the Y Establi ’ .
- tablish It
the Tokiwa Bank and Prefecture Region’s Future 2020 Atéjﬁiﬁcﬁﬂ regional trading company
the Goju Bank ‘201 9
Initiated study sessions
Establishment of Joyo Lease . and seminars for o Reorganized the business administration department
(currently Mebuki Lease) Started operating new branches development of regional 2018 Started offering human resources | | Established Wing Capital Partners
g;:g:: l?:]féng the new Tsukuba comprehensive .2 T introduction services Established Ashigin Money Design
Established Joyo Industrial Research Opened Joyo Tsukuba Building in Glrategies Started offering trust services
Institute in commemoration of the 2008 2016 . .
Bank’s 60th anniversary Opened Bangkok Representative Office Established the Business
Established Joyo Securities Egt%%(ljighggifﬁe Block Retail .
Opened Shanghai (currently Mebuki Securities) Mebuki Lease and Mebuki Securities became || Business Division gormulatﬁ Lo|3r1g;|;Term Vision 2030 and
Representative Office .2015 directly and wholly-owned subsidiaries ustainability Policy
Estabished the “sound 2014 Joyo Credit and Ashigin Card were
;r)ﬂ;r?r?egrzrrﬂgn\}v|tcr10|t|r?£?1r§rt£nrei;gn ° Opened Hong Kong merged to establish Mebuki Card
philosophy ® Representative Office Declared support for TCFD
ry 2009 Signed agreements with 9 Recommendations
'2008 local governments as part
Established Ashigin gf its efforts under the Completed the system integration of Joyo Bank and
1 X omprehensive Strategy Ashikaga Bank
° 2006 Research Institute for Overcoming Population Reorganized the system departments
2003 \ [L)ecnlnEe and Vita(lizingf . Mebuki Credit Guarantee became a directly and
: ; : ocal Economy (as of July wholly-owned subsidiary
tedr ety |y s e 2021
) ; designation lifted Ashikaga Holdings listed on the
&9 gierka first section of the Tokyo Stock \.’
MEBUKI
commemoration of its 9 f Mebuki Financial Group

- | Established the Ashigin Int

Financial Group
Exchange Foundation

W& £ ¥ ASHIKAGA BANK

the head office to
a city in Tochigi Prefecture

Completion of Tohoku Expressway within Tochigi Prefecture

Financial and economic Opening of Tohoku Shinkansen Suffered extensive damage by Typhoon Hagibis and other disasters

developments and history Holding of Tsukuba EXPO Opening of the Tsukuba Express Great East Japan Earthquake Spread of COVID-19

of the prefectures

° ° () ° () () ° [ ) ° ° () ° [ ) () ° °
1929 1945 1964 1974 1982 1985 1991 1997 2005 2008 2010 2011 2016 2019 2020 2021 2022
Tokyo Olympic Games g&l)lﬁgrs];ayof L European debt crisis BOJ’s introduction of negative interest rate policy Change in the era from Heisei to Russia’s invasion into Ukraine
L L ) , Reiwa The age of adulthood lowered to 18 in Japan
End of the Pacific War Plaza Accord Global financial crisis following Lehman Brothers’ bankruptcy Japan's consumption tax rate hike oo O Game
Start of the Great Depression Full implementation of pay-off system in Japan t0 10% Jo gl

Japanese version of “Big Bang”
financial reforms
Asian currency crisis



Performance of Mebuki FWaI Group

About Mebuki FG

Financial Highlights pp13
Mebuki FG (Consolidated)

ESG Highlights (Bank Total)

Consolidated net income (Bilion yen) Consolidated ROE (%) Capital adequacy ratio (%)

46.3

42.9
36.3 36.4
10.95 10.87 10.92
5.1 9.94 Py PY ®
[}
e 40 4.3
3.8 Y
b °
FY2018 FY2019 FY2020 FY2021 FY2018 FY2019  FY2020 FY2021 FY2018 FY2019  FY2020 FY2021
Bank Total*

*Joyo Bank + Ashikaga Bank

Ordinary expenses /OHR (Billion yen/%)
~@- OHR* [ M Ordinary expenses

Gross business profit (Bilion yen)

185.6 186.3 180.1 187.0
63.5
61.8 61.3
e s
1141 115.0 1101 108_1
FY2018 FY2019 FY2020 FY2021 FY2018 FY2019 FY2020 FY2021

*Excludes gains/losses on cancellation of investment trusts

Core net business income* (Billion yen) Net income (Billion yen)

60.0
70.5 66.0 69.4
421
35.8 I

40.0

FY2018 FY2019 FY2020 FY2021 FY2018 FY2019 FY2020 FY2021
*Excludes gains/losses on cancellation of investment trusts

Average balance of loans (Bilion yen) Average balance of deposits (Bilion yen)

11,599.7 11,764.7
10,698.5 11,3398 ’ 15,547 16,290.5
I I I | | I
FY2018 FY2019 FY2020 FY2021 FY2018 FY2019 FY2020 FY2021

Social
-
FaNg
o

Number of M&A consultation cases

1,459.....

(FY2021)

Qf)

J

Private placement bonds with donation scheme issued

1 ,O6OGases Issue amountgo u 4billion yen

Donation amount approx. 178.0 million yen

(Cumulative total since the commencement of handling the bonds in FY2016)

Environment

Number of paid contracts of business matching

3,506.....

(FY2021)

Percentage of women in assistant manager positions or higher

31.4.

(As of March 31, 2022)

i

> N

Amount of sustainable finance provided

1 44 . gbillion yen

(FY2021)

Governance

CO2 emission reduction ratio

30.5.

(compared with FY2013)

External evaluation

Board of Directors

“Platinum Kurumin” certification
was granted as a company that
provides superior support for
childcare to its employees based
on the Act to Advance Measures
to Support Next-Generation
Child-Rearing

..a;_va""1?_'-:_"7""“"r
memmasl

Recognized as an outstanding
organization under the 2022
Certified Health & Productivity
Management Outstanding
Organizations Recognition
Program (large enterprise
category)



Group-in Main

Strengths of Mebukiinan

Areas of Business About Mabuld F&

| Market Environment and Scale of Ibaraki Prefecture and Tochigi Prefecture | Wide-Area Network Based in Ibaraki and Tochigi Prefectures

The Group has set up 257 branch offices in the economic zones with significant potential including Ibaraki and Tochigi
Prefectures, and thereby boasts a top-ranking market share in this area.

Mebuki Financial Group’s primary areas of business are lbaraki Prefecture and Tochigi Prefecture, both adjacent to the
Tokyo metropolitan area, and have been high concentration areas of manufacturers. We also expect future economic

growth in these areas, with the further development of the transportation network and high attractiveness as to where
to set up factories. Additionally, their agricultural output also ranks top in the country, backed by the mass consumption
in the Tokyo metropolitan area. Both prefectures have balanced industrial structures.

Connecting expressways developed wide-area networks

Kan-Etsu Expressway Tohoku Expressway

Joban Expressway

Kita-Kanto Expressway

Total area of new factory locations

In addition, the Group supports overseas business of its customers through 6 Representative Offices.

Domestic: 31 goffices Overseas: Goﬁices (Representative Offices)

(As of March 31, 2022)
(Joyo Bank + Ashikaga Bank)

Tochigi Prefecture

s

Joyo Bank: 8 offices
Ashikaga Bank: 93 offices

&

Miyagi Prefecture
Joyo Bank: 1 office

Overseas Representative Offices

—@- Ibaraki Prefecture

—@- Tochigi Prefecture 1t 1st 1st 1st 1st 1st

2nd Py PY 2nd 2nd 2nd
[ J @
2nd 2nd e ot o
7th 3rd 3rd 3rd
[ ]
13th 10th
L ]
17 18th
[} Py [ J
20th 17th
[}
2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021

Note: The above ranks are those of the total area of new factory locations (each year) among 47 prefectures based on the “Survey of Factory Location Trends” by the Ministry of Economy, Trade and Industry.

Potential in the main areas of business

Economic data Ibaraki Prefecture Tochigi Prefecture
ﬂ Population*’ 2.87 million people 11th 1.94 million people 19th
@ Nominal prefectural gross product™ 14.0 trillion yen 11th 9.3 trillion yen 15th
m Prefectural income per capita*' 3.32 million yen 6th 3.47 million yen  3rd
Number of business establishments* 118 thousand establishments 13th 88 thousand establishments 19th
EI:III- Manufactured goods shipped*® 12.5 trillion yen  7th 8.9 trillion yen 13th
m Agricultural output** 430.2 billion yen 3rd 285.9 bilionyen  9th

*1 “Prefectural Accounts” by the Cabinet Office  *2 “2016 Economic Census for Business Frame” by Statistics Bureau, Ministry of Internal Affairs and Communications
*3 “Census of Manufactures” by Ibaraki Prefecture and Tochigi Prefecture  *4 “2019 Agricultural Production Income Statistics” by the Ministry of Agriculture, Forestry and Fisheries

New Yorke
Fukushima Prefecture | {anoi Shanghai

Joyo Bank: 10 offices * «_Hong Kong
Ashikaga Bank: 1 office 1, 4 Bangkok

S Singapore

Gunma Prefecture
Ashikaga Bank: 14 offices

~/

’\ yav= 4

/

Saitama Prefecture
Joyo Bank: 3 offices
Ashikaga Bank: 17 offices -

N 14

Osaka Prefecture )
Joyo Bank: 1 office | Z ~e
o s ™
Tokyo Prefecture
MJoyo Bank: 6 offices
g Ashikaga Bank: 2 offices

Mebuki Financial Group’s share in Ibaraki Prefecture and Tochigi Prefecture*

|Ibaraki Prefecture
Joyo Bank: 149 offices
Ashikaga Bank: 7 offices

Chiba Prefecture
Joyo Bank: 7 offices

Mebuki Financial

Other banks, credit Group Other banks, credit _ Mebuki Financial
unions. oredit 51.0% unions, credit Deposits Group
associations, and others associations, and others 37.4%

(incl. Japan Post Bank)

49.0% 62.6%

*The Company calculated the shares based on data from Kinyu Journal, Special Issue, December 2021.

I Collaboration with Enterprises and Local Communities Beyond the Boundaries of the Group

The Group not only provides high-quality comprehensive financial services but also addresses the challenges of more
communities and customers through collaborations with diverse partners both at home and abroad beyond the

existing boundaries of industries and businesses.
Srans wiie [l eetiicss cosk] feaues Municipal governments, administrative
p P agencies, universities, etc.

Gerontology serviqe, qigital transformation (DX), envi.ronmen't related services \ / Arrangement of collaborations and streamlining of municipal services
such as decarbonization and environment conservation services, etc. (

Intermediary organizations that support network expansion \.' W
Business matching, personnel placement, M&A intermediary, etc. L M E B U K I J

Financial Group
External expert teams that make
services more sophisticated / \

Consulting services by experts

Domestic financial institutions outside of the Group

Regional collaboration arrangements,
collaboration in and sharing of operations, etc.

Overseas financial institutions

Support for overseas business, expansion of sales channels

Delivering advanced services
through collaborations

v

Contributing to solving
regional issues



Toward Solutions to the Diversifying Issues of

Local Communities and Customers

Tetsuya Akino,
President and Director

In the business environment that surrounds us, change
is accelerating; changes in the social structure, including
lower birthrates, demographic aging, and population
declines, technological innovations such as digitalization,
and new movements like the transition to a carbon-free,
recycling-based society. Moreover, most recently,
uncertainties have mounted as the impact of the
COVID-19 pandemic has become protracted and
geopolitical risks have emerged with the Russia-Ukraine
problem.

At the same time, through the various issues emerging
with local communities and customers, such changes in
external conditions can be seen as increasing the
opportunities for us to play a more active role as a
financial institution.

Important to resolving diverse issues is consulting that
understands the customer in greater depth and thinks
together with them, and | think our strength in having
built up trust and confidence with local communities and

~ Kazuyuki Shimizu,
Executive Vice President and Director

customers over many years will pay great dividends in
this regard.

The needs and issues of customers go beyond the
field of finance; they span non-financial areas like
digitalization and decarbonization, so solutions to them
require coordination among group functions and with
outside resources as well as the effective functioning of
a regional network rooted in local communities and
customers.

This challenging business environment is expected to
continue, but as we implement our Third Medium-Term
Group Business Plan, which was started in April 2022,
we will leverage the strengths of the Group to be a
driving force in resolving community and customer
issues, pursuing digital transformation, and promoting
the transition to a carbon-free, recycling-based society. |
think contributing to the growth and development of
local communities and customers constitutes the raison
d'étre of Mebuki Financial Group.

Results and challenges of the Second Medium-Term Group Business Plan (previous Medium-Term Business Plan)

Under our Second Medium-Term Group Business Plan
(previous medium-term business plan), we positioned
the three years from fiscal 2019 to fiscal 2021 as a
period for “producing solid results and upshifting for
the next stage of growth,” and carried out various

measures focused on structural reforms and strengthening
consulting functions.

Regarding structural reforms, with the integration of
core systems in January 2020, we worked to optimize
branch networks, streamline administrative processes,

and reorganize division functions and group companies.
In optimizing our branch networks, we reduced real
branches by around 20% (62 branches) over three years
while improving customer convenience by launching a
banking app and enhancing its functions, among other
measures, and freed up 1,200 people from
administrative areas, including departments primarily
involved in administrative processes.

With regard to strengthening consulting functions,
among personnel freed up by structural reforms, we
committed around 200 to strengthen sales capabilities,
expanded service offerings and external partners, and
thereby built a system for resolving the diverse issues of
local communities and customers.

As a result, in fiscal 2021, the last fiscal year of the
Second Medium-Term Group Business Plan, core net
business income, which expresses core business
profitability, exceeded both the planned target and the
result of the previous fiscal year, and, further, core OHR*!
declined to 54.5%, so we were able to make progress in
improving management efficiency. However, in light of the
protracted impact of the COVID-19 pandemic, we set
aside reserves as a preventative measure (increasing
credit related costs) and other steps were taken to
provide for the future, which led to consolidated net
income* falling short of the planned target.

Under the Second Medium-Term Group Business
Plan, we were able to raise core business profitability
and generate other positive results, but with the advance
of technological innovations and accelerating changes in
the social structure, caused by lower birthrates,
demographic aging, and population declines as well as
the global spread of the COVID-19 pandemic, the
situation is becoming increasingly difficult for the
traditional banking services of deposits, loans, and
money transfer.

In this environment, we recognize that the challenge
for Mebuki Financial Group will be to further increase the
efficiency of traditional banking services, maintain and
expand the customer base, strengthen consulting
functions, enhance our solutions menu, expand our
business domain to solve the diverse issues of local
communities and customers, and contribute to a
carbon-free, recycling-based society. For the sustainable
growth of local communities, customers, and the Group,
we will need to work to enhance and promote
comprehensive financial services and take on the
challenge of new business areas.

*1 Excluding system integration expenses
*2 Attributable to owners of the parent

Summary of the Second Medium-Term Group Business Plan, p.14

Sustainability issues recognized as important management issues

We formulated the Group Sustainability Policy in March
2022 for the sustainable growth of both the Group and
local communities and customers.

Within this Group Sustainability Policy, we have
defined five key issues (materiality) that will be our
particular focus in contributing to the realization of
sustainable local communities.

Five Key Issues

(1) Revitalization of regional economy and

local communities

(2) Climate change and environment conservation

(3) Promotion of digitalization

(4) Response to aging society

(5) Promotion of diversity

To address these five key issues, we have set long-
term KPIs that include a sustainable finance goal, a CO:
emission reduction goal, and a percentage of female
employees in positions equivalent to assistant manager

Long-term vision targeting the year 2030

With the business environment changing substantially
and uncertainties increasing, we have formulated a
medium- to long-term vision, Long-Term Vision 2030,
in order to achieve sustainable growth together with
local communities and customers, and as we work
toward its achievement, it will be necessary for us to
evolve as a company.

From this medium- to long-term perspective, we held
many active discussions incorporating diverse

10

or higher, and we will more robustly promote a variety of
initiatives for them. For the CO2 emission reduction goal
in particular, to further strengthen our initiatives, we have
raised our target for CO2 emission reduction by fiscal
2030 to net zero emissions, from the previous target of
reduction of 30% or more compared to fiscal 2013.

In order to be a resilient organization in support of
these initiatives, we will promote diversity even more so
than in the past. Along with increasing opportunities for
diverse human resources to play an active role,
enhancing job satisfaction is the key to survival as an
organization. When support is provided for the career
aspirations of employees, each individual raises their
level with goals and motivation, and as human resources
diversity is promoted, it generates innovation. Through
this, we will provide new value to local communities and
customers.

Sustainability at Mebuki Financial Group, p.19

viewpoints, including those of outside directors, about
the added value Mebuki Financial Group may be able
to provide and what sort of company we wish to
become.

With a desire to “continue to create new value by
working together with local stakeholders to solve their
various issues” and to “contribute to the realization of
sustainable local communities through value creation,
and remain an essential presence in local



communities,” we defined our vision for 2030 as “A
Value Creation Group Working Together with Local
Communities.”

We also defined target levels: a consolidated fee
income ratio of 50% or more and consolidated ordinary
profit of ¥100 billion or more. This clearly expresses our
intention, both internally and publicly, to create new
businesses and services in the comprehensive financial
services area—consulting and group functions,
specifically—and in new business areas and develop
them into group revenue sources so that they approach
the same level as the traditional banking services area.

Third Medium-Term Group Business Plan

To realize this long-term vision, first, we will reinforce
our core businesses of traditional banking services and
comprehensive financial services and work to expand
business areas that leverage these strengths. In
expanding our business areas, we will work to resolve
local issues beyond the conventional framework of
financial services and reinvest know-how obtained
through these efforts into our core business. We believe
that putting this cycle into motion will lead to the creation
of new value by the Group.

Long-Term Vision 2030, p. 21

To achieve our long-term vision, we back-casted to

compile tasks for the first three years and create the

Third Medium-Term Group Business Plan. The three

years of this plan, which is Phase 1, is positioned as the

“Period for Taking on Challenges for Sustainable

Growth,” and there are three basic strategies for this.

(1) Pursue a business model to support local
communities

(2) Build a sustainable management base

(3) Develop human resources and promote active
participation

Accelerating Digital Transformation (DX)

For the first of these strategies, “Pursue a business
model to support local communities,” we will raise the
quality of services related to solving community and
customer issues and expand our business areas to
contribute to the realization of sustainable local
communities. In addition, by providing customers the
convenience of digital services along with the confidence
and advanced service of face-to-face interactions, we
will work to be an essential presence in local
communities.

With regard to the second basic strategy, “Build a
sustainable management base,” we will engage in
business model reforms and business innovation
through utilization of digital technologies and other
measures and strengthen our management structure
while creating new value. Moreover, we will increase the
efficiency of group management and work for its further
advancement by raising the efficiency of management
resource allocation through redeployment of personnel,
[T investment, and cost reductions.

For the third basic strategy, “Develop human
resources and promote active participation,” we will
develop and secure human resources capable of
supporting execution of these strategies and creating
value and will provide new value and peace of mind to
local communities and customers by being a group with
diversity and independence through enhanced job
satisfaction in order to thereby raise the engagement of
each individual employee.

Third Medium-Term Group Business Plan, p. 23

For business model reforms, business innovation, and
improving convenience for local communities and
customers, promoting digital transformation (DX) is
indispensable. Under the Third Medium-Term Group
Business Plan, we will continue to accelerate DX
initiatives. Regarding these initiatives, we will not only
utilize DX in the Group but also support the DX efforts of
local communities and customers.

Business process reforms utilizing digital technology
that were implemented under the Second Medium-Term
Group Business Plan have reduced administrative

procedures that require documents and seals from our
business processes and have also led to improved
convenience for customers through introduction of a
banking app, enhancement of online loan applications,
and other measures. Going forward, we plan to further
increase contact points for customers with whom we
had minimal contact previously and for younger
customers, including those in Generation Z, and will
strive to further expand transactions with them.

We will thoroughly reduce administrative volume by
utilizing digital technology and shift personnel to

consulting and other services with high added value that
help build the trust and confidence of customers. At
branches, we will reduce administrative space and
increase the number of branches with dedicated booths
set up for customers to consult with us in greater detail.
In this way, we will transform the role of branches from
space for administrative processing to space for
communication and consultation with customers.
Moreover, utilizing information gathered through both
digital and face-to-face channels, we will improve the
sophistication of marketing and reinvest knowledge and
know-know accumulated through digital initiatives into

About Mebuki FG

local communities and customers to further promote DX
in the region as a whole. As for investments to this end,
under our Third Medium-Term Group Business Plan, we
are planning digital investment of ¥7.0 billion for the
Group overall. We will also free up 580 personnel
throughout the Group through digitalization, streamlining
business processes, and other measures and commit
200 personnel to consulting, DX, new businesses, and
other areas.

Promotion of Digitalization and DX, p.39

Increasing opportunities for employees to fully demonstrate their abilities and more actively participate

We intend to further strengthen investment in human
resources to put into practice our Long-Term Vision
2030 and Third Medium-Term Group Business Plan and
provide new value not overly constrained by the
framework of finance.

As for programs, we are enhancing training and
on-the-job training programs to smooth the transition
from administration to sales and consulting and thereby
help numerous employees take on this challenge. In
addition, we are also reviewing our personnel system to
ensure appropriate compensation for employees playing
an active role regardless of age, gender, or other
personal attributes.

Regarding personnel involved in DX promotion in
particular, we have defined as “core DX personnel” those
employees in the head office who create new businesses
using digital technologies and who plan and lead business
process reforms for the Group as well as those
employees who provide DX support for customers. Under
the Third Medium-Term Group Business Plan, we are
aiming to train at least 400 of these personnel. In addition,
to improve digital literacy among all employees, we have
defined as “base DX personnel” those employees who
have reached a certain level of IT knowledge, and we plan
to also train 3,000 or more of these personnel by the end
of fiscal 2023.

We also recognize that diversity and inclusion are
extremely important, and with regard to gender diversity in
particular, we have set a long-term goal of raising the
percentage of women in positions equivalent to assistant

manager or higher from the current level of 31.4% (as of
March 31, 2022) to 35% by 2025. Further, we will increase
opportunities for senior employees to play a more active
role and work to create an environment that makes good
use of their many years of experience and skKills.

We will maintain an environment that allows every
employee to work happily and energetically regardless of
position, age, gender, nationality, or disability, and we
plan to increase opportunities for every employee to
actively participate while fully demonstrating their
abilities.

Promotion of Diversity, p.46

Providing new value to be a value creation group working together with local communities

We are committed to remaining an essential presence in
local communities. This means continuing to be a trusted
presence for local communities and customers, and we
believe the Group’s strengths are geared precisely toward
this, the trust and confidence we have earned, a robust
customer base and financial foundation, and the
comprehensive capabilities of the Group.

Based on our vision for 2030 of being “A Value
Creation Group Working Together with Local
Communities,” the Group is taking steps forward toward
the realization of sustainable local communities.

The Group’s executives and employees are all united
in facing the difficult business environment and helping
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to solve the diversifying issues of local communities and
customers through leveraging our strengths to provide
new value. By doing so, we hope to continue being an
essential, trusted member of local community.

We would like to thank local communities, customers,
shareholders, and all other stakeholders for your continuing
understanding and support.

July 2022

Tetsuya Akino. President and Director
Kazuyuki Shimizu. Executive Vice President and Director
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! Results for FY2021

In FY2021, amid a harsh external environment marked
by the COVID-19 pandemic and Russia’s aggression in
Ukraine, we worked proactively to enhance the
consulting function and bring about structural reforms,
and as a result, core net business income*', an indicator
of the profitability of our main business, increased by
14.8 billion yen year on year to 84.2 billion yen.
Differences of interests between deposits and loans
decreased year on year for reasons such as the
completion of a round of COVID-19 related loans. We,
however, made efforts to provide adequate consulting
service, and as a result, recorded a year-on-year
increase in net fees and commissions.*! Such efforts
included supporting corporate customers in their main
lines of business and strengthening collaborations
between the two banks and Mebuki Securities in our

group.

Year-on-year change in ordinary profit
(Bank total)

(Billion yen)
L& |

Factors  Factors

causing  causing Net trading

increase  decrease Net fees and income

inincome in income commissions +0.7
+2.3 [

Securities margin
+10.7

We also steadfastly pushed forward with structural
reforms. As a result, expenses*' decreased by 1.9 billion
yen year on year.

Meanwhile, as a precaution to the impact of the
COVID-19 pandemic and the Russo-Ukrainian situations
on our earnings, we had recognized allowance for potential
credit losses. As a result, credit costs*' decreased by 2.8
billion yen year on year to 19.6 billion yen.

Further, ordinary profit*! increased by 4.5 billion yen
year on year to 60.4 billion yen, with gains/losses on
securities*? decreased by 12.4 billion yen year on year,
backed by flexible securities’ operations based on
market conditions, future outlook, and other factors.

As a result, consolidated net income attributable to
owners of the parent of Mebuki Financial Group
amounted to 42.9 billion yen, higher than the results for
the previous year of 6.4 billion yen.

*1 Bank total (Core net business income excludes gains/losses on cancellation of investment trusts)

Credit related Gains/losses on
costs (-) securities*?
-2.8 -12.4

Expenses (-)
-1.9

Net non-recurrent
gains/
|0859§ Ordinary profit 60.4

| Summary of the Second Medium-Term Group Business Plan

Under the Second Medium-Term Group Business Plan
for the three years from April 2019 through March 2021,
the Group took various measures based on its basic
strategies, namely “Create growth business models with
local regions,” “Structural reforms for enhanced
productivity” and “Develop human resources for value
creation.”

We positioned the three-year period of the Second
Medium-Term Group Business Plan as a period for
“producing solid results and upshifting for the next stage

of growth.” Under the plan, we implemented structural
reforms, such as optimizing our branch networks and
reorganizing division functions, beginning with the
integration of the core systems in January 2020. We
also deployed a three-year cumulative total of 200
people to consulting services and the IT field. We have
put all our efforts into resolving issues faced by our
customers in the region, which are becoming
increasingly diverse, and have created business models
that grow with local communities.

The Second Medium-Term Group Business Plan (April 2019-March 2022)

Major Accomplishments

Creating Growth

with Local Regions @ Enhanced non-face-to-face services

The status of Progress in Achieving the Management Objectives

Basic Strategy 1 @ Enhanced the ability to satisfy customers in need of support Numerical targets Results for FY2021
for their main lines of business :
Business Models @ Enhanced consulting functions for individual customers Consolidated ROE 5.0% or more 4.3%
Consolidated net income*' Approx. 47.0 billion yen 42.9 billion yen
Core OHR (bank total)*? Approx. 60% 54.5%

Basic Strategy 2 @ Reviewed branch networks

Structural Reform for @ Implemented core system integration, and administrative

Enhanced systems unification

Productivity @ Established new subsidiaries, restructured existing
subsidiaries, and strengthened governance

Basic Strategy 3 @ Revised personnel systems for the two subsidiary banks

Developing Human @ Enhanced the development of specialized human resources
Resources for Value ) .
Creation @ Established the system for promoting diversity

<Shift in allocation of management resources through structural reforms>

*1 Net income attributable to owners of the parent
*2 Excluding gains/losses on cancellation of investment trusts and system integration expenses

Changes in core net business income*®

Invest in growth
Create a new
business model

O . i Billi
Difference of 05 (+4.5 year on year) The amount of expenses represents a comparison between FY2021 and FY2018. (Billion yen) 705
Interests Human Invested areas (including consulting services): Approx. 200 people (as planned) ~ — Results 66.0
between TEsolices Saved areas (including the administrative area, and head office): Approx. 1,200 ~@- Initial plans
.  deposits people (up 200 people vs. the plan)
Ordinary profit and loans
55.9 -0.9 ~_ Consolidation of branches: 62 locations (more than planned)
< - > < > Downsizing of branches: 152 locations Structural reforms
Core net business income Credit related costs + - -
(excluding gains/losses on cancellation of investment trusts) Gains and losses on sale of securities, etc. The amount of expenses**: -7.2 billion yen (down 2.2 billion yen vs. the plan)
~ +14.8 year on year -10.2 year on year -, FY2018 FY2019 FY2020 FY2021
*4 Excluding system integration expenses *3 Excluding gains/losses on cancellation of investment trusts
FY2020 Fy2021
*2 Gains/losses on cancellation of investment trusts + Gains/losses on bond transactions + Gains/losses related to stocks
*3 Including (-)1.5 billion yen of costs related to liability for retirement benefits, and 0.9 billion yen of gains on equity options, etc. .
Environmental Awareness
Fees from corporate customers ggg{fgénerfé zﬁsé%tscgrq\ﬁir Ssions Expenses @ Although we noted that we improved the profitability of our main business as planned in the Second Medium-Term
(Bank total) y . o (Bank total) Group Business Plan, the environment surrounding the traditional banking business has been increasingly difficult
(Bank total + Mebuki Securities) . . : . .
*13.1%) for reasons such as accelerated changes in the social structure in the wake of population decline, the COVID-19
(Billion yen) (+20.4%) (Billion yen) (+1.96) (Billion yen) pandemic, and technological innovation.
(+1.92) 61.8% 63.5% :SOC'ZZ e @ To achieve the sustainable growth of both local communities and the Group, we need to enhance and expand our
16.90 o Business Profi®) comprehensive financial services and tap into new business segments.
11.37 = 60.7%  61.3% 56.2%
Sales increased - - 59.6% ® OHR Issues in View of the Second Medium-Term Group Business Plan Direction of initiatives
14.66 14.93 backed by ® (vs. Core Gross
trengthened Business Profit*” i i iCi iti i i intaini
9.59 9.65 9.44 13.84 zgﬁ:gor:tTgns Go7% o 54.5%  Business Profit®9) [ Zimgr?éi‘?péﬁélt%gggfbifggency of traditional banking services, and maintaining/ ' '
among group (ff‘ 115.0 \(74'8.) (}Wiggi) [ ) Fu?ther er?hancing consulting functions and a range of solutions to issues it DR e e Gl
Y companies 114.1 X 1. -
. . - l:Il;l _ 110.1 108.1 = Personnel @ Expanding business areas in a bid to solve diverse issues of local communities local communities and the Group
e 113 2.8% @ Contributing to realizing decarbonization and recycling-oriented society Enhance and expand comprehensive
050 o External Environment financial services
M Non-personnel - -
mantan e Declining birthrates Changing industrial Challenge of new business areas
o N and aging populaton and employment structures
by leveraging [ Taxes — -
-face-to- -4.3% - B —
7.93 ?a?:ne :ﬁ:nr?els E_g'g)/) _— T _— T~
5.91 6.22 ’ - Changing social structure/lifestyle N Technological innovation N R
5.69 System integration . (New normal post the COVID-19 outbreak) -~ . (Digitalization/evolution of technology)
FY2018  FY2019  FY2020  FY2021 [k — —
1.9 3.9 3.1 3.1 non-personnel B .
- - - e penses - Transition to ~ - Regulatory easing ~
billion yen  billion yen  billion yen  billion yen [REIEd / N N .
Fy2018  FY2019  FY2020 | FY2021 Fy2018  Fy2019  FY2020 | FY2021 e S s I g (' decarbonization/recycling-oriented ) ( and changing competitive )
) - ) » ) o - ) ) xcluding gains/losses on cancellation of investment trusts N it N g t S et i
M Business support related [ Credit related 8 Mebuki Securities | Financial instrument intermediary service *5 Excluding gains/losses on cancellation of investment trusts and system — fOCIe yﬁ — Eﬂwrorlmer\i

JGB, etc. M Foreign currency deposits
M Insurance (excluding executive insurance)
Investment trusts (Sales commission + Trust fee)

13 14
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About Mebuki FG

| Forecast for FY2022 (earnings estimates)

We expect net income attributable to owners of the
parent for FY2022 to increase by 2.0 billion yen year on
year to 45.0 billion yen. While the outlook remains
uncertain in the wake of the COVID-19 pandemic and
Russia’s aggression in Ukraine, we will push forward

Forecast (Mebuki FG consolidated)

(Billion yen)
Forecast for | Year-on-year
FY2022 change
Ordinary profit 65.0 +0.0

Net income attributable to owners

of the parent 4l w2

with the Third Medium-Term Group Business Plan (P23),
which started in April this year, to further increase the
profitability of our main business.

We will inform as promptly as possible in cases we
need to revise our earnings estimates.

Forecast (Bank total)

(Billion yen)

FY2022
Ordinary profit 62.5
Net income 43.0
(Credit related costs) (11.0)

| Shareholder Returns and Capital Policy

We will target a total return ratio of 30% or more while
taking into account both the maintenance of solid capital
levels for our future growth and the appropriate
distribution of profits to our shareholders.

We will continue to consider the total return ratio
including the dividend level in light of market trends and
business forecasts.

We maintained stable dividends and paid out 11 yen
per share in FY2021 (the same level as the previous

— — Total return ratio Share repurchase

Dividends and , he
@ Payout ratio [l Dividends

Shareholder Returns

(Billion yen) 73.3%
46.2%
34.9%
) 28.2% 26.3%
35.3% 34.9% ® °
19.5
3.9
FY2019 FY2020 FY2021 FY2022

(scheduled)
Dividends per share

B @E OB O Oh

FY2019 FY2020 FYy2021 FY2022
(scheduled)

year). We also repurchased own shares in a flexible
manner, achieving a total return of 73.3%, well above
the target of 30%.

We plan to maintain stable dividends and pay out 11
yen per share also in FY2022 (the same level as the
previous fiscal year). Consolidated capital adequacy ratio
of Mebuki Financial Group as of March 31, 2022
increased by 0.05 percentage points year on year to
10.92%.

Consolidated capital adequacy ratio

(%)

10.95% 10.87% 10.92%
9.94% 1 ® 1

As of March 31, As of March 31, As of March 31, As of March 31,
2019 2020* 2021 2022

*Ashikaga Bank started to calculate each risk-weighted asset according to the foundation
internal rating-based approach (FIRB) from the end of March 2020.
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| Reduction of Strategic Shareholdings

The subsidiary banks that hold strategic shareholdings
are making efforts to reduce the balance of strategic
shareholdings, taking into consideration risk reduction
and capital efficiency based on its economic rationality.
We have held sufficient dialogues with the issuing
companies upon sales of such shares.

The amount of reduction in FY2021 was approx. 21.2
billion yen (bank total, based on acquisition cost), and
involved shares from 24 issuers. The resulting balance of
strategic shareholdings (listed companies) amounted to
70.7 billion yen as of March 31, 2021. The ratio of the
balance of strategic shareholdings to consolidated
capital decreased from 20.1% to 16.9%.

Assessing the rationality of holding individual stock by the Board of Directors, etc.

Our basic policy for strategic shareholdings is based on
medium- to long-term economic rationality on the basis
of risk and returns and future outlook so we can secure
sustainable growth, increase corporate value of the
Group and issuing companies over the medium- to long-
term, and build stable business relationships with those
companies.

The economic rationality of strategic shareholdings is
examined from the viewpoint of profitability,
creditworthiness, regional characteristics (relevancy to
principal base of operations), improvement of business
relationship, etc., using their overall business RORA*
based on our ROE target.

As of March 31, 2022, the Board of Directors confirmed
every strategic shareholding to be meaningful pursuant to
the basic policy to secure sustainable growth, increase
corporate value of the Group and issuing companies over
the medium- to long-term, and build stable business
relationships with those companies.

Regarding the profitability, we confirmed that their
overall business RORA combining all listed companies of
strategic shareholdings exceeded the target value.

* RORA = (Net interest margin on loans and deposits — Expenses (including credit related costs)
+ Fees and Commissions + Dividends) + Risk-weighted Assets (Loans and Stocks)

Strategic shareholdings
(bank total, listed companies only, based on acquisition cost)

(Billion yen) [ Book-value balance —@- Number of share issues
25.5% —@~— Ratio to the amount of consolidated net assets

20.1%
221 16.9%

184

119.1 160
106.8

92.0

As of March 31,  As of March 31,  As of March 31, As of March 31,
2019 2020 2021 2022

| Dialogue with Shareholders and Investors

Our Group has endeavored to improve soundness and
transparency of our business management and ensure
timely and easy-to-understand information disclosure
and provision in order to earn trust from and improve our
Group’s reputation among all stakeholders including
customers, shareholders and community residents.

Investor relations sessions

For FY2021, in consideration of the COVID-19 crisis,
we held hybrid IR sessions combining offline and online
results briefings, and also enhanced information
disclosure by other means, including online
videoconferencing and the distribution of video content.

We will continue to ensure impartial and fair
information disclosure and promote constructive
dialogue with shareholders and investors.

T e 2019 2020 200

. s . 8 times, Distribution of Distribution of
IR sessions for individual investors 845 participants (Cancelled) explanatory video explanatory video
IR sessions for institutional investors and analysts in Japan 79 times, 68 times, 58 times, 57 times,
(including exclusive interviews) 418 companies 454 companies 260 companies 253 companies
IR sessions for overseas institutional investors and 3 times, 2 times, 8 times, 6 times,
analysts (including exclusive interviews) 19 companies 12 companies 8 companies 6 companies
90 times, 1,282 70 times, 66 times, 63 times,

Total

people (companies)
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466 companies 268 companies 259 companies



Value Creation Procesgf

| Financial Group

Mebuki Financial Group’s Value Creation

Based on the corporate philosophy of the Group, Mebuki Financial Group will resolve a variety of issues jointly with community residents by taking advantage of its wide-area network, solid customer

base and other strengths, and thereby create value for stakeholders, improve the Group’s corporate value, and contribute to the sustainable growth of local communities.

External Environment @ Population decline and aging @ Changing industrial and employment structures @ Digitalization/

evolution of technology @ Changing social structure and lifestyle @ Transition to decarbonization/recycling-oriented society

Revitalization of the regional

Key Issues economy and local communities

Climate change and
environmental conservation

Promotion of digitalization

Response to aging society

Promotion of diversity

v

I

INPUT OUTCOME

Together with local communities, we will continue to build a more
prosperous future by providing high-quality comprehensive financial

Financial capital

Human capltal

Take on the challenge to solve
regional issues, going beyond the
conventional framework

® Realize prosperous living

® Support sustainable corporate growth

® Support decarbonization/SDGs
initiatives in local regions

® Contribute to regional revitalization/
urban development

Intellectual capltal

Strengthen our consulting and
group functions and contribute to
solving more customers’ issues

® Consulting

® Business succession/M&A

® Trust/inheritance/asset building

® Leasing/securities/overseas
expansion

Somal capltal

Change the way of providing
services and increase their value

® Deposits
® Loans
® Settlement/money transfer

Group Philosophy iding high-quali ive fi i
services.
Long-Term Vision A Value Creation Group Working Together with Local Communities
New ;
business i i , gOi SUZIOTE i
areas [ i i italizati
Com- . :
prehensive ; i
financial i i inheri ilcli
services i " ing iti
area
Traditional ,
banking
services
area

Local communities and customers
® Convenient and secure financial services pP29
® Revitalization of regional economy

pP25
@ Solving issues through -
consulting services P26 "

® Safe, secure, and prosperous
life pP44 J

® Creating a recycling-oriented
society and reducing environmental
impact pP32

Shareholders pP15

® Corporate value improvement

® Stable and sustained
shareholder returns

® Transparent information
disclosure

Employees pP46

® Promotion of diversity

® Pleasant working environment
where employees can grow

® Implementing work-life
balance

Contributing to achievement of SDGs

business

Management base
that supports our

Corporate Governance

Compliance

Risk management

Internal Audit

GOOD HEALTH GENDER DECENT WORK AND INDUSTRY, INNOVATION
AND WELL-BEING EQUALITY [ AND INFRASTRUCTURE

weo & o | $o

Details of
each capital

Financial capital P13

©® Sufficient capital
® Sound loan assets
® Stable funding

17

Human capital P46

® Diverse and sufficient human
resources

® Fulfilling training programs and
specialized human resources

® Human resources rooted in local
communities

Intellectual capital

® Brand strength and history pP3

® Comprehensive abilities with strong
know-how of the Group PP66

® Advanced risk management pP60

10 I‘ui'i]"u“iﬂm Mscouwmes | 13 ooe 17 Goneaons

‘_b Eém © @

Social capital

® Wide-area networks based in Ibaraki and Tochigi Prefectures pP8
® Solid customer base pP8
® Network with domestic and international partners p-P8, 27

18



Sustainability at MGbUbLFin /I GI’OUp Mebuki Financial oup’s Value Creation

| Formulation of Sustainability Policy | Setting of Key Issues (Materiality)

Recognizing issues about sustainability as important management agendas, Mebuki Financial Group has formulated Mebuki Financial Group has set key issues (materiality) that it should focus on in order to contribute to realizing
the Group Sustainability Policy with the aim of achieving both the sustainable growth and the corporate value sustainable local communities.
enhancement of the Group, while solving the issues of and realizing the sustainable growth of local communities.

In addition, we have formulated independent policies to clarify policies regarding Environment, Human Rights, and

Diversity. Key issues (materiality) Main initiatives in the Third Medium-Term Group Business Plan Targeted SDGs

[Specific Strategy 1-2] Deepening comprehensive financial services

e Enhance consulting function for corporate customers 8 /J SR
Mebuki Financial Group Sustainability Policy Revitalization of the regional e Implement initiatives for regional revitalization/SDGs i &
- . . . i : economy and local communities e Deepen life plan consulting
SUSTAINABLE Based on the Mebuki Financial Group Philosophy “Together with local communities, we will » P25 [Specific Strategy 1-3] Challenges to expand business areas - B
DE‘Q.E,';,_OPMENT continue to build a more prosperous future by providing high-quality comprehensive financial * Develop new business areas by leveraging the Group’s strengths ﬁE@m @
G‘«..»’ALS services,” Mebuki Financial Group and Group companies will support solving issues in our * Make effective use of strategic investments, alliances, etc.
regions, while contributing to the achievement of sustainable growth of local communities as well
as the improvement of our corporate value. Climate change and [Specific Strategy 1-2] Deepening comprehensive financial o 13 coux 17 e
environment conservation services oy @ @
» P32 e Implement initiatives for regional revitalization/SDGs s
H H HH [Specific Strategy 1-1] Innovating traditional banking services
I StrUCtu re for PromOtl ng SUStal nablllty : T e Enhance contact points with customers and non-face-to-face 17 e
Promotion of digitalization . [
» P39 services through digitalization @
) ) o ) . : e Optimize channel network and enhance consulting function
To establish a structure that uniformly manages the development and progress of initiatives related to sustainability [Specific Strategy 2-1] Promoting DX
issues, including climate change, we have set up the Sustainability Committee chaired by the President and Director
and have held committee meetings once in six months or more. We have built a structure in which the Board of Response to aging society  [Specific Strategy 1-2] Deepening comprehensive financial services
Directors can supervise the Group’s sustainability initiatives by reporting the details of deliberations at each meeting to SR - ERITETEE EERENEES 18 2 2Ol e SeEty *
the Board of Directors.
In April 2022, the Group newly established organizations dedicated to sustainability (Sustainability Management Promotion of diversity Li:i': s;:taitceig!;t?c])r?evelop i LEE M GO T ielilei ) LT
Ly - . . - . ) . L =)
Group within Mebuki Financial Group, Inc.; and Sustainability Promotion Office within bank subsidiary Joyo Bank and > P46 * Promote active participation / diversity among employees @1 v
Ashikaga Bank)

Mebuki Financial Group

Promoting infiatives | Setting of Long-Term KPlIs for Sustainability

for sustainability

Board of Directors throughout the
‘ Group The Group aspires to realize sustainable local communities and enhance corporate value, and thus, has set Long-term
_ > _ Report [Newly established in April 2022] KPlIs for sustainability in order to clearly define its basic stance and goals related to sustainability as shown below.
. Susfalnablllty Committoe Sustainability As the Group holding regional financial institutions, we will strengthen our efforts to solve the issues of local
ﬂ;ﬂfﬁ“ﬁ?i Kﬁ?giﬂiﬁg%?gggg, Executive Officers j Management Group communities, and contribute to realizing sustainable local communities by achieving the long-term KPIs.
and others

Purpose: To contribute to the achievement of SDGs,

the committee makes decisions on important . . .
business execution regarding both the [Newly established in April 2022]

sustainable growth of the Group and the b Sustainaboilgy Long-term KPlIs for sustainability

resolution of environmental/ social issues in romotion ice - =
local regions and analyze, evaluate, improve (Joyo Bank/Ashikaga Bank) Sustainable finance goals CO2 emission reduction goal P‘Zm&c:gﬁt%f:'sns?;?a?:{'ﬂgxzezr'Zfﬁis'ﬂgps
matters related to sustainability promotion. q g [¢]

FY2021-FY2030 (cumulative total)3 trillion yen
(of which 2 trillion yen for environmental fields)

Net-zero CO2 emissions in FY2030 As of March 31, 2025 35% or more

Each Group company Departments responsible for sustainability

19 20



Long-Term Vision 20:&

| Long-Term Vision

In the face of drastic changes in business environment, we have defined a long-term vision targeting the year 2030 (the
vision and target level) so we can realize sustainable growth together with local communities.

“Long-Term Vision 2030” is based on our desire to “continue to create new value by working together with local
stakeholders to solve their various issues” and to “contribute to the realization of sustainable local communities through
value creation, and remain an essential presence in local communities.”

Together with local communities, we will continue
Group

to build a more prosperous future by providin
Philosophy PN '

high-quality comprehensive financial services.

[Vision]
A Value Creation Group Working
Long-Term Together with Local Communities

Vision 2030 Crost o]

n - Consolidated fee income ratio*' :
Vision/target level for 2030 in view

)
of external environment and future 50% or more
prospect Consolidated ordinary profit :

100.0 billion yen or more

[Plan period]

Third Medium-Term April 2022 —March 2025
Group Business Plan [Position]
Three-year plan (Phase 1) for realizing our vision Period for taking on challenges for

and target level in 2030 sustainable growth

*1 Consolidated fee income ratio = Consolidated fee income*? + Income from customers**
*2 Consolidated fee income = Fee from customers of Banks + Gross profit from customers of other group companies
*3 Income from customers = Difference of interests between loans and deposits + Consolidated fee income, excluding securities” income
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| Approach to Realization of Long-Term Vision

To realize our long-term vision, we will strengthen our core business areas such as traditional banking and
comprehensive financial services, and take effort to expand our business areas by leveraging our strengths.

Mebuki Financial Group’s Value Creation

| Mebuki Financial Group's Value Creation
.- .

We will create new value by taking on challenges to solve regional issues beyond the framework of conventional

financial services and returning the expertise obtained through these initiatives to our core business.

Cultivating
new
customers

Deepening
relationships
with existing

customers

Strengthen core business / Develop new business areas by leveraging our strengths

[New business areas]

Take on the challenge to solve regional issues, going beyond the conventional framework

going beyond the conventional framework.

lead to the growth of our Group and local communities.

[Comprehensive financial services area]

Strengthen our consulting and group functions and contribute to solving

more customers’ issues

® \We will expand the range of solutions to financial issues by strengthening consulting
and group companies’ functions.

® We will contribute to solving diverse financial issues of more customers by
collaborating with our group companies and external institutions.

[Traditional banking services area]

Change the way of providing services
and increase their value
® \We will realize thorough efficiency and

services that continue to be selected by
customers, through digitalization and

business innovation.

® We will increase added value by providing .
comprehensive financial services along with
services in new business areas, and maintain

and expand our customer base.

. Settlement/
Deposits money
transfer

Global
expansion

Asset
building

Securities
management

etc.

Return the expertise cultivated in new businesses to core business.

22

@ \We will contribute to realize sustainable local communities by taking on challenges to solve regional issues

® \We will return the expertise obtained through our initiatives in new businesses to core business, which will

Expanding
business
areas



Third Medium-Term Grouyness ET

| Positioning of the Third Medium-Term Group Business Plan

We have positioned the Third Medium-Term Group Business Plan as a period for taking on challenges for sustainable
growth.

While strengthening our management structure by innovating traditional banking services and deepening
comprehensive financial services, we will take effort to sow and nurture new business areas and aim to contribute to

Mebuki Financial Group’s Value Creation

| Basic Strategies

In the Third Medium-Term Group Business Plan, we will pursue a business model that supports local communities so
we can contribute to them through new value creation.

Toward new value creation, we will work to build a sustainable management base by promoting Digital
Transformation (DX), etc., and to develop human resources and promote their active participation.

local communities beyond the framework of conventional financial services.

Third Medium-Term Group Business Plan
(FY2022-FY2024)

“Period for taking on challenges for
sustainable growth”

(The Fourth Medium-Term
Group Business Plan)
Period for accelerating

evolution

Pursue a business model to
support local communities

Basic Build a sustainable management
Strategies base
> P24

Develop human resources and
promote active participation

Consolidated net income
(attributable to owners of the parent)

Management 52.0 billion yen or more

Objectives Core OHR (bank total)*' Less than 58%

Consolidated ROE
(based on shareholders’ equity)

5.5% or more

(FY2024)

Expanding
new businesses

(New business areas)  sowing and nurturing

new businesses

ct ces |||C|eas“|g custOIlleI usage
EXpandlng ﬂnancla‘ pr odu S/Service:

(Traditional banking
services area)

Increasing added value by providing services in

Ensuring thorough efficiency combination with solutions to issues

*1 Expenses + Core gross business profit (Gross business profit™ - gains/losses on bond transactions)

(The Fifth Medium-Term
Group Business Plan)
Period for realizing
long-term vision

Future (-2030)

Long-Term Vision
2030

Developing them to
core businesses

Expanding business
areas and revenues

Consolidated fee
income ratio
50% or more

Consolidated
ordinary profit
100.0 billion yen or

more
(Desired level in 2030)

*2 Excluding gains/losses on cancellation of investment trusts and remuneration from “Special Deposit Facility to enhance the resilience of the regional financial system” and “Special Funds-applying

Operations to facilitate financing in response to COVID-19” by Bank of Japan
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New
business > P'25. [Specific Strategy
areas ¢ Provide yalue beyond the 2-9]
convenltlonal framework by Enhancing group
leveraging the .strengths of our management
Group and its investments . > P39 Developing and securing
[ZS?TC”IC Strategy * Reorganize the human resources who

. channels
and non-face-to-face services
) * Accelerate
« Increase the value of services by : g : employees
o strengthening consulting function pusmesg j-Reduction and review of 4|1 o e of female
Tracitional and providing integrated services innovation } operatlons o save i g
banking P L 9 9 . Expand non-face- ! management resources employees in positions
services for solving issues to-face and i tr;rough promotion of DX equivalent to assistant
! etc. ! ;
area remote | About 580 people (3 year | manager or higher 35% or
procedures ! cumulative) higher (as of March 31, 2025)
. H ion i Lo *Percentage as of March 31, 2022: 31.4%
[Specific Strategy 1-4] ¢ Reduction in expenses:
Di e . iti 1 3.0 billion yen '
iversifying secur! ies ! (compared to FY2021,
management services/ i the final year of the :
investments and financing : Second Medium-Term
> P16 Group Business Plan)
« Strengthen profitability witn -~ || [T
appropriate risk-taking
24

Basic Strategy 1
Pursue a business model to

support local communities

Basic Strategy 2
Build a sustainable management base

Basic Strategy 3
Develop human resources

and promote active
participation.

[Specific Strategy 1-3]
Challenges to expand business
areas

[Specific Strategy 1-2]
Deepening comprehensive
financial services

> P25 servilces by ) management to (8 year cumulative)
« Strengthen our consulting and making ?f,feCt'Ve expanded * DX personnel
use of digital

group functions and contribute to
solving more customers’ issues

tional i o focus areas : people
conventiona 1200 people Byear  §||  (As of March 31, 2025)
[Specific Strategy 1-1] services i cumlative) : *Number as of March 31, 2022: Approx.
* Accumulate, i New digitalization : 1,200 people

Innovating traditional banking

services

» P.39

* Enhance customers’ convenience
by leveraging digital technology

Promoting DX
» P.39
¢ Provide new

technology and
data, and increase
the added value of

analyze and utilize
data obtained
through digital and
face-to-face

Group in the create value

context of DX and || » P46

sustainability « Dispatch trainees
¢ Adapt business About 120 people

business areas 400 people
(as of March 31, 2025)

Basis of DX personnel 3,000

Shifting human resources

! investments7.0 billion yen
+ (3 year cumulative) Implementing diversity/

initiatives for job satisfaction

» P47
* Expanding working
opportunities for female
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ECONDMIC GROWTH

. . . . e 8 Gonccrom | Qnonensrwoue | 11 nocowinnes: f§ 17 onicoss
Revitalization of the Regional Economy and local Communities ¥ B

We are facing major trends such as a declining birthrate and aging population, changes in industrial and
employment structures due to digitalization, and the transition to a decarbonized and recycling-oriented
society. Furthermore, the prolonged COVID-19 crisis and the emergence of geopolitical risks have also
intensified uncertainties. As a result, local customers are forced to respond to the ever-diversifying and
mounting management challenges they have faced.

The Group will contribute to the realization of sustainable local communities by enhancing consulting
services and expanding the Group’s functions to improve the quality of services related to solving problems
for local communities and customers and by taking advantage of the Group’s strengths to develop into new
business areas.

Main initiatives in the Medium-Term Group Business Plan

[Specific Strategy 1-2 Deepening comprehensive financial services]

[Specific Strategy 1-3 Challenges to expand business areas]

We will enhance our consulting functions to solve customer concerns and business issues, including business
continuity and expansion, technology succession, human resources development, and global expansion. Through
collaboration between the Group’s functions and external institutions, we will provide highly specialized and
optimal solutions to strengthen our efforts to resolve issues that truly satisfy our customers.

[New business areas]

Corporate
Customers

Individual
Customers

(Expanding sale

Specific Strategy 1-2

Deepening comprehensive
financial services §S matching

[Comprehensive Financial
Services Area]

Leasing

e Strengthen consulting and group

companies’ functions Credit card

® Provide services for more customers Global business

[Traditional Banking

Services Area] a

Consulting Securities
Deposits Money transfers

Business related to supporting
sustainable growth of
corporate customers

Business related to the
realization of safe, secure, and
prosperous living

(Labor sha

Personnel Loans Securities Trust/Inheritance

(Succession of skills and ti introduction management doned farmlands)

Specific Strategy 1-3

Challenges to expand business
areas

M&A/Business
succession

Think-tank

Enhancing pr
® Take initiatives to new areas beyond the ( INGIRIES

framework of financial services upport Structured finance

e Utilizing our Group’s strengths and

investments/collaboration (Decarbonizatio )
Regional A
trading public infrastructure)

(Diffusion of renewable and gree

ine)| Business for contributing to
(Advertising/Data regional revitalization and
urban development

Business related to supporting
decarbonization and SDGs in
the local regions

Local
Regions

*Regional issues and needs are shown in parentheses of the figure.
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Deepening comprehensive financial services

Deepening Consulting Function for Business Companies

We are developing solution business at all stages of our corporate customers.

Our branches and consulting section work together to respond to customer issues and needs by providing highly
specialized information and making proposals in cooperation with the Group’s functions, business matching
contractors, external experts, and public institutions.

Escorted support for sustainable growth of regional companies

Escorted support for companies

3 €»

Business owners Consulting section (collaboration with related sections)

—— Key challenges — Escorted support for companies Specific support

Securing of management Providing solutions through

personnel introduction and collaboration with
Stable funding BM partners

Actionable planning Support for improving productivity
Business succession (lack of Regular discussions through the use of subsidies

|dentifying management issues
through macro environment
analysis and other means

Growth strategy planning and
financial restructuring

successors and shareholder

diversification) E
X

Formulation of Introduction of external
business plans strategic partners

Highly specialized advice, including
technical evaluations by experts

Considerate consulting support tailored to each business stage

. > Founding period Growing period Stable period Maturation period >

Escorted support for sustainable growth of regional companies ‘ "-

BE) e e T N CHERT

Group companies’ functions (Leasing, Investment companies, Securities, Credit card, Think-tank, IT) + External partners

[Founding period to growing period]

-

e Support for new business creation and commercialization (Mebuki Business Award)

e Start-up fund support

¢ Holding various business conferences (Mebuki Financial Group Manufacturing Business Forum, Mebuki Food
Exhibition, and other conferences)

e Holding various seminars (subsidy utilization seminar and other seminars)

e Securing human resources (personnel introduction, utilization of personnel working side jobs, and support for
human resources development)

L

[Stable period to maturation period]

e Support for efficiency improvement through IT/DX (provision of information and external collaboration)
e Support for global business (seminars, business conferences, and business matching)
e Support for business succession (external collaboration and utilization of funds)
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Support for Global Business

Both banks have six overseas representative offices (Shanghai, Singapore, New York, Hong Kong, Bangkok, and Hanoi).
Using our overseas representative offices, we provide customers with the local information they need, such as information
about the investment environment, infrastructure, local needs, taxation, logistics routes, and employment conditions.

In addition, through business alliances with correspondent networks (overseas correspondent banks) and leading banks
worldwide, we offer support for local companies in trade transactions, global business, and global sales channel expansion.

Overseas network of Mebuki Financial Group (PP67)

/Y

C)
) \ 2]
Singapo& #" .

¥

Our six overseas Country and region Major business partners Country and region Major business partners
representative offices cover the China Bank of China VietinBank
Americas, all of East Asia, and Bank of Communications Vietnam Vietcombank

ASEAN + India, providing local Taiwan CTBC Bank Foreign Investment Agency of Vietnam
information as well as accepting Thailang - Kasikorn Bank Philippines 220 Unibenk
various research requests. Bangkok Bank ' Metrobank
Indonesia Bank Negara Indonesia India State Bank of India
Bank CIMB Niaga Banamex

Mexico Aguascalientes State Government,
Jalisco State Government, etc.

r Helping our customers expand their global business at various stages 2

Supporting the expansion of overseas sales

Supporting the resumption of chicken egg Supporting the development of sales channels

exports to Hong Kong for local sake channels for frozen baked sweet potatoes
We helped suppliers resume chicken egg exports Holding online business conferences for Hong We supported a customer engaged in the sweet
that had been suspended due to the nuclear Kong buyers potato processing and wholesale business to

expand its sales channels in Hong Kong. It began
exporting frozen baked potatoes.

Since then, its sales channels have been
expanding, especially in Singapore and Europe.

accident caused by the Great East Japan
Earthquake. We provided integrated support for
direct export operations, enabling export
resumption for the first time in about nine years.

In cooperation with local governments (Ibaraki and
Tochigi Prefectures), we held online business
conferences to help local sake brewers meet with
local buyers in Hong Kong. Our local representatives
provided cooperative support, such as guidance to
sake brewers and invitation of buyers.
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Initiatives for Regional Revitalization and SDGs

We are working to solve regional issues by playing various connecting roles.

Connect businesses

® Maintain and enhance supply chain

® Enhance business succession/M&A and
strengthen our support system

Connect to next generation

Connect regions

@ Support initiatives for decarbonization/
SDGs in local regions and companies

® Solve regional issues by collaborating
with local governments, etc.

+ Strengthen relations with regional core
companies and establish an ecosystem

+ Providing consulting and support for the
alliance of member companies in the

succession/M&A

+ Increase our response capabilities for business & Support initiatives for decarbonization/SDGs

in local regions and corporate customers

® Enhance initiatives based on characteristics of _

the industry and regions
ecosystem ¢ Provide support for companies utilizing the tax
system applied to business succession

* Hold SDGs related seminars and Qv
[ -

® Provide support for business consolidation

and restructuring

Supplier A of the core company

P amm e
= g ok Tl Core company hr g Bk L

Lack of
SUCCESSors

Initiatives to maintain and enhance regional
supply chains

Supplier C of the core company Aging of
 business owners

conduct a simple evaluation s 3
Y

¢ Consulting for SDGs (“SDGs Declaration
Support Service,” etc.)

¢ Sustainable finance

® Support to establish renewable energy facilities

* Media functions such as dissemination of
initiatives for SDGs by regional companies,

Business
consolidation and
restructuring etc.

Support for regional SDGs and decarbonization
initiatives

@ Build and enhance ecosystems through strengthening
relations with regional core companies
® Provide consulting and support for the alliance of
member companies in the ecosystem
e Support for new business development
e Open innovation
e Support for technological collaboration among
companies in the region
@ Strengthen wide-area collaborative sales
e Strengthening of collaborative sales activities related
to core business support
® Enhance collaboration in finance and consulting fields

Solving regional issues by collaborating with
local governments

® Solve regional issues in collaboration with local
governments and companies
e Support for utilization of public property
¢ Providing information on SDGs and supporting green
projects in collaboration with local governments
e Promoting business attraction and community
development support
® Response to vacant homes and aging infrastructure
@ Help local governments digitalize and improve
operational efficiency
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@ Support initiatives for decarbonization/SDGs in local
regions and corporate customers

@ Support visualization of CO2 emissions calculations
and provide CO:2 reduction solutions in collaboration
with external experts

® Exercise media functions, such as disseminating
examples of efforts by other companies

® Provide products and services that raise the
awareness of suppliers’ participation in SDGs

® Provide support to activate SDGs initiatives within the
region (provide media and platform functions)

® Introduce sustainable finance such as Positive Impact
Finance and educate the public about SDGs

@ Provide support for the installation of renewable
energy facilities (related to decarbonization)

SDGs Declaration Support Service (Supporting the preparation
of written SDGs declarations since November 2021)

ﬁ Results as of March 31, 2022
LR |
E Number of support cases:
ENEE EEAE 289

e H

e AL T o (Bank total)

Management Strategies for Value Creation
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Deepening comprehensive financial services

Deepening Life Plan Consulting

Changes in the social situation, called “the 100-year life,” have diversified customers’ worries and concerns. We are

working to provide a system that enables us to provide prompt and appropriate proposals and advice to our customers

and channels that are easily accessible to all generations of customers, including the digital generation.

Providing services tailored to life events

Asset building and management

We provide financial products and services tailored to
our customers’ plans so that they can secure the funds
they need at various stages of their lives by considering
their life plans from a young age to lead a fulfilling life.

Amount and contracts of accumulated
investment trust

(contracts: number, amount: billion yen)

~®- Contracts M Amount 1 006863
87,463
76,744 @
69,271 69,840 Ps 33.0
® ®
26.3 258
21.7

19.6

FY2017 FY2018 FY2019 FY2020 Fy2021

Improving our consulting system

Consumption (Loans)

Housing, education, and retirement funds are the three
significant funds in life. In addition to these funds, some
expenses are inevitably necessary for daily life, such as
marriage funds and car purchase expenses. We help our
customers fund their needs with well-managed loans
with explicit usage.

Security and insurance

We also offer products that are prepared for life risks,
such as medical treatment expenses due to illness or
injury, reduced income, death of the head of the
household, and living expenses in old age for longer
average life expectancy.

Asset management and succession

We have established a system capable of meeting the
diverse needs of customers. We support customers’
asset management and smooth asset succession to the
next generation. Specifically, we began the dedicated
inheritance consulting service on Saturdays and
Sundays and dedicated specialized staff in offices to
address the general troubles of the elderly.

Support for concerns of the elderly and their families
— P45

Expanding services for the digital generation

e Introduce regional life plan advisors

e Establish a department specialized in consulting
services for individuals

e Strengthen information collaboration between the
banks and Mebuki Securities

¢ Train professional staff and provide adequate
education and guidance
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e Expand asset-building services using smartphones
and the web

e Enhance functionality of banking apps
(advice distribution, mutual funds, insurance, etc.)

e Expand the asset formation layer by proposing the
combined use of NISA and iDeCo

e Expand the Robot advisors function

e Contribute to society through support for mandatory
financial education

Contributions to Local Communities

Management Strategies for Value Creation

As a regional financial institution, we always connect with society in our business area. Thus we have a

responsibility to fulfill as a company in the relationship. We are actively engaged in social contribution activities

that we believe we should fulfill, such as financial education initiatives that leverage our core business,

employee volunteer participation in community events, and support through donations.

Support for children’s independence

We conduct lessons on finance to teach the importance of money and
the role of banks to the next generation. We also provide financial
education seminars for high school and college students to help them
learn about the mechanism of the monetary economy and specific
financial knowledge.

For high school students, we offer group work with lectures and
simulations on life planning, asset building, and asset management up
to 100. The group work includes cautions to avoid contract problems
and multiple debts due to lowering the age of majority and creating a
money plan that fits with the life plan.

Employees’ efforts to contribute to local communities

We support community activities through volunteer activities including
environment conservation activities, cleanup in the communities,
participating in events such as festivals, and collecting recyclable
resources.

Donation through private placement bonds with donation scheme

A portion of the commission received when issuing private placement
bonds for customers is used for donating goods to schools,
organizations engaged in SDGs initiatives, or healthcare institutions of
the customer’s choice, amounting to more than 170 million yen.

Issuance of private placement bonds with
donation scheme (Cumulative total)

(Billion yen) 1.060
[ M Issue amount @~ Number of bonds

90.4

27.6 I

FY2017 FY2018 FY2019 FY2020 FY2021
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Examples of donation recipients

Nurseries, schools, and medical institutions

Local professional sports teams

Tochigi Prefecture and Ibaraki Prefecture (as
operating expenses for the National Athletic Meet),
and local governments

Incorporated non-profit organizations (organizations
engaged in initiatives for SDGs, etc.)
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I Challenges to expand business areas

Developing New Business Areas by Leveraging the Group’s Strength

In new business areas, we will take advantage of the Group’s strengths and alliances with external organizations in

areas that could not be addressed with conventional services to solve local and customer issues.

Based on the traditional banking services area, we will expand the range of comprehensive financial services, take
on new challenges, and solve regional issues from financial and non-financial perspectives. We aim to achieve
sustainable growth in local communities and enhance the Group’s corporate value.

Approach to new businesses

Themes for New Business Area Expansion
[ High necessity to address as regional issues ]

-+

[ Affinity with our Group’s strengths ]

-+

[ Utilizing strategic investments and collaboration, etc. ]

Business related to supporting
sustainable growth of corporate
customers

Business related to the
realization of safe, secure, and
prosperous living

Business related to supporting
decarbonization and SDGs in
the local regions

Business for contributing to
regional revitalization and
urban development

We will create new value by taking on challenges to solve various regional issues

Developing new business areas by leveraging the Group’s strength

Establishing Joyo Green Energy Co., Ltd.
Joyo Bank has established Joyo Green Energy Co., Ltd. to contribute to the region’s carbon neutrality by acquiring and
generating renewable energy power and their derived businesses.

[ Renewable Energy Power Acquisition and Generation Businesses ]

Management Strategies for Value Creation

Climate Change and Environment Conservation
— Initiatives for TCFD Recommendations—

Mebuki Financial Group, as a comprehensive financial services group working together with local communities, is
engaged in environmental initiatives in a bid to maintain the natural environment in a healthy state and pass on the
bountiful and beautiful environment to the future. Specifically, the Group supports businesses related to environmental
conservation, provides environmental related financial products, establishes environment-friendly branches, and
makes donation to forest protection funds. Its employees also have participated in forest development activities.

Positioning the response to global warming and climate change as a key priority issue, the Group will endeavor to
analyze and disclose risks associated with climate change and will also accelerate initiatives aimed at the sustainable
growth of local communities, including climate change and environmental conservation initiatives.

Main initiatives in the Medium-Term Group Business Plan

[Specific Strategy 1-2 Deepening comprehensive financial services]

Decarbonation is one of the imminent management issues we need to address together with our customers. It is
important that we address expeditiously to the issue through financing and consulting. To this end, we will provide
supports that meet entirely to customers’ needs, including a service to support the preparation of written SDGs
declarations (page 28) and a range of proposals on such as carbon management consulting (page 28).

generation
Biomass power . .
generation <Main businesses>

. . . . v Regional customers requiring
Wind power Renewable energy power generation and derived businesses renewable energy power
generation .

v Our group will use renewable

Small hydro power energy power
generation, etc.

*1 A system for installing solar panels on one’s own grounds and roofs (onsite) or adjacent

ite) and supplying renewable energy power through retail power generation companies
Performance evaluation of Derived Businesses Others

power generation and

: h - Maintenance and reuse of Environmental value
improving efficiency power supply facilities Initiatives for carbon offset using  creation using blue-carbon
fallow land ecosystem
* J-Credit * Green Power Certification
* Issue of Non-Fossil Certificate *2 Carbon absorbed and fixed by living organisms in marine ecosystems

Established a regional trading company Colletochi, Ltd.

Ashikaga Bank established a regional trading company, Colletochi, Ltd., to revitalize the local economy by supporting
businesses with their core businesses through sales of excellent local products, goods, and services. Based on the
belief that cooperation with local companies is essential to achieving this objective, we established the company
through joint investment with three companies: Shimotsuke Shimbun, Suzuki Print Co., Ltd., and Caters inc.

-

[Main businesses] e Sales of local products and support for new product development
e EC operation business
e Other businesses incidental or related to the above
[Joint investment companies] e THE SHIMOTSUKE NEWS PAPERS CO., LTD (publication of the Shimotsuke
Newspaper, sponsorship of various projects, and planning and operation of events)
e Suzuki Print Co., Ltd. (general printing and publication of regional information
magazine Tochipe)
e Caters inc. (website production, web system development, and design creation)
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Deepening comprehensive financial services

Initiatives for Climate Change and Environment Conservation

Group Environmental Policy

Mebuki Financial Group, Inc. and its group companies will contribute to the sustainable growth of local communities
through its corporate activities. Specifically, the Group will endeavor to reduce environmental burden through the efficient
use of resources and the reduction of waste in its corporate activities, as well as address environmental issues through the
provision of financial services that help conserve the environment as part of its business activities.

Environment-friendly business activities

Promoting renewable energy businesses

We proactively support our customers’ initiatives towards

realizing a carbon-free society. Specifically, we provide

financial support to their renewable energy businesses.

Initiatives for reducing greenhouse gas emissions
<Establishment of environment-friendly new branch offices>
We have been newly establishing environment-friendly
branch offices by installing solar power generation

systems and switching lighting to LED bulbs, for Status of establishment of environment-friendly
instance. ) _ . branch offices (as of March 31, 2022)

<Adoption of environmentally friendly fuel-efficient cars>

We have been gradually replacing our fleet of business FY Number of branch offices
cars used for sales activities with more fuel-efficient Joyo Bank 105

models, as well as promoting the adoption of electric 2021 Ashikaga Bank 78

and fuel cell vehicles.

Forest and environmental conservation activities

Subsidies/donations to environment conservation Tree-planting activities
organizations and groups We have conducted tree-planting and other activities in
Using the mechanism of charitable trust, we grant order to pass our communities’ beautiful and sound
subsidies to organizations and groups working on forests on to the next generation.
environment conservation. We are also making efforts to protect limited natural
[Track record of subsidies granted (cumulative total): resources by promoting the use of smartphone apps
Number of subsidies made 1,571; and online passbooks to save paper.

Subsidy amount 169.44 million yen]

In addition, Ashikaga Bank supports the Nikko Cedar
Avenue Ownership System, working on beautification
activities, including participation in the cleanup at the
Avenue.
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Response to Climate Change (Initiatives for TCFD Recommendations)

The Group declared support for the TCFD Recommendations in March 2021 and strengthened its response to climate
change.

We have set CO, emissions reduction and sustainable finance goals to accelerate our contribution to realizing a
decarbonized society and regional sustainable growth.

Governance

To further reinforce its initiatives for sustainability issues*
including climate change, Mebuki Financial Group has
formulated Group Sustainability Policy, Group
Environmental Policy, and Environmentally and Socially
Friendly Investments and Loans Policy. Positioning the
sustainability issues as important management agendas,
the Group has operated its business based on these
policies.

To establish a structure that uniformly manages the
development and progress of initiatives related to
sustainability issues, including climate change, we have
set up the Sustainability Committee chaired by the
President and Director and have held committee
meetings as frequently as once in six months or more.

We have also built a structure in which the Board of
Directors can supervise the Group’s sustainability
initiatives by reporting the details of deliberations at each
committee meeting to the Board of Directors. In April
2022, the Group newly established organizations
dedicated to sustainability (Sustainability Management
Group within Mebuki Financial Group, Inc.; and
Sustainability Promotion Office within subsidiary banks,
Joyo Bank and Ashikaga Bank). The Group will bring
together its functions and knowledge to accelerate
group-wide initiatives towards realizing sustainable local

communities.
*Initiatives for achieving both the sustainable growth of the Group and the resolution of
environmental/social issues in local regions

Mebuki Financial Group

Supervise Board of Directors h

Sustainability Committee
Chairman: President and Director
Members: All Executive Directors, Executive Officers and others

Sustainability Management Group

[
Joyo Bank

Sustainability Promotion Office

Strategies

]
Ashikaga Bank

Sustainability Promotion Office

Recognizing that addressing the issue of climate change
is a significant challenge for the global environment, we
have stipulated in the Group Environmental Policy that
the Group is committed to realizing a decarbonized
society.

1. Awareness of risks and opportunities
We are aware of climate change-related risks and
opportunities as follows:

Transition risks
<Policy and Legal, Industry and Market, Technology>
Transition to a decarbonized society may entail the
tightening of laws and regulations, such as the setting of
stricter CO, emissions reduction targets, the
introduction/hike of carbon taxes, and changes in the
industrial structure.

As a consequence, the Group and its customers may
be exposed to risks, such as the deteriorated earnings
for customers and increased credit related costs for the

33

Group. As such, the Group may need to review/revise its
operational strategies, including the Environmentally and
Socially Friendly Investments and Loans Policy (a sector-
specific policy).

In addition, while the Group is required to transform
the business model so that it better fits a decarbonized
society and make other related efforts such as the
reduction of carbon emissions, the demand for
information disclosure from stakeholders has been
rising. All these suggest that how a company addresses
climate change issues has increasingly become one of
the metrics to value the company (over the medium- to
long-term).

<Reputation>

Shortcomings, including the failure to sufficiently address
climate change and disclose related information, could
harm the Group’s reputation. As a consequence, the
Group may be exposed to risks, such as the greater
difficulty in funding (over the short- to long-term).

Physical risks

The progress of global warming could increase the
severity of extreme natural disasters such as typhoons
and flooding or bring about chronic changes to the
climate such as increased rainfall.

These risks could harm customers’ earnings and
collateral properties, and as a consequence, result in
risks such as increases in credit related costs.

Further, in the event the Group’s business locations
are hit by natural disasters, it may be exposed to risks,
such as the difficulty of continuing business and the
need to incur additional costs for continuing/restoring
business operations (over the short- to long-term).

Opportunities

With the increasing transition to a decarbonized society,
we expect that the demand for climate change related
businesses (including the provision of consulting
services, products and services) will grow; and
sustainable finance and related transactions, including
renewable energy related loans, will increase (over the
short- to long-term). In addition, we believe that financial
supports to finance investments in infrastructure and
other capital investments, aimed at minimizing damages
from natural disasters triggered by abnormal weather

Transition risks

(e.g. damages to offices and residences), will increase
(over the short- to long-term).

We also believe that a reduction in business costs
through measures such as the saving of resources and
energy (over the short- to long-term), and the
enhancement of corporate value and social reputation
through strengthened responses to climate change and
proactive information disclosure will bring us
opportunities (over the medium- to long-term).

*Short-term: approx. 5 years; Medium-term: approx. 10 years; Long-term: approx. 30 years

2. Scenario analysis
Here is the overview of the scenario analysis in FY2021.

(1) Qualitative analysis

e |n view of transition risks (Policy and Legal, Industry
and Market, Technology, and Reputation), we picked
out Electricity, Petrochemical, and Automobile from our
investments and loans portfolio as the sectors that will
be affected most by transition risks, and have analyzed
the potential risks customers will face in these sectors.

*The Qil, Gas, and Coal sectors, which are included in carbon-related assets, have been
excluded from the scope of this analysis, as the Group’s exposure to these sectors is
limited (accounting for only about 0.6% of the total amount of credit as of March 31, 2022).

* \We have analyzed the risks that customers could face
in these sectors from the perspective of physical risks.

Sectors subject

to the analysis Major evaluation items

Major risks

Carbon tax/price, reinforcement of

e Introduction/hike of carbon tax (an increase in operational costs, a decrease in assets value, a

Eglg;gly and greenhouse gas (GHG) emissions decrease in sales)
control e Reinforcement of GHG emissions control (an increase in operational costs, a decrease in assets value)
Industry and

Electricity Market Energy mix, etc.

o Diffusion of renewable energy (a decrease in profits, an increase in operational costs)

e Transition to low-carbon technologies (a decrease in sales, an increase in R&D spending, an

Technology Diffusion of low-carbon technologies increase in operational costs)

Reputation Changing customer behavior e Enhanced environmental awareness (a decrease in sales, an increase in operational costs)
Policy and Carbon tax/price e |ntroduction/hike of carbon tax (an increase in operational costs)

Legal Response to regulations on plastics e Adoption of regulations on plastics (an increase in operational costs)

Industry and

Petrochemical  pjarket Raw materials prices

e Rises in raw materials prices (an increase in operational costs)

Technology Diffusion of renewable energy e Diffusion of renewable energy (an increase in operational costs)
Reputation Changing customer behavior o Shifts in customer preferences (a decrease in sales)
Egggf and Carbon tax/price e Introduction/hike of carbon tax (an increase in operational costs, a decrease in sales)
Automobile Market Evolution of electric vehicles (EV) o A decrease in internal combustion engine vehicles (a decrease in sales)
Diffusion of EV (a next-generation . ' . .
Technology technology) o Shift to EV (increases in capital investments)
Reputation Changing customer behavior o Shifts in customer preferences (a decrease in sales)

Physical risks

Evaluation items

Major risks

e Damage to continued business operation as a consequence of increased

Increased severity of extreme

Acute risks weather events

severity of extreme weather events (a decrease in sales)
e Strengthening of disaster prevention measures, and actual damages to property

(an increase in operational costs)

(2) Quantitative analysis
Transition risks

Risk events

Deteriorated financial position for customers as a result of the transition to a decarbonized society

Scenarios

NZE scenario*' (1.5°C scenario), RCP2.6 scenario* (2°C scenario)

Subject of the analysis  Electricity, Petrochemical, and Automobile sectors

Period of analysis Until 2050

Risk indicators

Credit related costs (credit costs) that will likely increase

Risk amount

Increase in credit related costs: Up to. 9.0 billion yen

*1 A scenario developed by International Energy Agency (the “IEA”)
*2 A scenario developed by Intergovernmental Panel on Climate Change (the “IPCC”)
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[Procedures for analysis]

We have conducted quantitative analyses on the
impacts of the Introduction of Carbon Tax, Customers’
Initiatives, Changes in the Markets, and others, which
are all aimed at the transition to a decarbonized society.
Specifically, we have analyzed how the deteriorated
earnings of customers, as a consequence of the

Identifying sample companies and

necessary parameters

Based on the qualitative analysis, we
identified sample companies for each of the
sectors subject to analysis as well as the
parameters necessary for assessing the

Understanding financial projections of
sample companies and their impact

We developed financial projections up to
2050 based on the IEA's NZE scenario and
the disclosure and other information
provided by sample companies to assess
impact. how the earnings of sample companies will

-

transition to a decarbonized society, will affect the
Group’s credit related costs over time based on the
projections under the IEA's Net Zero by 2050 (NZE)
scenario and the disclosure and other information
provided by sample companies.

Assessing the impact of earnings in the

sectors subject to analysis

We have estimated an increase in credit
related costs by applying the degree of
impact of sample companies across their
sector, while taking into account their lines
of business and products/services.

deteriorate (the degree of their impact).

Physical risks

Risk events of financial conditions for customers

Damage to collateral properties caused by flooding, and subsequent discontinuation of business and deterioration

Scenarios RCP8.5 scenario* (4°C scenario)

Subject of the analysis  Customers with their business locations in Ibaraki Prefecture and/or Tochigi Prefecture

Period of analysis Until 2050

Risk indicators Credit related costs (credit costs) that will likely increase

Risk amount Increase in credit related costs: Up to 6.0 billion yen

* A scenario developed by Intergovernmental Panel on Climate Change (the “IPCC”)

[Procedures for analysis]
As to the impact of flooding damages caused by
typhoons and other natural disasters, we have
conducted a quantitative analysis through surveys on
customers with their business locations in lbaraki/Tochigi
Prefecture, the Group’s core areas of business.
Specifically, we have analyzed how damages to
collateral properties and the deteriorated earnings due

4°C scenario

A scenario assuming that the
frequency of flooding events will

Damages to collateral properties

Measure how damages to collateral
properties cause increases in the amount
quadruple from the present level, Measure the flooded of credit to borrowers

to the discontinued business operations by customers
will affect the Group’s credit related costs over time. We
made the analysis based on materials published by the
Ministry of Land, Infrastructure, Transport and Tourism
and other information, assuming the 4°C scenario in
which the level of flood falling under the natural disasters
on hazard maps takes place.

Credit related costs

Estimate the amount of increase in
credit related cost based on an
increase in the amount of credit to
risky borrowers and credit

and as a consequence, a flood with | depths of collateral

by 2050.

Look into how deteriorated earnings
cause rating downgrades for borrowers

an intensity covered by hazard properties and ) ) ] ] downgrades including a downgrade
maps will take place at least once business locations Discontinued business operations for customers in the borrower classification

<Status of carbon-related assets (as of March 31, 2022)>

“Oil, Gas, and Coal” and “Electricity Utility” sectors
account for 1.3% (167.2 billion yen)* of the total amount
of credit.

Risk Management

As for other carbon-related assets, we have carefully
studied which sectors should be analyzed and consider
disclosing related information in the future.

*The sum of loans, acceptances and guarantees, foreign exchanges, private placement bonds,
unused portions of commitment lines, etc., excluding the water supply and renewable energy
power generation businesses

The Group has established the Environmentally and
Socially Friendly Investments and Loans Policy with the
aim of maintaining its sound corporate management and
enhancing its corporate value through appropriate efforts
to address climate change risks.

We are aware that climate change risks could
permeate and materially affect the Group’s business

operations, strategies, and financial planning by way of
credit risks, operational risks, and a broad range of
complex pathways over a variety of time frames.

We will deep-dive into how risks permeate in what
time frame for each risk category and manage risks in a
comprehensive framework.

[Example of spreads of climate change risks]

Category Definition of risks Physical risks Transition risks

Deterioration in earnings and subsequent
increases in credit risks of customers for
reasons including their insufficient
responses to changes associated with
the transition to a decarbonized society,
such as the changes in policies/
regulations, markets, and technological

Increases in credit risk due to damages
Credit risk refers to the risk of incurring  to customers’ assets, caused by the
losses as a result of customers becoming increased severity of natural disasters
Credit risks unable to pay the principal and interest of and the subsequent impairment of
loans as promised due primarily to the collateral values, and to the slow-down/
deterioration of their financial conditions. deteriorated earnings of customers’

businesses. development
Market risk refers to the risk of incurring Deterioration in earnings of investees on
losses due to changes in the value of Increase in market risks with the the back of the transition to a
Market risks financial assets and liabilities of the declining values of securities, etc., decarbonized society, increase in market
Group, which are caused by the caused by the increased severity of risks coupled with a decline in the values

of securities and other instruments
caused by changes in investor behavior

fluctuation in interest rates, foreign natural disasters
exchange rates, and stock prices.

Increase in liquidity risk coupled with
increased outflow of funds due in part to
the withdrawal of deposits by customers
who were affected by the increased
severity of natural disasters, and as a
consequence, are cash-strapped

Increase in liquidity risk coupled with
increased funding costs on the back of a
rating downgrade of the Group due in
part to its insufficient response to climate
change risks and the outflow of deposits

Liquidity risk refers to the risk of incurring
losses due primarily to the difficulty
Liquidity risks  securing necessary funds, caused by an
unexpected outflow of funds or similar
events, or a sharp rise in funding costs.

Management tegies for Value Creation

Operational risk refers to the risk of
incurring losses as caused by in
appropriateness in the Group’s business
processes, activities of directors and
employees or, system operations, or by
external events.

Increase in tangible asset risk, Increase in reputational risk due to
discontinued business operations, and  insufficient responses to the transition to
increase in disaster prevention costs as a a decarbonized society (e.g. insufficient
consequence of damages to the Group’s disclosure, holding of carbon-related
business locations by natural disasters ~ assets)

Operational risks

<Announcement of loans policy to particular sectors>

Concerning investments and loans to particular sectors
that could cause negative impact on the environment
and society, we have established the Environmentally
and Socially Friendly Investments and Loans Policy and
has sought to reduce and prevent their impact on the
environment and society.

Since March 2021 when we established the
investments and loans policy, we have not engaged in
investments and loans in conflict with the policy.

Sector Investments and loans policy Details of findings in FY2021

In principle, we do not engage in investments and loans for newly established
coal-fired power plants. We did not engage in investments and
Coal-fired power (However, exceptions may be considered after taking into account the loans for newly established coal-fired
generation business  background or characteristics of each project such as its overall power power plants in FY2021. We will reduce
generation efficiency, its impacts on the environment and local communities, the existing balance* to zero in FY2039.
etc., based on international guidelines.*")

Investment decisions for deforestation operations will be made after careful

consideration of the status of their acquisition of international certifications ~ We did not engage in investments and
(FSC*® or PEFC*), environmental considerations, and their conflicts with local loans for deforestation businesses.
communities.

Deforestation business

Investment decisions for palm oil plantation development will be made after
Palm oil plantation careful consideration of the status of their acquisition of an international
development business  certification (RSPO*®), environmental considerations, and their conflicts with
local communities.

We did not engage in investments and
loans for palm oil plantation development
businesses.

In view of the inhumane nature of cluster munitions, we prohibit investments  We did not engage in investments and
and loans for businesses that manufacture cluster munitions, regardless of  loans for cluster munitions manufacturing
the use of the funds. businesses.

Cluster munitions
manufacturing business

We did not engage in investments and
loans for businesses that violate the
principles of international human rights
standards such as human rights
violations and forced labor.

Human rights violations, We prohibit investments and loans for businesses that violate the principles of
forced labor, etc. international human rights standards*® such as child labor and forced labor.

*1 Including the Arrangement on Officially Supported Export Credits set forth by the Organisation for Economic Co-operation and Development (the “OECD”)

*2 The balance of existing investments and loans include only the projects in which the business operators had adopted the best technology available for the scale of power generation of each
project (BAT: Best Available Technology) when the investments were made.

*3 Forest Stewardship Council. A non-profit organization that operates an international forest certification system based on the principle of appropriate, socially beneficial, and economically
sustainable forest management from the perspective of environmental protection

*4 Forest certification program. An international umbrella organization that promotes examination of forest certification systems that have been individually developed in each country based on the
Intergovernmental Process for Sustainable Forest Management, which covers 85% of the world’s forests, and that promotes mutual recognition of these systems

*5 Roundtable on Sustainable Palm Oil. An organization that develops globally trusted certification standards to promote sustainable palm oil production and use

*6 Including Universal Declaration of Human Rights, and UN Guiding Principles on Business and Human Rights
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Indicators and Targets

Sustainable finance goals

We have set goals to execute sustainable finance for a
cumulative total of 3 trillion yen, of which the
environment fields represent 2 trillion yen, over the
period from FY2021 to FY2030.

Target amount of sustainable finance (FY2021 —FY2030)

3 trillion yen

Of which, the environmental
related finance

2 trillion yen

CO:2 emission reduction target (Scope 1, 2)

As part of the efforts to strengthen our response to
climate change, at the meeting held in March 2022, the
Sustainability Committee raised the CO2 emissions
reduction target for FY2030 to Net zero from a reduction
of 30% or more at domestic offices from FY2013 levels.
We have reduced CO2 emissions by 30.5% in FY2021
from FY2013 levels. In the years ahead, the Group will
accelerate its shift to renewable energy by making
effective use of electricity generated from renewal energy
sources, purchasing non-fossil fuel certificates, or by
other efforts.

Reduction of CO2 emissions

Target for FY2030 Net zero

CO:2 emissions (Scope 3)

We commenced to measure CO2 emissions for Scope 3

in FY2021. We will seek to expand the range of Scope 3

categories subject to assessment in the years ahead.
(Unit: Tons of COz2)

Category FY2021
Business trip 776
Commuting of employees 2,665
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During FY2021, we executed 144.9 billion yen of
sustainable finance, including 35.7 billion yen in
environmental fields.

Target sectors of the sustainable finance

Projects that contribute to regional revitalization
and recreation

Projects that contribute to fostering start-ups and
job creation

Social fields

Definition of “Sustainable Finance”

“Finance to support customers’ activities aiming to realize a
sustainable society through solving environmental and social
issues,” as referenced in related external standards (the Green
Loan Principles, the Green Bond Principles, the Social Bond
Principles, etc.)

Results for FY2021* 30.5% reduction from
FY2013 levels

*Total COz emissions of Scope 1 + Scope 2 of Joyo Bank + Ashikaga Bank based on the
reporting standards stipulated in the Energy Efficiency Act, plus COz emissions from the use of
gasoline. We have revised the disclosure content since FY2021.

CO:2 emissions of the Group
@~ Percentage reduction (compared with FY2013) [ COz emissions (ktCOz) (bank total)

30.5% reduction

O 57% 51
o 71% from FY2013 levels

°
-13.4%
o -16.7%
o 205%
26.2 o 226% .,
247 o043 [ ] -26.2%
: ©  -305%
226 218
S 208 490 °
2 193
S 182

FY2013 FY2014 FY2015 FY2016 FY2017 FY2018 FY2019 FY2020 FY2021 FY2030

Roadmap to Net zero CO2 emissions

4,293 tons of CO2 emissions annually. We will continue
to push forward with initiatives for saving energy and
resources towards realizing a sustainable society.

We will review and revise the roadmap, as needed,
taking into factors such as technological trends and
changes in environment.

Roadmap to achieving the “CO2 emission reduction
target of Net zero in FY2030” is as shown below.

Since July 2022, Joyo Bank and Ashikaga Bank have
started using electricity generated from renewable
energy sources at five large-scale business locations
including head office. This we believe will help reduce

Net zero CO2
emissions

[March 2021]

¢ Declared support for TCFD Recommendations (March 2021)

¢ Set a CO:z emissions reduction target (to reduce emissions by 30% or more in FY2030 from FY2013
levels)

[April 2022]

e Established policies including the Group Sustainability Policy and the Group Environmental
Policy

¢ Raised the CO: emissions reduction target for FY2030 to Net zero

e Set sustainable finance goals: A cumulative total of 3 trillion yen for the period FY2021 —
FY2030 (of which, 2 trillion yen for the environmental fields)

¢ Declared support for GX League Basic Concept

Policies, targets, etc.

All

Gasoline vehicles
Scope 1
Type-A heavy oil / gas
Al
facilities
Scope 2 Electricity [

________________

Introduction of
renewable energy
to large-scale
business locations

Introduction of renewable energy to
all branch offices of bank subsidiaries

Trialuse of | - Full-fledged use
J-Credit

of J-Credit

Offset

Others
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Promotion of Digitalization and DX

Using data and digital technologies, we will promote digital transformation (DX). We will develop a system
capable of responding to the promotion of digitalization and DX to enhance convenience using non-face-
to-face services. At the same time, we will provide new services such as proposals that lead to solutions

in line with our customers’ management strategies and work to add value to existing services.

Main initiatives in the Medium-Term Group Business Plan

[Specific Strategy 1-1 Innovating traditional banking services] [Specific Strategy 2-1 Promoting DX]
With the improvement of convenience by providing expanded services through the digital channel and enhancing the

expertise of face-to-face services, we will provide financial and non-financial services to meet various customers’ needs
and better experience value through both channels. Furthermore, we aim to transform our business model from five
perspectives: expanding digital transactions, accelerating business innovation, advancing data analysis and data
utilization, developing a DX promotion system, and strengthening the infrastructure of IT/DX. Using digital technology
and data as a driving force, we will review our business processes to improve efficiency, such as eliminating paperwork,
and strengthen our management structure by increasing the use of data and creating new value.

Intended Purpose (1) /
Improvement of customer services /
0 X
advancement

Branch visit Digitalization of account transfer

reservation service  procedures for local governments Data Transaction
utilization el TETNES
PDCA

Unsecured loans
completion sche

K
e

@ila spaadydeison kg

Receipt app and passh Al data analysis
keeping system and marketing

[ d
Remote reception

Self-counter terminal with
navigation

Operating meetings under the direct control of the management level
Establishing a specialized DX department
Strengthening human capital investment n the IT field

Intended Purpose (2) I I Intended Purpose (3) ]
1

Business efficiency

Data utilization ==

Personnel relocation IT investment
By enhancing the efficiency of group management, we For pursuing a business model supporting local
plan to establish an operational structure of 6,500 people communities and accelerating our business innovation,
in FY2024 (total staff of 8,900 people, including part-time we will invest ¥15.0 bn in IT, of which ¥7.0 bn in new
workers, etc.). digitalization, in the next three years.
Tota amountof Tinvestments - ¥15.0 o (-yearcutie)
(People) Number of total employees in the Group (excluding part-time workers) 44 ral decline o/w New digitalization investments ¥7.0 bn (same as above)
by retirement, etc.
Strategic -380_
relocation | i Cost reduction
Through DX promotion and business innovation, we will
Reducing and reviewing enhance cost reduction by ¥3.0 bn,* mainly in the
business operations traditional banking area, and invest in digitalization and
human resources development.
End of FY2021 End of FY2024 (plan) (*) “Total expenses in FY2024” - “Total expenses in FY2021”
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I Innovating traditional banking services

Enhancing Contact Points with Customers and Non-face-to-face Services through Digitalization

With the improvement of convenience by providing expanded services through the digital channel and enhancing the
expertise of face-to-face services, we will provide financial and non-financial services to meet various customers’
needs and better experience value through both channels. In response to the advancement of digitalization/technology
and the changes in value/lifestyle of our customers, we will make a new point of contact with them by providing

,‘!,L ey
Digital channel ‘J— Face-to-face channel iy

Operations utilizing digital technology (Providing convenience and simplicity) Operations of which only humans are capable (Providing peace of mind and added value)
v Complete transactions anytime, anywhere in a safe, secure, {\ v Provide information for solving a wide range of issues, including

optimized channels.

and speedy way by enhancing functions and services non-financial fields and highly specialized consultation
v Expand contact points with customers and understand their needs v Enhance the quality of consultation by also utilizing digital
technology

Integration

Improve linkage between digital and face-to-face channels  |WyES N (g T4 fo ]

Utilize transaction data obtained through an enhanced digital channel
. Enhancing data storage and providing new value
v Deliver advice to customers timely

- 3 & L
B l| §
ﬁ h v Provide information aiming at improving the quality of life

for customers

Smartphone/WEB

Making a new contact point with customers by using
digital technologies

® Expand non-face-to-face services for individual customers

e Continuous improvement of functions of the Banking App

e Speedy funding support by providing loans available online

(WEB)

Joyo Banking Ashikaga Bank
App App

Branches/ATMs

@ Maintain and expand contact points with customers by flexible operations of
branch offices in response to regional characteristics/needs (service content,
business days/hours, utilizing idle properties, etc.)

@ Optimize the network of ATMs, taking into account the advancement of a
cashless society

Cashless/Clearing Services

® Provide businesses with diverse clearing functions
@ Expand service lineup and improve convenience by using a digital application

40
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[Practice of timely proposals through data utilization]

We are working to improve efficiency through data utilization. We will continue to take on the challenge of utilizing data
in various situations to create new value that has never been seen before.

Use Case (1): Identifying and distributing information on prospective investment trust investors

<Effect> <Evaluation and improvement> <Building a data analysis infrastructure>

e Gaining new knowledge
by using Al

¢ Confirming certain results
based on the prospect list
<Promoting accumulated
NISA>

Accumulation of + Market and fund

e Confirmi rtai . ) .
Confirming certain transaction data information and others

results from Al

analysis ’
e Continuing verification

of other products

(1) Data collection
and accumulation

Data collection and accumulation

Al analysis and prospect identification

Utilization and expected effects

Distribution and effectiveness verification

Information on accumulated
NISA by push notification

<Build a model to determine the prospect of closing a deal>

-@- Contracts of accumulated investment trust (People)
I Amount of accumulated investment trust (Billion yen)

- H
o 100,863 1
1
Verifying effectiveness 76,744 ! i
(compare results from AB testing) 33.0 ! 1
1
A B 196 H Produce a list of prospects Determine prospects
‘ ‘ I :
: —
I | =S [ @
-y ——— FY2019 FY2020 Fy2021 :
1

Use Case (2): Identifying prospective customer with funding needs and securing customer contacts quickly

<Efficient sales practices> <Building a data analysis infrastructure>

Early proposals to  Improve the quality of conversations with Acquire trading

customers customers based on data analysis results - opportunities with net depositors Accumulation of transaction data

(1) Data collection

Customer "
and accumulation

Sales staff

Utilization and expected effects

Results and verification

Data collection and accumulation

Al analysis and prospect identification

<Build a model to predict demand for funds>
Deposttand withdrawal information - Othier transaction data

Ih @ 2

---------------- e
.

<Results>

e Confirmation of certain effectiveness of accuracy in
predicting demand for funds

<Evaluation and improvement> Data input through statistical processing

e Verifying effectiveness for actual operation
(Effectiveness verification period: From April to
August 2022)

Create a list of predicted scores Predict demand for funds
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Innovating traditional banking services

Optimizing Channel Network and Enhancing Consulting Function

Review branch formats in response to regional characteristics and needs, and strengthen consultation functions

We are taking on the challenge of creating branches that meet the needs of the times. For example, we changed our
branches to those specializing in consultation services, changed business days and hours (holidays and evening
reception available), and have been utilizing idle real estate, by adopting a cashless system and using mobile PCs and
tablets.

[Before efficiency improvement]

‘ i ﬁ‘?f

BTS : Banking teller station (teller terminal)
ADDS: Open teller system

Self-counter terminal
with navigation

[After efficiency improvement (current)]

Moblle P

Office space

Mobile PC
L]

%

Semi-self counter

Consulting space

ATM in lobby

“.V

Management Strategies for Value Creation

— Effects of adopting a cashless system and using mobile PCs and tablets—
® Removal of open teller systems, drastic reduction of teller terminals => Reduction of office space, expansion of
consultation space, and branch operations by smaller number of staff
® No cash safes => Reduction of administrative burden and outsourcing of ATM cash management
@ Reduced paper entry => Reduction of a burden on customers, paperless work, and reduction of administrative
burden, etc.
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Promoting DX

Through the utilization of digital technology and other means, we will work to reform our business model and innovate

operations to create new value and strengthen our management structure. Ty
" ITinvestment "7
:  8-year cumulative ¥15.0 bn '%

; o/w New digitalization =
| Expand digital transactions | | Accelerate business innovation | g, investments ¥7.0bn 2

ﬁ'i-'ﬁ-;-:mm:qﬁ“ﬂ:
Digital channel Face-to-face channel Back office operations Shifting human resources to

high-value business areas

[Expanding the scope of use of digital technology] Value provided to customers
(1) Easy, convenient, and safe

+ RPA, AI-OCR, Al, Image data » services available anytime,

{
T

transmission, Low-code anywhere
development tools (2) Sophisticated face-to-face
Expanding APP functions and services Enhancing digital operations, consulting services
with WEB completion scheme, linking Enhancing consulting function (3) Proposing products/services to
. . . meet customers’ needs
to external services, etc. through dialogue with customers
For employees
(1) Shifting to high-value business
areas and promoting active
participation
Data storage (2) Improving productivity through

digital support
(3) Efficient sales activities used in
conjunction with face-to-face
Non-financial data and non-face-to-face channels

Internal data x Financial data
External data

Advancement of data analysis and data utilization

Branch offices and business concentration Head offices and group companies
departments e Secure human resources by digitalizing back office operations

© Reduce low value-added, unprofitable, and inefficient operations e [mplement cost reduction initiatives

e Review products and services e Continue and thoroughly implement business process restructuring
e Review administrative rules and business processes based on the premise of paperless and seal-less operations

e Reduce required documents, returned materials, and stamps e Reduce and automate routine tasks

e Expand functionality of the self-counter terminal with navigation e Expand the scope of use of RPA, Al, and other technologies

e Response to tax public funds QR, etc. e Digitalize the Group company operations

Shifting human resources to high-value business areas

Through the digitalization and efficiency improvement of administrative procedures, we will reduce and review our
business operations, equivalent to 580 people, and relocate 200 people to consulting, DX, new fields, etc.
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Response to Aging Society

600D HEALTH “ R 17 s
AND WELL BEING FORTHEGOALS

Changes in the social situation, called “the 100-year life,” have diversified customers’ worries and concerns.
We have proactively worked to expand our financial services leveraging our knowledge of gerontology and
have also provided meticulous support to help solve problems and cater to diverse needs in financial
transactions of customers. These activities are aimed at ultimately creating local communities in which people
can continue to live their lives in comfort.

Main initiatives in the Medium-Term Group Business Plan

[Specific Strategy 1-2 Deepening comprehensive financial services]
Our specialized staff has worked to provide one-stop solutions to concerns of elderly customers and their families in a

manner they can feel comfortable talking about such concerns. The Group will provide not only consulting on asset
management and succession but also services to help enhance and maintain customers’ quality of life (QOL). Such
services include support for living environment, and housekeeping services in collaboration with players in other industries.

Concerns about living Concerns about elderly family members
Concerns about inheritance ’ Concerns as inheritors

M E B U K I Strengthen connections
with elderly households

Financial Group ﬁ&
.' P

W& £ 7 ASHIKAGA BANK lj - *

Elderly Strengthen
collaboration

Family

Administrative External

organizations partners

Enhance Our Response to an Aging Society

Enhance our system to provide various services related to gerontology

Strengthen connections with elderly families (households)

<Smileful Partner> <Holiday Wealth Salon>
We have enhanced the placement of specialized staff An appointment-only salon providing inheritance
who responds to concerns of elderly customers and consulting services that are available only on Saturdays

their families (Smileful Partner). and Sundays in which specialized staff supports

e Respond to current and future concerns customers in an easy-to-understand and careful manner.

e Address a decline in cognitive function

The salon provides not only individual customers but also
e Support smooth asset succession to the next generation couples, and families living separately from the customers
e Cultivate measures to prevent financial crimes

with opportunities to take time out to discuss families’ assets.

Management Strategies for Value Creation
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Strengthen collaborations with external institutions/
professionals (including external partners,
administrative organizations, and experts)
e Provision of a watching service for the elderly in
collaboration with a security company
e Placement of care-fitters at branches
e Acquisition of qualifications as dementia supporter by
executives and employees
¢ Implementation of measures to prevent damages from
fraudulent phone calls in collaboration with the police
e Collaboration with each municipality and regional
comprehensive support center
P Watching over the elderly and other customers
P Enlightenment activities for community residents,
with a special page on our corporate website
P Introduction to a daily life independence support program

Training for dementia supporters

One-stop services responding to concerns of the elderly and their families

Expanding services/products for the elderly

p

Asset management
Supporting transactions by family members or other
agents

e Utilizing agent cards and passbook apps

e Transactions on behalf of individual customers

as an agent

e Family contact registration system
Providing guarantor and voluntary guardian services
Providing services using trusts

e Guardianship support trust

e Family trust

Asset succession
Providing services using trusts
e Testamentary trust
e Testamentary substitute trust
Asset succession planning service
Provision of gift function using insurance products
Testamentary preparation support services

Support for living environment

Non-financial services in collaboration with other industries

s N s

Effective use of real estates Collaboration with external institutions

® Handling of reverse mortgage housing loans @ Provision of referral to the providers of home security,
@ Handling of leasebacks vacant house management, and other related services
@ Advice on relocation and renovation @ Provision of referral to the providers of housekeeping, garden

management, home repair, and other related services

~
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Promotion of Diversity G| ail>

The Group is committed to establishing a working environment that allows diverse human resources to actively
participate in workplace, irrespective of their age, gender, and other properties, as well as a system that
promote their self-motivated growth, to ultimately enhance their job satisfaction and engagement.

Main initiatives in the Medium-Term Group Business Plan Develop and
[Basic Strategy 3 Develop human resources and promote active participation] secure human
We have endeavored to develop and secure human resources who live up to (EEouiceSicana;

ble of creating

the expectations and trust of customers. Specifically, we have made efforts values

to establish an environment that allows diverse human resources to
participate in workplace more actively, including the enhancement of training
programs and reskiling opportunities. In addition, we are aiming to improve
our working environment. To this end, we will expand the opportunities for Implement
motivated human resources to actively participate in workplace by introducing Implement initiatives for
a new personnel system, and will help them achieve a better work-life diversity enhancing job
balance so we can provide supports the workstyle of each of our employees SO
by enhancing related systems.

Increase the
engagement of
employees

A

Invest in human resources

Develop human resources and promote active participation

Implement Diversity

Develop and secure human resources capable of creating values

We have endeavored to develop and secure human resources who live
up to the expectations and trust of customers. Specifically, we have
made efforts to develop and secure human resources with problem
solving skills and enhance training programs and reskilling opportunities.

Develop and secure human resources capable of creating values

Theme Main measures BrarbEe
Develop and secure human ¢ Develop and secure specialized human resources responsible for and peace of mind
resources with problem solving skills deepening comprehensive financial services and expanding business areas Form a to customers
o o P diverse and
Strengthen initiatives for e Encourage the acquisition of qualifications S
raising the level of knowledge ¢ Develop human resources with a view to visualizing the rou I th
and execution capability status of their acquisition of execution capabilities group en;(;rge:;?enteof
Enhance training programs/  Enhance training programs with a view to shifting human resources to employees
reskilling opportunities front-office operations and in line with the progress of digitalization
Develop and secure human resources responsible for deepening
comprehensive financial services and tapping new business areas
We have worked to develop consulting personnel with specialist DX personnel KPI
knowledge who are able to meet customer needs across all business and 3.000
life stages. We have dispatched trainees to the head offices and outside of persons

the banks. The trainees gain experience by visiting customers with bankers

who have a wealth of experience in consulting and by participating in

training sessions, for instance. They then give the knowledge they have

acquired back to branches they belong to, contributing to raising the level 1,200

of skills of other staff in the branches. persons
To expand business areas, we have dispatched trainees to both inside

and outside of the banks in a bid to develop and secure IT/DX personnel.

We have also encouraged all the employees to acquire IT Passport, a

national qualification. As of March 31, 2021 As of March 31, 2025
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Enhance training programs / reskilling opportunities

We have cut clerical work by utilizing IT and digital
technologies, and have transferred the saved personnel to
the divisions providing consulting services that help solve
the issues of customers, such as consulting and IT
divisions.

In fact, we have worked to upgrade online training and
training materials, in addition to providing OJT and role-
playing training programs. We have also endeavored to
create an environment in which every and each employee
of the Group readily takes on challenges, such as fiing an
application for trainees. As a result, many of our employees
have participated actively in the fields new to them.

Case training for IT coordinators

Implement diversity

Promotion of Diversity

We have developed human resources so that our
employees are able to equitably build their careers
irrespective of their age, gender, and other properties. In
addition, we have made efforts to establish an environment
that allows employees to continue working for many years.
In fact, we have endeavored to empower women through
a range of initiatives based on the Act on the Promotion of
Female Participation and Career Advancement in the
Workplace and the Workstyle Reform.

In October 2021, we established Diversity Promotion
Office, an organization supervising the initiatives for
promoting diversity, within the personnel division of the two
subsidiary banks. Also, in April 2022, we established Group
Diversity Policy to further strengthen and accelerate
initiatives aimed at ensuring diversity across the Group.

Expand active working opportunities for diverse human resources

Promote active participation in workplace by female and senior employees

We have led the active participation of group-wide
female employees and have continued to hold Mebuki
Women'’s Class, a class for fostering women leaders
who serve as role models for young female employees,
while promoting highly motivated and capable female
employees to higher managerial positions.

In the Third Medium-Term Group Business Plan, we
have set female empowerment targets, such as
“increasing the ratio of female employees in positions

Percentage of woman in assistant manager or
higher

35% or more

31.4%
®

As of March 31, 2022 As of March 31, 2025 (target)

equivalent to assistant manager or higher to 35% or
higher.” Through these targets, we aim to expand the
pool of female candidate for senior management and
continue to promote female employees to higher
positions, thereby increasing the opportunities for
women to actively participate in workplace. We will also
create an environment in which senior human resources
actively participate in workplace drawing on their long
years of experience.

Online Mebuki Women’s Class

Management Strategies for Value Creation

Implement initiatives for enhancing job satisfaction

We have set forth policies regarding workstyle reform and the enhancement of working environment for employees in
its Corporate Ethics, the basic policies on corporate activities, to help the Group employees achieve an optimum
work-life balance.

(Excerpt from Article 8 of Mebuki Financial Group’s Corporate Ethics)

The Group will realize the work-style that respects the diversity, individuality and personality of its employees, and will

secure the workplace considering a healthy and safe environment for employees.

Revision of personnel system

Joyo Bank and Ashikaga Bank revised their personnel
systems for the first time in 10 years and 15 years
respectively. We will develop many specialists in finance
who can adequately cater to diverse customer needs.
Specifically, we develop these human resources by
strengthening the supports to improve bankers’ skills,

and put in place a system designed to promote highly
motivated and capable employees to higher positions
irrespective of their age and gender, to ultimately create
a working environment that provides greater job

Improvement in work-life balance

Create a pleasant working environment

We are establishing systems and working environments that allow
employees to work in line with their life stages, such as childcare and
nursing care of family members, as well as their lifestyles.

Seminars for employees returning to workplace from childcare leave

Enhanced special paid holidays

Flexible work system
reserve system

Working from home
We have introduced a flexible working
system which doesn’t fix working hours per
day and permits employees to schedule
when to start and leave work on their own.

We have helped our employees work
efficiently by leasing them mobile PCs so
they can work from home without

The system allows employees to take
holidays on a day-to-day basis when they
need to see doctors regularly, provide nursing
and other care to family members or relatives.

Creating a workplace environment that makes it easy for employees to take
childcare and other leaves, and encouraging them to take such leaves

Seminars for employees returning to
workplace from childcare leave

Following the revision to the Act on Childcare Leave,
Caregiver Leave, and Other Measures for the Welfare of
Workers Caring for Children or Other Family Members, we
have revised our related rules and institutions so both
male and female employees can balance work and family,
to further improve the work-life balance of our employees.

Consideration to human rights

Group Human Rights Policy
The Group respect the basic human rights of all its stakeholders, including customers, executives, and employees.
Based on the Group Human Rights Policy, to respect the basic human rights of all stakeholders, we have pushed
forward with the initiatives to respect human rights by paying attention to how the corporate activities of our borrowers
and suppliers (supply chain) negatively affect human rights.
For details, see our corporate website. https://www.mebuki-fg.co.jp/sustainability/sdgs/

We provide the seminars as the opportunities
for our employees to reduce their anxiety
about balancing work and parenting, and to
raise employees’ motivation to return to work

External evaluation

The Group was awarded the 3rd level “Eruboshi” certification by

the Ministry of Health, Labour and Welfare, as a general employer
7.~ that conforms with the standards under the Act on the Promotion

of Female Participation and Career Advancement in the Workplace

“Platinum Kurumin” certfication was granted as a
company that provides superior support for childcare to
its employees based on the Act on Advancement of
Measures to Support Raising Next-Generation Chiren

Recognized as an outstanaing organization

~ under the 2022 Certified Health & Productivity
Management Outstanding Organizations

Recognition Program (arge enterprise category)




Governance of Memna );oup

| Corporate Governance

Basic approach to corporate governance

A commitment to management characterized by

responsibility, and sound, appropriate business operations

will earn greater trust for the Group from all

stakeholders—customers, shareholders, local

communities and employees—and boost corporate value.

By following the approaches listed below, we are working

to strengthen and improve corporate governance.

* \We respect shareholders’ rights and ensure equality.

¢ \We consider the benefits of stakeholders, including
shareholders, and cooperate appropriately with
stakeholders.

Corporate governance structure

e \We disclose company information appropriately and
ensure transparency.

¢ \We ensure the effectiveness of a transparent, fair,
prompt and decisive decision-making function and
supervisory function of the Board of Directors on
business operation by utilizing independent outside
directors.

¢ \We work to communicate with shareholders
constructively about the continuous growth and
improvement of medium-to-long term corporate
values.

The Company has adopted a company with an Audit and
Supervisory Committee as a corporate governance
system, which allows us to realize prompt and decisive
decision-making and business execution by entrusting
many of the decision-making authorities relevant to
business execution to directors as constituent members

of the Board of Directors in which the Group’s knowledge
and expertise are concentrated, while ensuring the
transparent and fair decision-making function and the
solid audit and supervisory function through the
appointment of multiple outside directors.

Mebuki Financial Group’s corporate governance structure s of ap 1, 2022)

General Meeting of Shareholders

Appoint/Dismiss Appoint/Dismiss
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<
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=
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Details of the Company’s organizations

Management Base Supporting Value Creation

Board of Directors

The Board of Directors decides basic corporate policies
and important business matters and supervises the
execution of duties by directors. We aim to realize
prompt and decisive decision-making and business
execution by entrusting most decision-making
authorities relevant to business execution to directors as
constituent members of the Board of Directors in which
our Group’s knowledge and expertise are concentrated,
while ensuring a transparent and fair decision-making
function and a solid supervisory function through the
appointment of multiple outside directors that have
experience as corporate managers, lawyers, and
academic experts.

The Board of Directors meets monthly in principle.

Audit and Supervisory Committee
The Audit and Supervisory Committee audits the
execution of duties by directors and determines the
details of proposals related to the appointment,
dismissal, and non-reappointment of accounting
auditors to be submitted to the General Meeting of
Shareholders.

The Audit and Supervisory Committee meets monthly
in principle.

Corporate Governance Committee
We have established the Corporate Governance
Committee as an advisory board to the Board of
Directors to ensure the objectivity and transparency of
matters regarding the compensation for and the
appointment of directors. Matters regarding the
nomination of director candidates and the compensation
for directors are decided by the Board of Directors upon
deliberation by the Corporate Governance Committee.
The Corporate Governance Committee is chaired by
an outside director, and the majority of its members are
also outside directors including the outside directors of
subsidiary banks. In FY2021, the meetings of the
Corporate Governance Committee were held eight
times.

[Main matters for deliberation]

e Compensation for directors

e Evaluation of the effectiveness of the Board of Directors
e Status of dialogue with shareholders

e Election of director candidates, etc.
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M Board of Directors

12
members

M Audit and Supervisory Committee

tside

5 tors
members

M Corporate Governance Committee

utside
9 tors

members

n

1 outside director of Joyo Bank and
1 outside director of Ashikaga Bank

tside directors
1 female
e director)



Decision-Making Bodies

We have established the Management Meeting, the
ALM/Risk Management Committee, the Compliance
Committee and the Sustainability Committee as bodies
to discuss and decide important matters regarding

Board of Directors. Each decision-making body reports

the status of deliberation and decisions regarding busi-
ness execution to the Board of Directors, and is super-
vised by the Board of Directors.

Appointment of Directors

Management Base Supporting Value Creation

business execution based on the decisions made by the

Decision- _ w

The Management Meeting is responsible for making decisions

Management | on business execution to the extent of the authorities All 5 Executive Directors
Meeting delegated by the Board of Directors, as well as discussion on | Both Executive Officers, a total of 7 members
important matters regarding business execution.
The ALM/Risk Management Committee is responsible for AlS EXGCUUYG D|rgctors
’ . o ; ) Both Executive Officers
ALM/Risk making decisions on business execution relevant to group .
. o General Manager, Corporate Planning Department
Management | risk management and ALM to the extent of the authorities
. : o General Manager, Corporate Management Department
Committee delegated by the Board of Directors and for considering and :
) o : ) General Manager, Basel Unit, Corporate Management
discussing important matters on business execution.
Department, a total of 10 members
The Compliance Committee is responsible for making All'S Executlye Dlrgctors
o : ) ) . Both Executive Officers
) decisions on business execution regarding compliance to the .
Compliance " ) General Manager, Corporate Planning Department
) extent of the authorities delegated by the Board of Directors,
Committee General Manager, Corporate Management Department

and considering and discussing important matters relevant to
the practice of compliance.

General Manager, Audit Department, a total of 10
members

Sustainability
Committee

The Sustainability Committee is responsible for making
decisions on business execution regarding promotion of
sustainability to the extent of the authorities delegated by the
Board of Directors, and considering and discussing important
matters relevant to the promotion of sustainability. The
Sustainability Committee meets semi-annually and as
needed.

All 5 Executive Directors

Both Executive Officers

General Manager, Corporate Planning Department
General Manager, Corporate Management Department
General Manager, Regional Revitalization Department,
a total of 10 members

Evaluation of the effectiveness of the Board of Directors

The Board of Directors of the Company conducts analysis and evaluation of its effectiveness as a whole each year, in
order to utilize the results of such evaluation to improve the operations of the Board of Directors, by confirming the
opinions of each director on such matters as the composition and operation of the Board of Directors.

<Evaluation method>

Regarding the FY2021 evaluation, opinions were exchanged on the evaluation
method and the contents of the questionnaire at the executive session comprising
all outside directors of the Company and its subsidiary banks, as was the case in

the previous fiscal year.

Based on this discussion, questionnaires on the composition and operations of
the Board of Directors and other matters were distributed to all directors, and

[Main items of questionaire]

1. Roles and responsibilities of the
(Board of) directors

2. Composition or other qualities of
the Board of Directors

3. Operation or other matters of the

Directors
The Board of Directors selects candidates for directors

who satisfy the selection criteria for directors based on
the deliberation at the Corporate Governance
Committee.

Outside Director
The Board of Directors selects candidates for outside

directors who meet the following selection criteria, in
addition to meeting the legal requisites for outside

directors. Two or more of such outside directors shall be

the persons who fulfill the independence standards for
outside directors of the Company.

Selection criteria for candidates for directors

(1) Shall have high knowledge and expertise about the Company’s
business activities.

(2) Shall have superior ability of managerial decision-making and
execution.

(3) Shall have superior leadership, decisiveness, foresight and
creativity.

(4) Shall have high integrity and deep insight to be suitable for a
director.

(5) Shall have no health problems in performing the duties as a
director.

Selection criteria for candidates for outside directors

(1) Shall have extensive experience in overall management or be
in positions as professionals in laws, accounting, finance, and
others to be suitable as a supervisor that has high knowledge
and experience similarly.

(2) Shall have high integrity and deep insight as an outside
director.

(3) Shall have the sufficient time for performing his/her duties as
a director.

(4) Shall have no health or job-related problems in performing the
duties as an outside director.

Reasons for being selected as an outside director, concurrent positions and other statuses for each outside director are as
follows. The Group registered all of the five directors with the Tokyo Stock Exchange as independent directors who do not

have conflicts of interest with general shareholders.

m Reasons for selection Concurrent positions and other statuses

manager.

Mr. Hiromichi Ono has accumulated a broad range of insight and
abundant experience as a manager of a major food company. He
Hiromichi | has been appointed as an Outside Director to provide appropriate
Ono guidance and advice for the overall business operation of the
Company by utilizing his insight and experience as a corporate

Outside Director, Tokyo Gas Co., Ltd.

Yoshimi
Shu

Ms. Yoshimi Shu has accumulated abundant work experience as
well as experience and achievements as a senior manager at a

global financial institution. She also has insight and experience in
various aspects towards the development corporate leaders. She

President & Representative Director, Core Value
Management, Co., Ltd.

replies and comments were obtained. With regard to the results of the evaluations
based on these replies and comments, the Board of Directors of the Company,

upon deliberation by the Corporate Governance Committee (with outside directors
accounting for the majority of its members), finalized and determined the results of

Board of Directors
4. Execution of functions of the
Board of Directors

analysis and evaluation of the effectiveness of the Board of Directors as a whole.

<Evaluation results>

The Board of Directors of the Company has confirmed that directors with diverse knowledge and experience have
been elected and the composition is well balanced; all directors, upon sharing the roles and responsibilities of the
Board of Directors, have successfully fulfilled both decision-making and supervising functions while taking advantage of
the perspective of independent outside directors; and thus the effectiveness of the Board of Directors as a whole has

been mostly assured.

<Future measures>

The operation of the Board of Director throughout the year
resulted in continued improvements in the issues identified
by the previous evaluation, specifically in “Improvement of
the discussions by the Board of Directors” and “Utilization
of the perspectives of independent outside directors”.
However, based on each director’s assessment and
opinions, we recognized the necessity of continuous
working on these matters for further improvement.
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1. Enhancement of exchange of opinions among directors
e Further enhancement of discussions regarding medium-to-
long term management issues and providing value to
stakeholders
® Devising management of the Board of Directors for more
revitalization of discussions
2. Further utilization of the perspectives of independent
outside directors
e Enhancement of discussions among outside directors, and
expansion and diversification of opportunities for information
provision to outside directors

has been appointed as an Outside Director to provide appropriate
guidance and advice for the overall business operation of the
Company from a professional perspective.

Satoru
Kawamata

Mr. Satoru Kawamata has accumulated abundant insight and
experience as a corporate manager. He has been appointed as
an Outside Director who is an Audit and Supervisory Committee
Member to utilize his insight and experience as corporate
manager to provide appropriate guidance and advice in relation
to the overall business management of the Company.

Toru
Nagasawa

Mr. Toru Nagasawa has specialized knowledge and experience in
corporate legal affairs as an attorney. He has been appointed as an
Qutside Director who is an Audit and Supervisory Committee
Member to provide appropriate guidance and advice from a
specialist’s perspective, especially corporate legal affairs in relation
to the overall business management of the Company.

Representative Attorney, Nagasawa Law Offices
Outside Audit & Supervisory Board Member,
Lancers, Inc.

Takashi
Shimizu

Mr. Takashi Shimizu has academic experience as well as specialized
knowledge and extensive experience in accounting. He has been
appointed as an Outside Director who is an Audit and Supervisory
Committee Member to provide appropriate guidance and advice
from a specialist’s perspective, especially accounting in relation to
the overall business management of the Company.

Professor, Graduate School of Accountancy,
Waseda University

President, Japan Association of Graduate
Schools for Professional Accountancy
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Compensation for Directors

Policy for Determining Directors’ Compensation
Under the Corporate Governance Policy set by the Board of Directors, the director’s compensation amount is
determined separately for “directors (excluding Audit and Supervisory Committee Members)” and “directors (who are

Audit and Supervisory Committee Members)” as follows.

[Directors (excluding Audit and Supervisory

Committee Members)]

e The compensation for directors (excluding Audit and
Supervisory Committee Members) is determined
appropriately in consideration to their transparency,
fairness, objectivity and incentives toward improving
results by enhancing the linkage of compensation with
the Group’s performance and shareholders’ benéfits.

e The amount for each director (excluding Audit and
Supervisory Committee Members) is determined by
the Board of Directors within the maximum amount of
compensation per year resolved at the General
Meeting of the Shareholders, while ensuring the
objectivity and transparency after deliberation
regarding their adequacy and validity in the Corporate
Governance Committee.

The Company resolved the maximum amount of
compensation for directors (excluding Audit and
Supervisory Committee Members) at ¥200 million per
year (the number of eligible directors: 7 persons) and
for Audit and Supervisory Committee Members at ¥80
million per year (the number of eligible directors: 5
persons), at the Ordinary General Meeting of the
Shareholders held on June 28, 2016.

[Directors (who are Audit and Supervisory

Committee Members)]

e The compensation for directors (who are Audit and
Supervisory Committee Members) is determined
without the factor of incentive to ensure the
transparency of their duties as auditor and supervisor.

e The amount for each director (the Audit and
Supervisory Committee Member) is determined
through discussion among all Audit Committee
Members and within the maximum amount of
compensation per year resolved at the General
Meeting of the Shareholders.

Procedure for Determining Directors’ Compensation

In order to ensure the objectivity and transparency of
directors’ compensation, the compensation for directors
(excluding Audit and Supervisory Committee Members)
is determined by the Board of Directors, and the
compensation for directors (who are Audit and
Supervisory Committee Members) is determined by the
Audit and Supervisory Committee upon deliberation by
the Corporate Governance Committee.

Regarding determining the details of compensation for
each director, the Corporate Governance Committee
shall deliberate including the confirmation of the integrity
with the above policy and the related regulations.
Therefore, the Board of Directors shall in general respect
their proposals and judge them to be in line with policy.

The decision of the specific amount for each director
is delegated to the President and Director
(Representative Director) by resolution of the Board of
Directors. This authority is the decision regarding specific
amount of bonuses distributed to each director. The
reason for the delegation is that he or she is in a position
to judge the degree of contribution to the performance
by each director from a company-wide perspective.
Regarding this decision, the Corporate Governance
Committee shall deliberate including the confirmation of
the integrity with the above policy and the validity.
Therefore, the Board of Directors shall in general respect
his proposal and judge it to be in line with policy.

Matters discussed by the Corporate Governance Committee and the Board of Directors in

determining directors’ compensation (FY2021)
(Corporate Governance Committee)

e April 26, 2021: Matter regarding total amount of directors’ bonuses
e May 12, 2021: Matters regarding individual distribution of directors’ bonuses and monthly compensation for directors

(Board of Directors)
e May 12, 2021: Matter regarding directors’ bonuses

e June 24, 2021: Matters regarding determining monthly compensation amount, and provision of monetary
compensation claims and disposition of treasury shares for the restricted stock
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Compensation System for Each Director
[Executive Directors]

(@) Composition of compensation

The compensation for executive directors among the
directors (excluding Audit and Supervisory Committee
Members) comprises a monthly compensation as a
basic compensation, bonuses as a performance-
linked compensation and a restricted stock
compensation plan as a non-monetary compensation.
The compensation comprises 86% of monthly
compensation, 7% of bonus and 7% of restricted
stock compensation plan (Case in which the standard
amount of bonuses is paid).

(b) Details of each compensation

e Monthly compensation
The basic amount of monthly compensation is
determined by the director’s position.

e Bonuses
The basic amount of bonuses is determined in
accordance with the director’s position and the total
amount of bonus payment is determined within a
maximum amount which fluctuates each year in the
range of 0% to 150% according to consolidated
profit level (indicator based on ROE). The amount for
each executive director is determined based on the
basic amount for the director’s position, which is
adjusted according to the degree of contribution to
business performance by each executive director.
The indicator based on ROE has been adopted as a
performance indicator in order to give stronger
incentives to the directors to improve the Group’s
corporate value.

[Outside Directors]

The compensation for outside directors (excluding Audit
and Supervisory Committee Members) is comprised only
of a monthly compensation, which is a basic
compensation, and the amount is determined by the
director’s position.

[Directors
(who are Audit and Supervisory Committee Members)]

The compensation for directors (who are Audit and
Supervisory Committee Members) is comprised only of
a monthly compensation, which is a basic
compensation, and the amount is determined separately
for full time and part time directors.
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Restricted stock compensation plan
0,

7%
Bonuses s
7%

Monthly
compensation
86%

e Restricted stock compensation plan
Under this plan, the Company’s Directors (excluding
Audit and Supervisory Committee members; the
“Eligible Directors”) shall make payments in kind as
contributed assets using all of the monetary
compensation claims provided to them by the
Company and receive the issuance or disposal of the
Company’s common shares and the Company and
each of the Eligible Directors shall enter into a
restricted stock allocation agreement. The
compensation to be paid to the Eligible Directors for
the granting of restricted stock is monetary
compensation claims and the total amount of such
claims is set at 20 million yen or less per year within
the amount of compensation for the Company’s
Directors (excluding Audit and Supervisory Committee
Members), and the total number of common shares
newly issued by the Company is set at 200 thousand
shares or less per year, as resolved at the Ordinary
General Mesting of the Shareholders held on June
24, 2020. The allocation of payment to each Eligible
Director is determined by the director’s position.

Management Base Supporting Value Creation



List of Directors

Director
President and Director Executive Vice President and Director
Tetsuya Akino Kazuyuki Shimizu
June 2016 Executive Officer and General Manager, April 2012 Executive Officer, The Ashikaga Bank, Ltd.
Personnel Division, The Joyo Bank, Ltd. April 2014 Executive Officer, Ashikaga Holdings Co., Ltd.
October 2016 General Manager, Corporate Management Executive Officer, The Ashikaga Bank, Ltd.
Department, the Company April 2015 Managing Executive Officer, The Ashikaga Bank,
June 2017 General Manager, Corporate Planning Ltd.
Eepar{.rnelgﬁyhe COE%E”V " June 2016 Managing Director, The Ashikaga Bank, Ltd.
xecutive Officer and General Manager, |
Corporate Planning Division, The Joyo Bank, Ltd. Octobzer 3018 Dlre‘ctolr\,/lthe C,"”‘%?”V The Ashi Bank
June 2018 Director, in charge of Corporate Planning, the June 2018 Eted"'m lanaging Director, The Ashikaga Bank,
Company - )
Managing Director, The Joyo Bank, Ltd. June 2019 Executive Officer, the Company
June 2020 Director and Managing Executive Officer, The June 2020 Executive Vice President, the Company (current
Joyo Bank, Ltd. position) )
April 2022 President, The Joyo Bank, Ltd. (current position) E(;zistli%?ll;tv The Ashikaga Bank, Ltd. (current
June 2022 President, the Company (current position)
Director Director Director
Kiyoshi Nozaki Yoshihiro Naito Toshihiko Ono
June 2016 Executive Officer and General Manager, April 2016 Executive Officer, The Ashikaga Bank, Ltd. June 2016 Senior Deputy General Manager, Corporate
Corporate Planning Division, The Joyo Bank, Ltd. June 2019 Managing Director, The Ashikaga Bank, Ltd. Planning Division, The Joyo Bank, Ltd.
October 2016 General Manager, Corporate Planning June 2020 Director in charge of Corporate Management, October 2016 Gener_al Manager, in charge of Corporate
Department, the Company Risk Management and Information Security, the Planning Department, the Company
June 2017 Executive Officer and General Manager, Company (current position) June 2018 General Manager, Corporate Planning
Business Promotion Division, The Joyo Bank, Director, Managing Executive Officer, The Department, the Company
Ashikaga Bank, Ltd. (current position) General Manager, Corporate Planning Division,
June 2018 Managing Executive Officer and General The Joyo Bank, Ltd.
Manager, Business Promotion Division, The Joyo June 2020  Executive Officer and General Manager,
Bank, Ltd. Business Planning Division, The Joyo Bank, Ltd.
Director (part-time), The Ashikaga Bank, Ltd. Director (part-time), The Ashikaga Bank, Ltd.
June 2020  Director, Managing Exegutive Officer, The Joyo April 2022 Managing Executive Officer, The Joyo Bank, Ltd.
Bank, Ltd. (current position) June 2022 Director, in charge of Corporate Planning, the
June 2021 Director, the Company (current position) Company (current position)
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Director, Managing Executive Officer, The Joyo
Bank, Ltd. (current position)

Director (Audit and Supervisory
Committee Member)
Eiji Murashima

June 2010 Executive Officer and General Manager, Business
Administration Division, The Joyo Bank, Ltd.

June 2011 Executive Officer and General Manager, Business
Promotion Division, The Joyo Bank, Ltd.

June 2012 Managing Executive Officer and Vice Director-General
of Business Headquarters, The Joyo Bank, Ltd.

June 2013 Managing Director, The Joyo Bank, Ltd.

October 2016 Director in charge of Corporate Management (Basel),
the Company

June 2018 Senior Managing Director, The Joyo Bank, Ltd.

June 2020 Retired from the position as Senior Managing
Director, The Joyo Bank, Ltd.
Director (Audit and Supervisory Committee Member),
the Company (current position)
Auditor, Mebuki Securities Co., Ltd. (current position)

April 2021 Corporate Auditor, Mebuki Card Co., Ltd. (current
position)

Director (Audit and Supervisory
Committee Member)
Yoshinori Tasaki

October 2012 General Manager, in charge of Business Planning
Division, The Ashikaga Bank, Ltd.

April 2013 General Manager, Karasuyama Branch, The Ashikaga Bank, Ltd.

April 2015 General Manager, Kumagaya Branch, The Ashikaga Bank, Ltd.

October 2016 General Manager, Moka Branch, The Ashikaga Bank, Ltd.

June 2019 General Manager, Audit Department, the Company
Executive Officer, General Manager, Auditing
Department, The Ashikaga Bank, Ltd.

June 2020 Executive Officer, Chief Officer, Saitama Area Hub, The
Ashikaga Bank, Ltd.

April 2021 Executive Officer, Chief Officer, Ryomo/Gunma Area Hub,
The Ashikaga Bank, Ltd.

April 2022 Executive Officer, attached to Audit and Supervisory
Committee, The Ashikaga Bank, Ltd.

June 2022 Director (Audit and Supervisory Committee Member), the Company
(current position)
Corporate Auditor, Mebuki Lease Co., Ltd. (current position)
Corporate Auditor, Mebuki Credit Guaranteg Co., Ltd. (current position)

nagement Base Supporting Value Creation

(Outside Directors)

Hiromichi Ono
Yoshimi Shu
Satoru Kawamata

(Audit and Supervisory Committee Member)
Toru Nagasawa

(Audit and Supervisory Committee Member)
Takashi Shimizu

(Audit and Supervisory Committee Member)

(Executive Officers)

The company has introduced an executive officer
system to enhance the decision-making and
supervisory functions of the Board of Directors
and to reinforce the business execution function.

Yuiji Gorai (In charge of systems)
Koichi Yamakawa (In charge of administration)

Expertise and Experience of Directors and Executive Officers (Skills Matrix)

Outside
Director

Independent
Officer | Management/ | Management/

Expertise and Experience

Corporate Business

Finance/
Accounting

Market

Sales/ Investment/ IT/DX

Marketing

Strategy Global
=g Tetsuya Akino (] o [ o o
2E  Kazuyuki Shimizu ° o o o M ®
§§ o Kiyoshi Nozaki ° ° ° ° ° °
§§§ Yoshihiro Naito ° o o ) o
2 &= Toshiiko Ono 0 O o o o
83 Hiromichi Ono ¢) o ° °
S8 Yoshimi Shu 0 o) o () [
g _g i M.ura.shima | () () ()
g%é Yoshinori Tasaki [ ) o o
£ 8% Satoru Kawamata @) o) [ o
g E‘é Toru Nagasawa ¢} @) (J [ o [ L
€78 Takashi Shimizu o o ° e
£g i Gorai ® L
25 Koichi Yamakawa ° o ) o

Details of Expertise and Experience

el e sl Experience in corporate management, expertise in planning of corporate strategy and execution

Sl e el Expertise in business management including personnel and labor management, risk management, etc. and law

Finance/Accounting

Expertise in finance and accounting

Sales/Marketing

Expertise in business planning, marketing and new business development

Consulting

Expertise in consulting business, SDGs/ESG, environmental field, regional revitalization and corporate restructuring/support

Wl s elleles 1 Expertise in the field of market investment and global businesses

IT/DX Expertise in IT and DX (digital transformation)
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Messages from the Outside Directors

Apr. 1979
Mar. 2004

Jun. 2007
Jun. 2011

Jun. 2017

Jun. 2019

Jun. 2020

Jun. 2021

Joined Ajinomoto Co., Inc.
General Manager, Finance
Department

Corporate Executive Officer
Member of the Board & Corporate
Vice President, in charge of finance
and procurement

Retired from Member of the Board
& Corporate Vice President,
Ajinomoto Co., Inc.

Outside Director, the Company
(current position)

Outside Audit & Supervisory Board
Member, Tokyo Gas Co., Ltd.
Outside Director (current position)

With continuing low interest rates, Japan’s
declining birthrate and aging population, and
the COVID-19 pandemic, along with the
impact of the situation in Ukraine and other
developments, the business environment
continues to be extremely challenging. In this
environment, under its Second Medium-Term
Group Business Plan, the Group generated
successful results across a broad range,
which is highly laudable. Specifically, its
initiatives to increase business efficiency and
productivity, starting with core system
integration and branch consolidation, have
achieved results that everyone can be satisfied
with. Regarding the Group’s Long-Term Vision
2030 as well, lively discussions utilizing role-
playing were held at monthly meetings of the
Board of Directors, with diverse opinions being
passed back and forth, and, as a result, the
board was able to create a vision with a long
timespan and a view to the future that included
the area of comprehensive financial services
and new businesses.

The Company’s outside directors are
diverse in makeup; the members have a
variety of backgrounds and include
professionals in specialty fields and
experienced business executives. | think the
Company has been very deliberate in selecting

this group. Drawing on my own corporate
experience in financial affairs and sustainability,
| intend to contribute to the Group’s efforts to
create value while taking the perspective of
shareholders and those on the receiving side
of financial institution services.

At the same time, for outside directors to
adequately fulfill their roles, the transparency
and fairness of governance are
indispensable. | firmly believe that these
have been resolutely ensured from the start,
and | have a strong sense that this a good,
positive tradition of the Company.

Regarding sustainability initiatives, which
have been drawing attention in recent years,
the Group is engaged with a sense of drive
and speed, with the President leading the
Sustainability Committee, for example, and
the challenge going forward will be how to
achieve specific numerical targets. For a
regional financial institution to continue its
operations and develop them further, new
businesses that transcend conventional
frameworks need to be established and
expanded. Moreover, contributing to regional
revitalization and value creation, including
the realization of a sustainable society,
through its businesses should no doubt
constitutes the Company’s raison d'étre.

Aug. 2000

Jun. 2006

May 2012
Oct. 2012

Jan. 2014
Feb. 2014
Nov. 2016
Jun. 2019

Mar. 2022

Joined JPMorgan Securities Japan
Co., Ltd

Head of Tokyo Control Room,
Compliance Department
Managing Director

Head of Japan Controls &
Oversight Department

Resigned from JPMorgan
Securities Japan Co., Ltd.

Joined Core Value Management,
Co., Ltd.

Deputy President & Representative
Director

Outside Director, the Company
(current position)

President & Representative
Director, Core Value Management,
Co., Ltd. (current position)

These past three years, the Group has
worked to achieve the goals of its Second
Medium-Term Group Business Plan, and,
seeking to reform the financial services it
provides, it has promoted the establishment
of system infrastructure, personnel systems,
and other systems designed to support
these reforms. There is a real feeling that the
management team has engaged in the
reforms with a strong, uncompromising will
and sense of responsibility, and the results
of their efforts can clearly be seen in the
numbers, specifically, in the higher
profitability of its core business. The Third
Medium-Term Group Business Plan clarifies
a vision for the Group’s future, the Long-
Term Vision 2030, and calculating back from
this, it lays out what needs to be done now,
which is to carry out major changes as a
Group. The fact the Company is expressing
such a strong will to assuredly change is
worthy of praise. In reaching this point, there
have been lively, highly transparent
discussions, and | have the strong sense
that support systems and an environment
have been established that allow for diverse
proposals to be made.

In Japan, there are some examples of
regional financial institutions having success in
management reforms, but drawing on my
experience at a multinational financial
institution, | intend to contribute to fostering a
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corporate and organizational culture for
realizing the vision by sharing observations
and insights derived from relooking at the
Company'’s initiatives from not only a domestic
perspective but a global one as well.

Moreover, the importance of initiatives for
sustainability and diversity and the strong
need to accelerate initiatives are widely
shared within the organization. Currently,
while working for consistency with the
long-term vision, multifaceted discussions
are taking place on issues in need of
resolution, their priority, the format of
reporting at board meetings, and other
related topics. For this reason, it can be said
that systems are being established for the
dual pursuit of business development and
social contributions, including the SDGs.

| have had the opportunity to lecture at
the Mebuki Women'’s Class on the
importance of management philosophy and
organizational culture for corporate value
creation, and last year a woman was
promoted to lead one of the Diversity
Promotion Office, which is highly laudable.
There are still many things that need to be
done related to promoting diversity, but this
example will serve as a source of hope for
employees and others involved, and | firmly
believe that promoting diversity and fostering
a diverse organizational culture will make
further progress going forward.

Apr. 1968
Jun. 1995
Apr. 1999

Jun. 1999

Jun. 2001

Jun. 2009
Jun. 2011
Mar. 2013

Jun. 2018

Jun. 2020

Joined Hitachi, Ltd.
Deputy Head, Hitachi Works

Head, Power and Electricity Group,

Hitachi Works

Director, Head, Power and
Electricity Group, Hitachi Works
Representative Director and
President, Hitachi Life, Ltd.
Advisor, Hitachi Life, Ltd.
Honorary Advisor, Hitachi Life, Ltd.
Retired from position as Honorary
Advisor, Hitachi Life, Ltd.

Outside Director, The Joyo Bank,
Ltd. (Audit and Supervisory
Committee Member)

Outside Director (Audit and
Supervisory Committee Member),
the Company (current position)

The business environment is becoming
increasingly challenging due to external
factors, and, under such conditions, the
Company should be applauded for the
substantial achievements it generated by
promoting its Second Medium-Term Group
Business Plan, which included increasing
revenues from services such as consulting
alongside regular banking operations and
reducing costs through consolidating
branches and other measures. During this
process, | advised the Company to prevent
negative effects on customer convenience
when working to increase business
efficiency through branch consolidation, and
| strongly feel that the Company has been
able to continue initiatives aimed at
achieving its goals while gaining the
understanding of local customers.

In formulating and promoting the Long-
Term Vision 2030 and the Third Medium-Term
Group Business Plan as well, the members,
who were appointed from diverse fields and
possess specialized knowledge in areas like
management studies and corporate law,
engaged in lively discussions while receiving
adequate support, which has always been
the case, and amid such governance with
transparency and fairness ensured, | think
there is the opportunity for us to educate
and enlighten one another. Going forward,

| am recommending that the Company draw
near to the region’s small and medium-sized
enterprises and, even more so than before,
focus on business that plays an investor-like
role in supporting their growth. We are
currently involved in discussions to this end.
Through such operations, | firmly believe
that the Company will be able to contribute
to regional revitalization and the creation of
new value while, at the same time, creating
a positive cycle whereby new value is
generated internally.

Policies related to sustainability have
also been decided in specific terms, and
now the Company is at the stage of
steadily moving toward their realization. |
will be watching to ensure that results are
produced through initiatives that are
embedded by all employees into their daily
activities so that goals set for a
sustainable society do not exist as empty
slogans. To solve the issues communities
face, from aging to population declines,
coordination with other local companies is
essential. | am proud to represent the
community as a member, and drawing on
my experience in related projects to
address aging, | intend to continue
providing recommendations on
successfully contributing to the community
through the creation of new value.

Apr. 1984
Apr. 1995

Oct. 2014

Jun. 2015

Jun. 2016

Oct. 2016

Registered as an attorney
Nagasawa Law Office (currently,
Nagasawa Law Offices) opened,
Representative Attorney (current
position)

Outside Corporate Auditor,
LANCERS, INC. (current position)

Outside Director, TOHO HOLDINGS
CO0.,LTD.

Outside Director, Ashikaga Holdings

Co., Ltd

Outside Director (Audit and
Supervisory Committee Member),
the Company (current position)

Regarding the creation of the Long-Term
Vision 2030, a series of open-minded
conversations were held about the ideal for
a regional financial institution in 2030, with
information being shared from a fairly early
stage. | rate highly not only the policies for
achieving the goal of being “A Value Creation
Group Working Together with Local
Communities” but also the deep
commitment shown to the process of
establishing the goal itself, which | very
much appreciate.

In promoting the plan to achieve this
vision amid very challenging external
conditions, there needs to be initiatives that
look 20 and 30 years into the future; it
shouldn’t be a matter of simply assessing
the relative achievement of numerical
targets. While continuing to place
importance on its traditional core business, |
think the Company should create new
fee-based businesses like consulting and
have the perspective of evaluating how
much they contribute to value creation for
the region, including in its Third Medium-
Term Group Business Plan. Discussions for
this are currently underway.

Being able to hold such meaningful,
all-encompassing discussions is a direct
result of having appointed outside directors
with a variety of backgrounds. | have the
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strong sense that open, constructive
discussions are taking place, with opinions
being expressed from a variety of different
perspectives for each issue. As a part of this
process, | will draw on my experience as an
attorney and as someone who has worked
as an outside auditor and director at
companies in various business areas to
provide advice that contributes to the
creation of new value.

Even before the term “sustainability” was
in widespread use, regional financial
institutions would not have been able to
exist without sustainability initiatives.
Engaging sincerely in business in order to
contribute to local customers is directly
connected to vitalizing the local economy
and society, preserving the environment,
and other positive outcomes. The Company,
too, is further strengthening its sustainability
initiatives, including diversity promotion and
measures it has already been involved in for
aging and digitalization. The Company has
set numerical targets that include net zero
CO2 emissions by fiscal 2030, and there
needs to be a policy of actively and publicly
communicating this target going forward so
that it serves as a guideline for local
companies. | firmly believe that sustainability
initiatives will make steady progress toward
the creation of new value.

Management Base Supporting Value Creation



Apr. 1995

Apr. 1997
Sep. 2000

Apr. 2002

Aug. 2002

Apr. 2005

Oct. 2016

May 2020

Lecturer, School of Commerce,
Waseda University

Associate Professor

Received Ph.D. in Commerce
(Waseda University)

Professor, School of Commerce,
Waseda University

Visiting Researcher, University of
California, Berkeley (until August
2003)

Professor, Graduate School of
Accountancy, Waseda University
(current position)

Outside Director (Audit and
Supervisory Committee Member),
the Company (current position)
President, Japan Association of
Graduate Schools for Professional
Accountancy (current position)

Today, companies are exposed to not only
economic risk but a variety of risks, including
geopolitical risk, so creating a medium-term
business plan is very difficult. The Company
has set a long-term vision of “A Value
Creation Group Working Together with Local
Communities” based on its corporate
philosophy. In order to achieve this long-
term vision, discussions have taken place
on a whole range of policies, and specific
goals and basic strategies have been
decided. In this process, strategies have
been considered with a degree of flexibility
based on multiple scenarios to allow the
Company to adapt to change, and
appropriate strategies have been decided.
Outside directors on the Company’s
Board of Directors have a variety of
backgrounds. The Board of Directors
discusses questions of management from
broad perspectives not limited to the
conventional wisdom of the financial
industry, and very constructive opinions are
presented. In addition, in order for the
outside directors to understand the current
situation of the financial industry, various
outside training programs are available, and
the board also provides explanations ahead
of time in order for us to verify actual
operations at the Company. As an Audit and
Supervisory Committee Member, | have
expressed the desire to perform interviews

at branches of the Company’s banking
subsidiaries as well, and once the COVID-19
pandemic subsides, and | plan to do so.

ESG management, or sustainability
management, is a major challenge for
companies today. Differing from corporate
social responsibility (CSR), it presses
companies to reconsider what they should
do within their main businesses to generate
value that is shared by all stakeholders and
not just shareholders. That is to say, it asks
companies how to raise value for
stakeholders and themselves through their
businesses and not necessarily through
donations and charitable activities as is
emphasized by CSR.

However, the goals of ESG management
and sustainability management are almost
all qualitative. How to convert qualitative
goals into financial and quantitative results
that raise corporate value while achieving
them through business is an extremely
difficult problem.

This is one of my areas of research:
management that links qualitative goals and
actions to financial results. Going forward, |
will continue actively participating in
discussions so that the knowledge | have
accumulated through this research is utilized
in actual operations, and | hope to
contribute both to the Company’s
management and the communities it serves.

Policy on the functions and roles of outside directors in corporate governance and their appointment

The Company’s outside directors are assigned the role of strengthening management decision-making functions and
supervisory functions by drawing on their extensive experience and specialized knowledge based on their respective career
backgrounds in order to incorporate outside perspectives and sufficient considerations for the interests of regular
shareholders into the decision-making of management.

In appointing outside directors, based on the functions and roles of outside officers in corporate governance, the
Company puts emphasis on independence, and there is the assumption that there are no doubts about their independence

in light of the Company’s own Independence Standards for Outside Directors.
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| Risk Management System

anagement Base Supporting Value Creation

The Group aims to enhance the risk management system by positioning it as an important management task from
the perspective of the maintenance and improvement of sound corporate management.

Risk management system

The Group undertakes its risk management based on
the Basic Rules on Group Risk Management determined

by the Board of Directors of the Company.

In order to perform the matters set forth in the Basic
Rules on Group Risk Management, the Company has
established the ALM/Risk Management Committee,
which makes decisions on important business execution
regarding the Group’s risk management and performs
analysis, assessment and improvement of the matters
relevant to the risk management of the overall Group.
The said committee ensures corporate management
emphasizing the risk and return relationship through
consideration and discussion focused on closer

coordination between risk management and profit
management while controlling risks appropriately, and
facilitates prompt and efficient decision-making by

management.

Furthermore, we have organized the integrated risk
management section responsible for the supervision and
integrated management of various risks, and at the
same time, established the framework under which the
audit section independent from business execution

sections performs internal auditing and vali

dates the

appropriateness and effectiveness of the respective risk

management status.

Mebuki Financial Group

Type of risk

Board of Directors

Audit and Supervisory Committee

ALM/Risk Management
Committee

Integrated risk
management section

(Corporate Management Department)

Decide on important business execution
Analysis, assessment and deliberation
on matters for improvement

Capturing, measurement,
assessment, and reporting of risk as a group

| | |
| | |

Corporate Management Department

Strategic Risk Credit Risk Market Risk Liquidity Risk

Operational Risk
|

[ | ] ]
Corporate Management  Business Management ~ System Management ~ Corporate Planning
Department Department

Department Department

Validate
appropriateness
and effectiveness
of risk management
system

Audit

Internal audit section (Audit Department)

Instruct (establishment of  Mebuki Financial Group’s Audit Division conducts

risk management system)

internal audits as well as audits of companies

Report/Consult (risk status, response policies) within the Group.
) . Mebuki
Joyo Bank | |Ashikaga Bank MebukiLease || gocyurities
Board of Directors Mebuki Credit :
Important meeting bodies for - : . Guarantee | | "1ePUKi Card
risk management Audit and Supervisory Committee ~ Corporate
<Joyo Bank> <Ashikaga Bank> BParc: of Auditor
(1) ALM Committee (1) Management Meeting Iref ors [
(2) Risk Management  (2) ALM Meeting . o Audit
Committee, etc. Integrated risk Integrated ‘

(3) Credit Portfolio Meeting, etc.

management section
. (Risk Management Department)

|

risk management section
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\ \ \
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Sections in charge of respective risk categories
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Integrated risk management

The Group undertakes “integrated risk management”
which quantitatively measures various types of risk
including credit risk and market risk, using statistical
methods, such as VaR (value at risk), in order to
individually manage increasingly diversified and
complicated types of risk relevant to financial services,
and at the same time, to comprehensively capture said
risks. We aim at maintaining an appropriate level of our
capital reserves by comparing and contrasting the total
amount of risk with our financial soundness (our capital
reserves).

Specifically, we allocate capital to each type of risk
(credit risk, interest rate risk, price fluctuation risk and
operational risk) in advance to the extent of our capital

Credit risk management

reserves and monitor whether the amount of each risk
quantified (risk capital used) stays within the extent of
allocated capital. Upon the allocation of capital, we secure
a risk buffer to cover losses larger than those expected in
the statistical methods or risks unable to be captured by
the statistical methods. We confirm the sufficiency of our
capital reserves, including the capital to cover the
aforementioned risks, by performing stress tests by which
we capture the impact on our capital reserves under
assumed scenarios such as a sudden economic
downturn. Furthermore, we confirm the reasonableness
and effectiveness of the statistical methods through back
tests in which the risk amount calculated by VaR (value at
risk) is compared with actual profit or loss.

Credit risk refers to the risk of incurring losses as a result of customers becoming unable to pay the principal and
interest of loans as promised primarily due to the deterioration of their financial conditions.

Recognizing credit risk as a material risk in our business operations, the Group aims to enhance the management
system to prevent the emergence of new non-performing loans and to improve asset soundness.

¢ Credit risk management system

The Group has established the Group Guidelines for Credit Risk
Management, which set forth, as our basic policy of credit risk
management, the appropriate management of credit risk on
individual loans and the management of the credit portfolio
focusing on risk diversification.

The section in charge of credit risk management, which is
organizationally and functionally independent from the business
promotion sections, is responsible for the planning and
operational management of the internal credit rating system,
self-assessment systems, write-offs and provisions to the
reserve for loan losses, as well as for the monitoring of loan
assets as the specialized organization for the comprehensive
supervision and management of the credit portfolio.

* Management of credit risk on individual loans

We separate the credit-screening sections of companies within
the Group from the business promotion sections to ensure
strict screening while also focusing on credit management
during repayment to prevent the status of a claim from
deteriorating.

e Internal credit ratings

We categorize our customers into 12-grade rating levels by
adding qualitative assessment to the data on their financial
condition and cash flow status. In addition to serving as the
basis for self-assessment systems, internal credit ratings are
used across the full range of credit risk management, including

Market risk management

the capturing of credit risk exposure, the setting of lending rates
and the allocation of lending authority.

® Asset self-assessment systems

Companies within the Group strictly implement asset self-
assessment systems based on common standards and provide
appropriate reserves or write down problem loans based on
such assessment. In addition, the reasonableness of such
assessment is validated and audited by the sections in charge
of validation and auditing, respectively, and is also subject to
external audits by accounting auditors.

¢ Quantification of credit risk

The quantification of credit risk refers to the statistical
forecasting of future losses (@amount of credit risk) that can be
expected due to bankruptcies or the deterioration of financial
conditions of customers. The Group calculates the amount of
credit risk for each customer based on “internal credit ratings”
with collateral and other factors taken into account.

¢ Credit portfolio management

We capture loan assets in their entirety as a single portfolio
and conduct credit risk management from a macro
perspective. Based on the quantification of credit risk, we
carry out periodic monitoring such as whether the credit risk
is concentrated in specific sectors or corporate groups, and
analysis and evaluation of credit situations by rating and
region, or based on composition by industry.

Market risk refers to the risk of incurring losses due to
changes in the value of financial assets and liabilities of
the Group caused by fluctuation in interest rates, foreign
exchange rates, and stock prices.

Our subsidiaries are engaged in investment activities
based on their understanding of risk supported by sufficient
advance research and analysis of market transactions.

For the appropriate control of market risk, we also
perform and report to the ALM/Risk Management
Committee of the Company held periodically the
quantitative management and measurement under the
ALM (asset and liability management) framework to take
action according to the situation.

Liquidity risk management

.-

Liquidity risk refers to the risk of incurring losses primarily
due to difficulty in securing necessary funds caused by
an unexpected outflow of funds or similar events, or a
sharp rise in funding costs.

The Group has established the Group Liquidity Risk
Management Rules to set up the framework under
which action plans according to respective situations
ranging from a normal state to urgent cases are defined
to promptly respond thereto.

Operational risk management

Specifically, under cash flow management in a normal
situation, we manage indicators such as the trend of
deposit/loan balances and funding limits in addition to
primary indicators (funding gap and liquid asset balance)
to avoid an increase of liquidity risk. Furthermore, we
define and perform periodical drills for action plans upon
a liquidity crisis to enhance the effectiveness in a crisis.

Operational risk refers to the risk of incurring losses caused by inappropriateness in the Group’s business processes,
activities of directors and employees or system operations, or by external events. The Group classifies and manages
such risk according to the following six categories: administrative risk, system risk, compliance (legal) risk, personnel

management risk, tangible asset risk, and reputational risk.

Furthermore, the Group designates the sections responsible for each of the aforementioned six categories, and also
has the comprehensive risk management section manage overall operational risk.

e Administrative risk
Administrative risk refers to the risk of incurring losses due to
directors, employees or external contractors neglecting precise
administration, causing incidents, or committing acts of fraud.
In the Group, the sections responsible for administrative risk
and the comprehensive risk management section responsible
for operational risk gather information on and analyze the
causes of administrative incidents occurring inside or outside
the Group to establish or revise administrative rules or enhance
the efficiency of administrative processes through the
information system based on the results of such analysis. In
addition, the Group has the internal audit section validate the
effectiveness of the risk management system to establish the
framework to detect or prevent administrative incidents.

e System risk
System risk is the risk of incurring losses primarily due to the
failure of computer systems, erroneous computer operation, or
inappropriate computer use.

The Group has taken necessary measures to ensure the
safety and reliability of computer systems including failure

response exercises aiming to establish the framework for early
recovery from system failure, in addition to sufficient advance
testing upon the development or operation of systems, the
continuous monitoring of operational status and duplexing
facilities.

e Compliance (legal) risk, personnel management risk,
tangible asset risk and reputational risk
We also identify and assess risk through methods in line with
risk characteristics and take appropriate actions for: compliance
(legal) risk, the risk of incurring losses mainly due to an illegal
act committed by directors and employees; personnel
management risk, the risk of incurring losses mainly due to an
act in violation of laws, regulations or agreements relevant to
employment, health or safety; tangible asset risk, the risk of
incurring losses due to damage to tangible assets caused by
disasters or defective management of buildings; and
reputational risk, the risk of incurring losses due to the
deterioration of credit worthiness mainly attributable to
reputational damage caused by inappropriate actions taken by
the Group or the circulation of unfounded rumors.

Crisis management and business continuity management

We have established the framework for the continuity or
early recovery of important business operations including
the repayment of deposits, fund transfer and remittance
upon facing a crisis such as a natural disaster, system
failure or pandemic, as well as limiting human and
physical damage to the minimum extent possible.

Upon the occurrence of a crisis, we will establish

| Cyber Security

The Group has been strengthening cyber security
measures to protect customers from damage caused by
increasingly advanced and sophisticated cyber attacks.
Both subsidiary banks have a dedicated team
established for taking cyber security measures. The
team collects cyber-related information and regularly
conducts security training. To strengthen security
controls for services provided for customers on the

emergency response headquarters at the Company and
directly-owned subsidiaries to respond to such
emergencies in cooperation with each other.
Furthermore, we continuously perform crisis
management exercises and review the business
continuity plan to enhance the effectiveness thereof
upon facing a crisis.

internet, the team has implemented some measures
including a system that detects early unauthorized
access and a periodic diagnosis of vulnerabilities in the
services.

In addition, we share precautionary information for
customers on our website, such as methods of illegal
remittance, spoofed emails or false social media posts
impersonating financial institutions, and other frauds.

Management Base Supporting Value Creation



| Initiatives for Compliance

Mebuki Financial Group

Board of Directors

Audit and Supervisory Committee

Compliance Committee

[

{ N
Corporate Planning ~ Corporate Management ~ Business Management ~ System Management  Regional Revitalization

Audit Department

Audit and Supervisory Committee

|
Key bodies in compliance
<Joyo Bank>
Compliance Committee
<Ashikaga Bank>
Compliance Meeting

|
[ |

Managing section
<Joyo Bank>

Corporate Risk Management Division
<Ashikaga Bank>

Compliance Management Division

<Joyo Bank>

<Ashikaga Bank>

l Supervise

Head Office and branches
Officer and staff in change of
management and compliance

Department Department Department Department Department
Guide/Manage/Supervise
Consult/Report
Ashikaga . Mebuki ||Mebuki Credit :
Joyo Bank Bank Mebuki Lease Securities || Guarantee Mebuki Card
Board of Directors .
Board of Directors — Corporate Auditor

Group company management
Corporate Planning Division

Management Planning Division

Supervise

Group companies

Key bodies in compliance
Compliance Committee

Managing section

<Mebuki Lease / Mebuki Credit Guarantee / Mebuki Card>
General Affairs Division

<Mebuki Securities>
Administrative Compliance Division

Supervise

Head Office and business units/branches
Officer and staff in change of
management and compliance

The Company has established a management system aimed at group-wide comprehensive management which
enables the Group to perform business operations under the appropriate compliance framework. We aim to
enhance the compliance framework by positioning compliance as one of the most material management tasks.

Organization and structure

We have established the Basic Rules on Group
Compliance as the Group’s highest standards for
compliance, and thereunder, other relevant rules and
regulations systematically.

The Compliance Committee established within the
Company is responsible for decisions on compliance-
related important business execution of the Company
and the Group, and for analysis, assessment and
deliberation on matters for improvement relevant to
group-wide compliance.

Furthermore, we put compliance into practice through,
among other factors, the establishment of the Legal and

Compliance Group of the Corporate Management
Department as the managing and supervising section in
charge of group-wide compliance, the designation of the
officer responsible for the Corporate Management
Department, and the assignment of compliance staff at
each management organization within the Group.
Important matters regarding compliance at directly-
owned subsidiaries are consulted on and reported to the
Corporate Management Department, which is
responsible for the guidance, management and
supervision thereof, pursuant to the Rules for
Management of Companies within the Group.

Compliance program

The Group establishes a compliance program as the
action plan to realize compliance. The companies within
the Group establish a program based on the Basic
Policy on Group Compliance Program developed
annually by the Company.

Whistle-blowing system

The status of the compliance program performed by
companies within the Group is reported to and validated
by the Compliance Committee quarterly, and is also
subject to the annual overall assessment which is
reflected in the next year’s program.

For compliance-oriented management to be achieved
by early detection and correction of violations of laws
and regulations, the Group has established a whistle-
blowing system that is compliant with the revised
Whistleblower Protection Act. An internal contact office
has been established in the Compliance Management
Division of Joyo Bank and Ashikaga Bank. In addition, a
whistle-blowing contact independent of management

Measures for anti-money laundering, etc.

has been established in the full-time Audit and
Supervisory Committee of the Company, Joyo Bank,
and Ashikaga Bank, and an external contact in an
attorney’s office. These contacts are available for the
directors and employees in the Group even after they
resign or retire. For accessibility to these contacts by
eligible users, we will gather opinions from them and
strive to improve the operation of the system.

The Group acknowledges anti-money laundering and
combating the financing of terrorism (hereinafter “AML/
CFT”) as an important responsibility and one of the
important management tasks based on calls made by
the international communities. Thus, we formulated the
“Anti-Money Laundering and Combating Financing of
Terrorism Policy” to take measures for AML/CFT.

To ensure the effective implementation of AML/CFT for
the companies within the Group, we appoint the director
in charge of Corporate Management Department as the
Group head AML/CFT officer. In addition, each of the

Severing connections with antisocial forces

companies within the Group appoints, among the
directors, the head AML/CFT officer who is in charge of
risk management of AML/CFT.

The companies within the Group formulate “AML/CFT
Programs” as an annual plan to enhance the risk
management of AML/CFT, based on the “Group’s Basic
Policy for Anti-Money Laundering” formulated by the
Company for each fiscal year. We verify the effectiveness
and status of implementation of the programs to
enhance the management system.

The Group has established the basic policy against antisocial forces to stand firmly against and sever any connections
with antisocial forces which threaten the order and safety of civil society and hinder sound economic and social

development.

Regarding severing connections with antisocial forces

antisocial forces.

organizations including lawyers.

and criminal perspectives.

Mebuki Financial Group, Inc. and its group companies will take the following initiatives to sever all connections with

1. We will respond to antisocial forces as an organization with a strong recognition of our social responsibility.
2. We will maintain close relationships with the police, the Center for Removal of Criminal Organizations and external expert

3. We will sever all connections with antisocial forces, including any transactions therewith.
4. We will decisively reject any and all unreasonable demands from antisocial forces and take legal action from both civil

5. We will never provide any funding or benefits to antisocial forces.
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Our customer protection management system (Measures for Customer Protection)

Our Group has established the Group Management
Policy for Customer Protection to organize and ensure
the appropriate management system for customer
protection from the perspective of the protection and
improvement of convenience for all existing and future
customers of the Group, as well as for facilitating
finance.

Joyo Bank and Ashikaga Bank have established a
supervising section in charge of consultation, complaints
and other communication from customers, and have
also entered into a basic contract for the implementation
of dispute resolution procedures with the Japanese
Bankers Association, the designated dispute resolution
organization under the Banking Act, and with the Trust
Companies Association of Japan, the designated
dispute resolution organization under the Trust Business
Act and the Act on Engagement in Trust Business by
Financial Institutions, to utilize the financial ADR system

I Internal Audit

The Company has established an audit department as
the section in charge of internal audits under the Board
of Directors, independent of the business execution and
risk management departments.

The audit department supervises internal audit
functions across the Group. In order to ensure the
appropriateness of the Group’s business operations and
the health of assets, the audit department inspects the
appropriateness and effectiveness of the internal audit
system by conducting internal audits on the Group in
accordance with the Internal Audit Rules and the
Group’s Audit Plans defined by the Board of Directors.

The audit results are reported to the Audit and
Supervisory Committee and the Representative Director
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for dispute resolution with customers through the
involvement of third parties.

The Company has defined the Declaration on Personal
Information Protection and various regulations with
regard to handling of personal information, individual
numbers and specific personal information received from
customers (“Personal Information, etc.”) and thereby
takes proper measures for security control of Personal
Information, etc. The Company, Joyo Bank and
Ashikaga Bank have also set up customer inquiry
windows for consultation and complaints regarding
Personal Information, etc. in their custody. In addition,
they are members of the All Banks Personal Data
Protection Council, an authorized organization for the
protection of personal information under the Act on the
Protection of Personal Information. The Council also
accepts complaints, and provides consultation on the
handling of Personal Information, etc.

monthly, and to the Board of Directors every three
months. In order to conduct appropriate audits, the
Group is making efforts to strengthen the cooperation
among the Audit and Supervisory Committee (including
corporate auditors of companies within the Group), the
Internal Audit Section of the Company, and the
accounting auditor through close exchanges of views.

The Group strives to further improve its audit methods
by conducting risk-based audits in accordance with the
international standards of internal audit (of lA), improving
the expertise of auditors by encouraging them to acquire
an international qualification of internal audit, and
undergoing quality assessment of audit by external
institutions.

Group Structure and Corporate Data

- .

Mebuki Financial Group is committed to financial services-related businesses, including leases, securities, credit guar-

Ltd., which are engaged in the banking business.

antees, and credit cards. The businesses are conducted primarily by The Joyo Bank, Ltd. and The Ashikaga Bank,

Making full use of a variety of expertise in our group, we provide comprehensive, quality financial services.

(as of March 31,2022)
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MEBUKI

Financial Group

Mebuki Financial Group, Inc.

Paid in capital
Establishment

Number of employees 183
Credit ratings A (R&l)

Address 2-1-1, Nihonbashi Muromachi, Chuo-ku, Tokyo

Head Office address  (Mito Head Office)
5-5, Minami-machi 2-chome, Mito, Ibaraki Prefecture
(Utsunomiya Head Office)
1-25, Sakura 4-chome, Utsunomiya, Tochigi Prefecture

117.4 billion yen
April 1, 2008 (Change of tradename: October 1, 2016)
Stock exchange listing Tokyo Stock Exchange

E ! JOYO BANK

The Joyo Bank, Ltd.

%I ASHIKAGA BANK

The Ashikaga Bank, Ltd.

Founded July 30, 1935
Head Office  5-5, Minami-machi 2-chome, Mito, Ibaraki Prefecture
Paid in capital 85.1 billion yen

Network Domestic: 185 offices (153 branches, 32 sub-branches)
Overseas: 4 Representative Offices
(Shanghai, Singapore, New York, Hanoi)

Number of 3,213

Founded October 1, 1895
Head Office  1-25, Sakura 4-chome, Utsunomiya, Tochigi Prefecture
Paid in capital 135 billion yen

Network Domestic: 134 offices (107 branches, 27 sub-branches)
Overseas: 2 Representative Offices
(Hong Kong, Bangkok)

Number of 2,619

Financial Group

Mebuki Lease Co., Ltd.

employees* employees*
Credit ratings A+ (R&) Credit ratings A+ (R&)
A3 (Moody’s)
¥ o
MEBUKI MEBUKI LEASE MEBUKI MEBUKI SECURITIES

Financial Group

Mebuki Securities Co., Ltd.

Founded September 25, 1974

Head Office  4-12, Minami-machi 3-chome, Mito, Ibaraki Prefecture
Paid in capital 100 million yen

Network 11 offices (Head Office, 10 branches)

Number of 64
employees

Founded November 30, 2007
Head Office  4-12, Minami-machi 3-chome, Mito, Ibaraki Prefecture
Paid in capital 3 billion yen

Network 7 offices (Head Office, 3 branches, 3 resident offices)
Number of 71
employees

\.’
MEBUKI MEBUKI CREDIT GUARANTEE

Financial Group

Mebuki Credit Guarantee Co., Ltd.

\.’
MEBUKI MEBUKI CARD

Financial Group

Mebuki Card Co., Ltd.

Founded December 21,1978

Head Office  1-25, Sakura 4-chome, Utsunomiya, Tochigi Prefecture
Paid in capital 50 million yen

Network 2 offices (Head Office and Mito Office)

Number of 22
employees

Founded August 30, 1982

Head Office  4-12, Minami-machi 3-chome, Mito, Ibaraki Prefecture
Paid in capital 100 million yen

Network 2 offices (Head Office, 1 branch)

Number of 41
employees

Other businesses 8 consolidated subsidiaries (Research, consulting, investment, real estate leasing, etc.)

*Number of employees excludes employees seconded.
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Overseas Representative y/s

Organization

Corporate Data

—

Shanghai Representative Office,
Joyo Bank

Room 1901, Shanghai International Trade
Centre, 2201 Yan An Road (West),
Shanghai 200336 -
P. R. China

+86-21-6209-0258

(as of July 4, 2022)

New York Representative Office,
Joyo Bank

712 Fifth Avenue, 8th Floor

New York, NY 10019
U.S. A
+1-347-686-8420

Hanoi Representative Office,
Joyo Bank

5" Floor, Sun Red River,
23 Phan Chu Trinh Street,
Hoan Kiem District,
Hanoi Vietnam

+84-24-3218-1668

Representative Office Registered
in Singapore, Joyo Bank
10 Collyer Quay, #09-07A,
Ocean Financial Centre,

Singapore, 049315
+65-6225-6543

Bangkok Representative Office,
Ashikaga Bank

689, Bhiraj Tower at EmQuartier, 27" Floor,
Room No.2714, Sukhumvit Road,
Klongton-nua, Wattana,
Bangkok 10110 Thailand

+66-2-261-2852

T
b13

Hong Kong Representative Office,
Ashikaga Bank

Suite 1601, 16th Floor, Tower2,
The Gateway, Harbour City, Kowloon,
Hong Kong
+852-2251-9475

b
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Financial Group

Accounting Auditors

Corporate Governance
Committee

General Meeting of Shareholders

Board of Directors

Cooperate

PUENNNNNYY  Audit and Supervisory Committee
Consult/
Report [

(Audit)
Compliance Committee § Management Meeting [l ALM/Risk Management Committee [l Sustainability Committee !
9 "9 l g ‘ usiainaoity l Audit Department
. Oversight Group
Group Strategy Committee i:Operational Audit Group

(Corporate n|1anagement) (Business management)

Audit and Supervisory Committee Office

(Businelss plan) (System mrllnagement) (Regional re!vitalization)

Corporate Planning [ Corporate Management

Department

Business Management
Department

System Management
Department

Regional Revitalization

Department Department

Risk Management Group |—Management Group |—Management Group |—Regional Revitalization Group
Compliance and Legal Group

Personnel Group

General Affairs Group

Basel Unit

—Planning Group

—DX Management Group
—Sustainability Management Group
—Accounting Group
—Executive Secretariat Group
—Tokyo Office

—Public Relations Office

Stock Information s of March 31, 2022)

Capital and number of issued shares

117,495,550,000 yen

Number of issued stock 1,089,055,218 shares
of which, common stock  1,089,055,218 shares

Common stock

Major shareholders
Mebuki Financial Group Joyo Bank

Number of  Shareholding ratio to
shares held  the total number of

Number of  Shareholding ratio to
shares held  the total number of
(thousand shares) issued stock (%)

(thousand shares) issued stock (%)

The Master Trust Bank of Japan, Ltd. (Trust Account) 164,043 15.19 Mebuki Financial Group, Inc. 722,910 100.00
Custody Bank of Japan, Ltd. (Trust Account) 60,240 5.57

Nomura Securities Co., Ltd. 46,574 4.31 Ashikaga Bank

Nippon Life Insurance Company 27,590 2.55 Number of - Shareholding ratio to

shares held  the total number of

STATE STREET BANK AND TRUST COMPANY 505223 25,658 2.37 (thousand shares)  issued stock (%)
Sompo Japan Insurance Inc. 22,660 2.09 Mebuki Financial Group, Inc. 1,340,520 100.00
Sumitomo Life Insurance Company 21,659 2.00
The Dai-ichi Life Insurance Company, Limited 15,958 1.47
Meiji Yasuda Life Insurance Company 15,864 1.46
STATE STREET BANK WEST CLIENT-TREATY 505234 12,324 1.14

Total 412,574 38.20
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Financial Data

Consolidated Balance Sheet

March 31,2022  Mebuki Financial Group, Inc. and Consolidated Subsidiaries

Thousands of

U.S. Dollars
Millions of Yen (Note 1)
2022 2021 2022

ASSETS
Cash and due from DanKS (NOE 3).......cuovrriiiiiiiii e
Call loans and bills bOUGNT ........ccoviiiiiiiii
Monetary claims bought ...............
Trading assets (Note 4) .................
Money held in trust (NOte 5) ......cvvveviiiiiiicicicecas
Securities (Notes 4, 10, 11, and 22) ......ccovviiiiicinnnnn,
Loans and bills discounted (Notes 7, 11, 22, and 26)
Foreign exchanges (NOE 7) ......covveviiieieineseincacnnas
Lease receivables and investments in lease (Note 21)
Other assets (NOtES 11 @Nd 23) .....cvoviviiiiiiie e
Tangible fixed asSets (NOTE 8).......vvvvrierireiiicieccciee s
Intangible fixed assets (Note 9).............
Asset for retirement benefits (Note 13)..
Deferred tax aSSets (NOE 20) .....oviviiiiiiiiiieieieiese s
Customers’ liabilities for acceptances and guarantees (Note 10)........cccccvviviviviriirene,
AlIOWANCE TOr 10BN I0SSES ...
Allowance for investment losses.....

LIABILITIES AND EQUITY
LIABILITIES:
DepoSits (NOTES 11 NG 22) .....vviiiiiiiceese s
Negotiable certificates of deposit (NOTE 22)........covviiiiiioiiiiiiisecscee e
Call money and DillS SOIA .....veveviiiiriiiccc s
Payables under repurchase agreements (Note 11)............
Payables under securities lending transactions (Note 11) ..
Trading abilitiesS........ccovvveiiiriiiicc e
Borrowed money (Notes 11, 12, and 22)..........ccovevevvnee.
FOreign EXChaNQgES........cvveviiieiiieiiese s
DUE 10 TUSE ACCOUNT ...
Other ADIIHIES ©.vv.vivivvi e
Provision for bonuses for directors
Liability for retirement benefits (NOtE 13) ....cvvvviiieiiiccecc s
Provision for retirement benefits for direCtors..........ccvveviviviiiiiiiciieccec e
Provision for reimbursement of deposits............c.cccccvrnnas
Provision for contingent 10SSeS .........c.ccovvvveiviiveierierinnn,
Provision for point card certificates
Provision for losses on interest repayments
Reserves under special [aws. ..o
Deferred tax liabilitieS (NOtE 20) .......covviviiiiiiiii i
Deferred tax liabilities for land revaluation (NOe 8).........ccovvviviiviviiiiiiiiiiiiiiciii
Negative goodwill
Acceptances and guarantees (NOtE 10).......c.ovirrriiiiiiiie s
TOtAl TADIIEIES ...

EQUITY (Notes 14 and 15):
Common stock
Capital surplus
Stock acquisition rights
REtaiNEd BAMINGS. .. ..iviviv ittt
TIBASUIY STOCK. ..ttt ettt

Unrealized gains on available-for-sale securities (Note 6)
Deferred gains on derivatives under hedge accounting (Note 23)..........cccovvaen.
Land revaluation SUrpIUS (NOTE 8) ........cvviiiiiiieieicesss e
Defined retirement benefit plans (Note 13)..................
Total accumulated other comprehensive income.....
Total QUILY.....covveieieece e

See notes to consolidated financial statements.
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¥ 7,270,668

¥ 6,425,755

$ 59,410,591

6,507 6,809 53,171
10,611 11,649 86,710
4,589 12,425 37,502
2,027 1,970 16,565
4,682,301 4,333,243 38,260,352
11,737,377 11,638,376 95,909,275
17,220 9,594 140,716
65,325 67,153 533,791
243,257 205,854 1,987,726
102,802 107,412 840,026
15,396 18,127 129,897
32,462 31,189 265,261
2,237 1,269 18,280
26,044 26,340 212,817
(93,800) (81,993) (766,472)
@) () (72)
¥24125520  ¥22,335,169 $197,136,137
¥16,825,736  ¥16,223,652 $137,487,631
310,724 291,417 2,539,014
1,044,954 952,917 8,538,606
148,165 130,255 1,210,697
826,826 620,749 6,756,219
343 1,024 2,803
3795700 3,394,050 31,015,692
4,390 905 35,873
3,046 2,307 24,897
154,855 142,277 1,265,368
281 255 2,297

324 249 2,654

24 25 198

2,183 2,460 17,842
2,349 1,994 19,197

508 466 4,156

8 11 70

2 2 21

11,339 35,403 92,657
7,936 8,626 64,853

711 869 5,811
26,044 26,340 212,817
23,166,457 21,336,262 189,299,372
117,495 117,495 960,088
125,692 148,531 1,027,064
130 161 1,069
602,694 570,981 4,924,778
(2,357) (5,785) (19,262)
91,550 148,013 748,083
6,734 388 55,032
11,944 13,497 97,602
5,177 5,622 42,310
115,407 167,522 943,027
950,063 998,906 7,836,764
¥24,125,520  ¥22,835,169 $197,136,137

Consolidated Statement of Income

Year Ended March 31,2022 Mebuki Financial Group, Inc. and Consolidated Subsidiaries

Thousands of
U.S. Dollars

Millions of Yen (Note 1)
2022 2021 2022
INCOME:
Interest income:
Interest on 10ans and AiSCOUNTS .......c.ooviveiiiiiiiecc e ¥106,411 ¥108,277 $ 869,521
Interest and dividends 0N SECUMLIES .........cooviviiiiiiiiccceceee e 44,994 45,864 367,663
Interest on call loans and bills DOUGNT .........cvovviiiiiic e 8 16 67
Interest on deposits With DANKS ...........cccoovviiiiiiicc e, 6,634 1,558 54,216
Other INBrESt INCOME ...vvvvivivcieer e 112 426 3,372
TTUST TBES. ..ttt 45 38 31
FEES and COMMISSIONS........ceiviririiririt ittt 54,498 52,833 445,321
Trading iNCOME .....vcviviviriiiee e 4,532 4,252 37,035
Other 0perating INCOME..........vviiiiiii s 3,190 2,254 26,066
Other INCOME (NOLE 17) ....veviiieiicee e 47,623 59,347 389,141
TOTAl INCOME ... 268,351 274,870 2,192,773
EXPENSES:
Interest expenses:
INTErESt ON UEPOSIES ..ot 772 1,600 6,310
Interest on negotiable certificates of depoSIt.........cccoovviririiiiiiiiie 15 40 123
Interest on call money and billS SOIT ...........covviiiiiiiiie (192) (36) (1,572)
Interest on payables under repurchase agreements ..........ccocevveveveveveieineeieinenenen, (80) 166 (654)
Interest on payables under securities lending transactions ............cccceevvvevveiininnnn 488 445 3,993
Interest on borrowing and rediSCOUNES ..........cvveveiieiiiieieeeeeee e 173 1,414 1,417
[NTErEST ON DONUS.......viv e — 18 —_
Other INTEreSt BXPENSES ......vveveveieeieet ettt 2,235 2,325 18,264
FEES and COMMISSIONS. .....c.cvivirieririiiereet et 14,235 14,179 116,318
Other 0PErating BXPENSES.........cviiiiiirererete e 8,517 7,322 69,597
General and administrative expenses (NOte 18)........ccovvviiiiiiiiiiiies 114,624 115,763 936,627
Provision of allowance for 10an 10SSES ..........cvvvviiiiriieieieeceieee e 18,619 19,116 152,147
Other expenses (NOE 19).......oiiiiii s 48,189 60,314 393,766
TOMAl BXPEINSES ...c.vivviviiitieeeet ettt 207,597 222,670 1,696,336
INCOME BEFORE INCOME TAXES .......cocviviiiiiiieiee e 60,754 52,199 496,438
INCOME TAXES (Note 20):
CUITEBNT 1.ttt ettt b bbb 21,581 21,527 176,352
DEBITEA. ... (3,786) (5,806) (30,937)
TOtAl INCOME TAXES ... 17,795 15,720 145,415
NET INCOME ..ottt 42,958 36,478 351,023
NET INCOME ATTRIBUTABLE TO OWNERS OF THE PARENT ........ccvviiiiicicc, ¥ 42,958 ¥ 36,478 $ 351,023
Yen U.S. Dollars
PER SHARE OF COMMON STOCK (Note 16):
BASIC EPS......oiiccccee s ¥38.96 ¥31.45 $0.32
Diluted EPS 38.95 31.43 0.32
Cash dividends applicable to the year (NOte 14)........cccovvvveiiiiviiiiicecceee 11.00 11.00 0.09

See notes to consolidated financial statements.

Consolidated Statement of Comprehensive Income

Year Ended March 31,2022  Mebuki Financial Group, Inc. and Consolidated Subsidiaries

Thousands of
U.S. Dollars

Millions of Yen (Note 1)
2022 2021 2022

NET INCOME ¥ 42,958 ¥ 36,478 $ 351,023
OTHER COMPREHENSIVE INCOME (LOSS) (Note 24):

Unrealized gains (losses) on available-for-sale SECUNHES .........c.ccovvviiiiiiiiiiiiiiiin, (56,463) 78,192 (461,380)

Deferred gains on derivatives under hedge accounting..........cccecervvveervisierniniieriinenns 6,346 1,457 51,860

Defined retirement DENEfit PIANS .........c.ovoveviviiiiiccccc s (444) 13,219 (3,633)

Total other comprehensive income (10sS) (50,561) 92,869 (413,153)
COMPREHENSIVE INCOME (LOSS) ...ttt ¥ (7,603) ¥129,347 $ (62,130)
TOTAL COMPREHENSIVE INCOME (LOSS) ATTRIBUTABLE TO:

OWNErS Of the PATBNT ... s ¥ (7,603) ¥129,347 $ (62,130)

See notes to consolidated financial statements.
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Consolidated Statement of Changes in Equity

Year Ended March 31,2022 Mebuki Financial Group, Inc. and Consolidated Subsidiaries

Millions of Yen

Accumulated Other Comprehensive Income

Unrealized Deferred Gains
Gains (Losses)  (Losses) on

Consolidated Statement of Cash Flows

Year Ended March 31,2022 Mebuki Financial Group, Inc. and Consolidated Subsidiaries

Thousands of

Common Stock on Available-  Derivatives Land Defined
Stock Capital Acquisition Retained Treasury for-Sale under Hedge Revaluation  Retirement Total
(Note 14) Surplus Rights Earnings Stock Securities Accounting Surplus Benefit Plans Total Equity
BALANCE, APRIL 1, 2020.. ¥117,495 ¥148,549 ¥248 ¥547,270 ¥(5,970) ¥ 69,821 ¥(1,068) ¥13,485 ¥(7,597) ¥ 74641 ¥882,235
Cash dividends . (12,755) (12,755)
Net income attributable to owners of
the parent.......c.ccccvvvvieeniicieninnns 36,478 36,478
Decrease due to change in scope of
consideration.... 0) 0)
Purchase of treasury stocl 0) 0)
Disposal of treasury stock ... . (18) 185 166
Reversal of land revaluation surplus..... (11) (11)
Net changes during the fiscal year....... (86) 78,192 1,457 1 13,219 92,880 92,794
Total changes during the fiscal yeal (18) (86) 23,710 184 78,192 1,457 1 13,219 92,880 116,671
BALANCE, MARCH 31, 2021 ¥117,495 ¥148,531 ¥161 ¥570,981 ¥(5,785)  ¥148,013 ¥ 388 ¥13,497 ¥ 5,622  ¥167,522 ¥998,906
Millions of Yen
Accumulated Other Comprehensive Income
Unrealized Deferred Gains
Gains (Losses)  (Losses) on
Common Stock on Available-  Derivatives Land Defined
Stock Capital Acquisition Retained Treasury for-Sale under Hedge Revaluation  Retirement Total
(Note 14) Surplus Rights Earnings Stock Securities Accounting Surplus Benefit Plans Total Equity
BALANCE, APRIL 1, 2021.......cc.ccvvvirirann. ¥117,495 ¥148,531 ¥161 ¥570,981 ¥ (5,785  ¥148,013 ¥ 388 ¥13,497 ¥5,622 ¥167,522 ¥998,906
Cumulative effects of changes in
accounting policies (366) (366)
Restated balance .. 117,495 148,531 161 570,614 (5,785) 148,013 388 13,497 5,622 167,522 998,539
Cash dividends . (12,431) (12,431)
Net income attributable to owners of
the parent 42,958 42,958
Purchase of treasury stocl (19,520) (19,520
Disposal of treasury stock ... (10) 121 110
Retirement of treasury stock. . (22,828) 22,828
Reversal of land revaluation surplus..... 1,553 1,563
Net changes during the fiscal year....... (31) (56,463) 6,346 (1,553) (444) (652,114) (62,145)
Total changes during the fiscal year (22,838) (31) 32,079 3,428 (56,463) 6,346 (1,553) (444) (652,114) (39,476)
BALANCE, MARCH 31, 2022 ¥117,495 ¥125,692 ¥130 ¥602,694 ¥ (2,357) ¥ 91,550 ¥6,734 ¥11,944 ¥5,177  ¥115,407  ¥959,063
Thousands of U.S. Dollar
Accumulated Other Comprehensive Income
Unrealized Deferred Gains
Gains (Losses)  (Losses) on
Common Stock on Available-  Derivatives Land Defined
Stock Capital Acquisition Retained Treasury for-Sale under Hedge Revaluation  Retirement Total
(Note 14) Surplus Rights Earnings Stock Securities Accounting Surplus Benefit Plans Total Equity
BALANCE, APRIL 1, 2021......ccovvverrinnan $960,088 $1,213,688 $1,323  $4,665642 § (47,279) $1,209,462 $ 3,173 $110,293 $45,943  $1,368,871 $8,162,334
Cumulative effects of changes in
accounting policies (2,997) (2,997)
Restated balance 960,088 1,213,688 1,323 4,662,645 47,279 1,209,462 3,173 110,293 45943 1,368,871 8,159,336
Cash dividends..........c.cccovvrvririnnnns (101,581) (101,581)
Net income attributable to owners of
the parent.......c.cccccevvvieciicseiennn, 351,023 351,023
Purchase of treasury stock... (159,508) (159,508)
Disposal of treasury stock.... (88) 989 901
Retirement of treasury stock................ (186,536) 186,536
Reversal of land revaluation surplus..... 12,691 12,691
Net changes during the fiscal year....... (254) (461,380) 51,860 (12,691) (3,633) (425,844) (426,098)
Total changes during the fiscal year-......... (186,624) (254) 262,133 28,017 (461,380) 51,860 (12,691) (3,633) (425,844) (322,572)
BALANCE, MARCH 31, 2022...........ccocevenn. $960,088 $1,027,064 $1,069 $4,924,778 $ (19,262) $ 748,083 $55,032 $ 97,602 $42,310 $ 943,027 $7,836,764

See notes to consolidated financial statements.
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U.S. Dollars
Millions of Yen (Note 1)
2022 2021 2022
OPERATING ACTIVITIES:
INCOME DEFOTE INCOME TAXES ... vttt ettt ettt ¥ 60,754 ¥ 52,199 $ 496,438
Adjustments for:
INCOME TAXES PAIG ... vevvees et ettt ettt et e ettt et et e b et et e b et et et et et et eees (19,893) (14,023) (162,556)
Depreciation and amortization... . 9,531 9,544 717,885
I D@ITNENE 10SS ..ttt ettt ettt ettt et e aeeeeaeeeeee 3,814 1,562 31,169
Amortization of Negative GOOAWIII................cevviiriiiiiiieic ettt (158) (158) (1,291)
Increase in AlloWaNCe fOr I0AN I0SSES ............c..eveeieeieie et eie ettt ee et 11,807 12,334 96,485
Decrease in allowance for INVESIMENT I0SS...............cveieieieeeie ettt 0) (283) (2)
Increase in provision for DONUSES fOr AIrECIOTS ............veviiieiiiie e 25 18 206
Increase in asset for retirement DENEFLS. ............cvcvviiiie e (1,082) (1,697) (8,847)
Decrease in liability for retirement DENEMILS. .............ooviieee oo, (2,916) (3,524) (23,835)
Decrease in provision for retirement benefits for directors . . (0) (12) 8)
Decrease in provision for reimbursemMent Of ABPOSIES ... ...vveeveeereereeeeeereerreeeeeeereereeereeerns (276) (414) (2,260)
Increase (decrease) in provision for CONtINGENT I0SSES ...........veveeeeeeereeeeee e 354 (147) 2,899
Increase in provision for point Card CEItIfICATES ..............eveeeereeeee et 4 14 342
Decrease in provision for INterest rePAYMENTS..............c.oveviiviireeeieeie e ee et (2) (1) (21)
Gains on fund management .. (158,462) (156,143) (1,294,838)
FINANCING BXPENSES ... s 3,412 5,975 27,881
LL0SSES TEIAEA 10 SECUIMHES ... evveeeseeveseeee et ete et te ettt et et ettt et et et et e etr e e 10,122 6,588 82,712
Losses (gains) 0N MONEY NEIL INTTUSL............vevereiririieecie ettt (57) 0 (467)
FOreign eXChaNGE GaINS .......vvvvreeee ettt et et e e e et b a e e e e e e (81,124) (37,917) (662,887)
Losses on disposal of fixed assets. 423 346 3,462
Net decrease in trading @SSELS ...........cvcvievreeieie e e ie ettt eee ettt ete et e et e e e 7,836 3,207 64,030
Net decrease in trading AbIlIES ...............c.eeveiiiieiiieiie ettt (681) (746) (5,569)
Net increase in loans and bills BISCOUNIEA ...............cveeovereeeeeeeeeee oo (99,000) (295,835) (808,961)
NEt INCTEASE IN ABPOSIS ... ..ottt ettt e et 602,083 1,466,994 4,919,786
Net increase in negotiable Certificates Of ABPOSIL ... ...c.vvveeirreeere e e e e e e e e e e e e e eieeeeerees 19,306 8,286 157,760
Net increase in borrowed money (excluding subordinated DOrroWiNgGS) ..............cvveveereveeereireeeen, 401,650 2,171,248 3,281,992
Net decrease (increase) in due from banks (excluding cash eqUIVaIENtS) ...............ccceevevvecvererienn, (3,349) 16,010 (27,368)
Net decrease in Call I0aNS................c.ccovveeiereeeerees e 1,340 12,144 10,954
Net increase in call money 109,947 843,231 898,407
Net increase in payables under securities lending tranSactions ................cccecveveveveeeieecrereeiens 206,076 405,201 1,683,907
Net decrease (increase) in foreign EXChANGES = @SSELS ............covevveeverieieeieieees e eeeeeeeeeeeens (7,626) 6,555 (62,318)
Net increase (decrease) in foreign exchanges - AbIlItIES.................covevveveeieriece e 3,484 (1,035) 28,475
Net decrease in lease receivables and investments in lease .. 1,827 556 14,936
Decrease in straight bonds - issuance and redemption.............coovveerveeeiieeeeeee e = (5,000) —
Net increase in due t0 trUSE ACCOUNE ............c.eeviiieeeeee ettt ettt 739 734 6,044
Proceeds from fund ManagemMeNT ..............oveereeoe oot 159,240 158,380 1,301,201
Payments fOr fINANCE ............cviiieiieiieiieee ettt ettt (3,551) (7,785) (29,019)
(0112 111 OO (3,498) 4,984 (28,587)
Total adjustments 1,171,384 4,609,195 9,571,699
Net cash provided by 0PErating ACHVIEIES ..............eoveeeeeeeeeee oottt ¥1,232,138 ¥4,661,394 $10,068,137
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Thousands of

U.S. Dollars
Millions of Yen (Note 1)
2022 2021 2022
INVESTING ACTIVITIES:
PUICHASES OF SECUIMHES ...ttt ettt ettt e ettt e ettt ¥(1,136,395) ¥(1,104,133) $ (9,285,795)
Proceeds from sales of securities........ 444,060 486,668 3,628,542
Proceeds from redemption of securities 340,041 514,238 2,778,574
INCrease in MONEY NI N TTUST........uuuussttieieiieiaebtae bt eenaeeeees — (2,002 —
Purchases of tangible fIXed @SSETS.......uuuviiiiiiiiiiiie et (3,824) (3,857) (31,251)
Proceeds from sales 0f tangible fIXEA ASSELS .......vvvvieesieiiiiieee s et et e e s ir e e s 672 429 5,497
Purchases of INtangible fIXed @SSELS ..........c.cevevieeririeeeeieee ettt (2,900) (3,571) (23,701)
(0T 1 ST TUPRTTPR (162) (161) (1,326)
Net cash USed in INVESHING ACHVIIES. ............eeveeeeeereee oot en e es (358,507) (112,389) (2,929,460)
FINANCING ACTIVITIES:
Repayments of subordinated borrowings... —_ (30,000) —_
Purchase of treasury stocks .............. (19,520) 0) (159,508)
Proceeds from sales of treasury stocks. 105 152 860
Cash dividends paid ........................ (12,431) (12,755) (101,581)
Net cash used in fINANCING ACHVIEIES ..............overeeeserete ettt ettt ettt e (31,846) (42,603) (260,228)
EFFECT OF EXCHANGE RATE CHANGES ON CASH AND CASH EQUIVALENTS ........covvivieicieeecine e (220) 22 (1,804)
NET INCREASE IN CASH AND CASH EQUIVALENTS ... .vvviiee ettt ettt e e ne e e e 841,563 4,506,424 6,876,645
CASH AND CASH EQUIVALENTS, BEGINNING OF YEAR .......ovtiieiee et 6,423,084 1,916,659 52,484,754
CASH AND CASH EQUIVALENTS, END OF YEAR (NOTE 3) ....vvvviivirescviees ettt ¥ 7,264,647 ¥ 6,423,084 $59,361,399

NONCASH INVESTING AND FINANCING ACTIVITIES:

Not applicable.

See notes to consolidated financial statements.
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Notes to Consolidated Financial Statements

Year Ended March 31,2022 Mebuki Financial Group, Inc. and Consolidated Subsidiaries

1. BASIS OF PRESENTATION

The accompanying consolidated financial statements of Mebuki Financial Group,
Inc. (the “Company”) and its consolidated subsidiaries (together, the “Group”)
have been prepared in accordance with the provisions set forth in the Japanese
Financial Instruments and Exchange Act and its related accounting regulations, in
accordance with the Enforcement Regulation for the Banking Act, and in accor-
dance with accounting principles generally accepted in Japan (“Japanese
GAAP”), which are different in certain respects as to the application and disclo-
sure requirements of International Financial Reporting Standards.

In preparing these consolidated financial statements, certain reclassifica-
tions and rearrangements have been made to the consolidated financial state-
ments issued domestically in order to present them in a form which is more
familiar to readers outside Japan. In addition, certain reclassifications have been
made in the 2021 consolidated financial statements to conform to the classifica-
tions used in 2022.

The consolidated financial statements are stated in Japanese yen, the cur-
rency of the country in which the Company is incorporated and operates. The
translations of Japanese yen amounts into U.S. dollar amounts are included sole-
ly for the convenience of readers outside Japan and have been made at the rate
of ¥122.38 to $1, the approximate rate of exchange at March 31, 2022. Such
translations should not be construed as representations that the Japanese yen
amounts could be converted into U.S. dollars at that or any other rate.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
a. Consolidation — The consolidated financial statements as of March 31,
2022, include the accounts of the Company and its 14 significant subsidiaries.

Ashigin Money Design Ltd. was included in the scope of consolidation since
The Ashikaga Bank, Ltd. established the wholly owned subsidiary on July 15,
2021.

The Company acquired all shares of Joyo Credit Co., Ltd. from The Joyo
Bank, Ltd. and all shares of Ashigin Card Co., Ltd. from The Ashikaga Bank, Ltd.
through a dividend in kind, and Joyo Credit and Ashigin Card merged and
changed the surviving company’s trade name to Mebuki Card Co., Ltd. on April
1,2021.

Under the control and influence concepts, those companies in which the
Company, directly or indirectly, is able to exercise control over operations are ful-
ly consolidated.

All consolidated subsidiaries have a fiscal year ending on March 31, which
is the same as the fiscal year of the Company.

The consolidated financial statements as of March 31, 2022, do not include
the accounts of 11 subsidiaries because the total assets, total income, net in-
come, retained earnings, and accumulated other comprehensive income of those
entities would not have had a material effect on the consolidated financial state-
ments.

Ibaraki Warehouse Ltd. is not treated as a subsidiary even though the Group
owns more than 50% of its voting rights, because the Company’s unconsolidated
subsidiary in the investment business held its shares for the purpose of growing
the investee’s business, and not for the purpose of controlling the entity.

The consolidated financial statements as of March 31, 2022, do not apply
to the equity method of accounting of 11 unconsolidated subsidiaries and four
associated companies because the net income, retained earnings, and accumu-
lated other comprehensive income of those entities would not have had a materi-
al effect on the consolidated financial statements.

All significant intercompany balances and transactions have been eliminated
on consolidation. All material unrealized profit included in assets resulting from
transactions within the Group is also eliminated.

Negative goodwill represents the difference between the cost of an acquisi-
tion and the fair value of the net assets of the acquired subsidiary at the date of
acquisition. Negative goodwill incurred before March 31, 2010, is amortized us-
ing the straight-line method over 20 years.
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b. Business Combinations — Business combinations are accounted for using
the purchase method. Acquisition-related costs, such as advisory fees or profes-
sional fees, are accounted for as expenses in the periods in which the costs are
incurred. If the initial accounting for a business combination is incomplete by the
end of the reporting period in which the business combination occurs, an acquir-
er shall report in 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 infor-
mation obtained about facts and circumstances that existed as of the acquisition
date and that would have affected the measurement of the amounts recognized
as of that 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 acqui-
sition date after reassessing and confirming that 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 interest in a subsidi-
ary might change if the parent purchases or sells ownership interests in its sub-
sidiary. The carrying amount of noncontrolling interest is adjusted to reflect the
change in the parent’s ownership interest in its subsidiary, while the parent re-
tains its controlling interest in its subsidiary. Any difference between the fair val-
ue of the consideration received or paid and the amount by which the
noncontrolling interest is adjusted is accounted for as capital surplus as long as
the parent retains control over its subsidiary.

¢. Trading Assets and Trading Liabilities — Transactions for “trading purpos-
es” (seeking to capture gains arising from short-term changes in interest rates,
currency exchange rates, market prices of securities, and other market-related
indices or from arbitrage between markets) are valued at market or fair value and
have been included in trading assets and trading liabilities on a trade-date basis.
Gains or losses on such trading transactions are reflected as trading income or
trading expenses in the consolidated statement of income.

Among the trading assets and liabilities, securities and monetary claims are
carried at market value as of the consolidated balance sheet date. Derivatives,
including swaps, futures, and options, are valued assuming settlement on the
consolidated balance sheet date.

Trading income or trading expenses include interest received or paid during
the fiscal year. The year-on-year valuation differences of securities and monetary
claims are also recorded in the above-mentioned accounts. As for the deriva-
tives, assuming that the settlement will be made in cash, the year-on-year valua-
tion differences are also recorded in the above-mentioned accounts.

d. Securities — Securities are classified and accounted for, depending on man-
agement’s intent, as follows:
(1) Held-to-maturity debt securities, which are expected to be held to maturity
with the positive intent and ability to hold to maturity, are stated at amortized
cost using the straight-line method.
(2) Investments in unconsolidated subsidiaries that are not accounted for by
the equity method are stated at cost determined by the moving-average meth-
od.
(3) Available-for-sale securities are stated at fair value with unrealized gains
and losses, net of applicable taxes, reported in a separate component of equi-
ty. Securities without readily available market prices are stated at cost deter-
mined by the moving-average cost method.
For other-than-temporary declines in fair value, securities are reduced to
net realizable value by a charge to income.

e. Tangible Fixed Assets — Tangible fixed assets (except for leased assets) are
stated at cost, less accumulated depreciation. Depreciation of tangible fixed as-
sets owned by the consolidated banking subsidiaries is computed by the straight-
line method.



The range of useful lives is from 3 to 50 years for buildings and from 3 to
20 years for other tangible fixed assets.

Depreciation of tangible fixed assets owned by other subsidiaries is mainly
computed by the declining-balance method in estimated useful lives.

Depreciation of leased assets from finance lease transactions that do not
deem to transfer ownership of the leased property to the lessee is computed us-
ing the straight-line method over the respective lease periods. The residual value
of leased assets is determined using the guaranteed residual value indicated on
the lease contracts where provided; otherwise, they have a nil residual value.

f. Intangible Fixed Assets — Amortization of intangible fixed assets is comput-
ed by the straight-line method. The cost of computer software obtained for inter-
nal use is amortized principally using the straight-line method over the estimated
useful lives of mainly five years.

g. Long-Lived Assets — The Group reviews its long-lived assets for impairment
whenever events or changes in circumstances indicate the carrying amount of an
asset or asset group may not be recoverable. An impairment l0ss is recognized if
the carrying amount of an asset or asset group exceeds the sum of the undis-
counted future cash flows expected to result from the continued use and eventu-
al disposition of the asset or asset group. The impairment loss would be
measured as the amount by which the carrying amount of the asset exceeds its
recoverable amount, which is the higher of the discounted cash flows from the
continued use and eventual disposition of the asset or the net selling price at dis-
position.

h. Allowance for Loan Losses — The consolidated banking subsidiaries have
provided an allowance for loan losses, which is determined based on manage-
ment’s judgment and assessment of future losses based on the write-offs and
provisions standards. These systems reflect past experience of credit losses;
possible credit losses; business and economic conditions; the character, quality,
and performance of the portfolio; value of collateral or guarantees; and other
pertinent indicators.

The quality of all loans performed by the business offices is reviewed by the
credit-related divisions in the headquarters and then independently examined by
the Internal Audit division based on the self-assessment of asset quality stan-
dards.

The classification of borrowers (six categories: normal borrowers; borrowers
requiring caution excluding borrowers requiring monitoring; borrowers requiring
monitoring; possible bankruptcy; virtual bankruptcy; and legal bankruptcy) is de-
termined in accordance with self-assessment standards prescribed by the Group
to evaluate the credit losses on loans.

For claims on borrowers that have entered into bankruptcy, special liquida-
tion proceedings, or similar legal proceedings (“legal bankruptcy”), or borrowers
that are not legally or formally insolvent but are regarded as substantially in the
same situation (“virtual bankruptcy”), an allowance is provided based on the
amount of claims, after the write-offs as stated below, net of the expected
amount of recoveries from collateral and guarantees.

For claims on borrowers that are not currently bankrupt, but are likely to be-
come bankrupt in the future (“possible bankruptcy”), an allowance is provided in
the amount deemed necessary based on an overall solvency assessment of the
claims, net of the expected amount of recoveries from collateral and guarantees.

For claims on borrowers whose loans are classified as “restructured loans”
over a certain amount, for which future cash flows from the collection of principal
and interest are reasonably estimated, an allowance is provided for the difference
between the present value of expected future cash flows discounted at the con-
tracted interest rate and the carrying value of the claims based on the discounted
cash flow method.

For other claims, an allowance is provided, mainly based on expected loan
losses for the next three years for claims requiring special caution (“requiring
monitoring”) in whole or in part among claims against borrowers requiring cau-
tion in future management, such as borrowers with unreasonable loan terms,
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borrowers with questionable performance, borrowers with weak or unstable busi-
ness conditions, or borrowers with unfavorable financial conditions (“requiring
caution”), and expected loan losses for the next one year for claims against bor-
rowers other than requiring monitoring and claims against borrowers with good
business conditions and no particular financial problems (“normal”). Expected
loan losses are computed using the average historical loan loss ratio of the past
one year to three years. Where necessary, the expected loan losses are modified
for possible future scenarios.

For collateralized or guaranteed claims of borrowers who are in “virtual
bankruptcy” or “legal bankruptcy,” the amount exceeding the estimated value of
collateral or guarantees has been deducted as deemed uncollectible directly from
those claims. As of March 31, 2022 and 2021, the deducted amounts were
¥23,953 million ($195,727 thousand) and ¥29,627 million, respectively.

Other consolidated subsidiaries determine allowances for loan losses that
are provided for general claims at an amount based on the actual historical rate
of loan losses and for specific claims (from potentially bankrupt customers and
other) at an estimate of the amounts deemed uncollectible based on the respec-
tive assessments.

i. Allowance for Investment Losses — Allowance for investment losses is pro-
vided at the amount deemed necessary to cover estimated possible losses on
certain type of nonmarketable investments.

J. Provision for Bonuses for Directors — Provision for bonuses for directors
(including executive officers) is provided in the amount of the estimated bonuses
that are attributable to each fiscal year.

k. Retirement Benefits for Employees — The Group accounts for the liability
for retirement benefits based on the projected benefit obligations and the fair val-
ue of plan assets at the consolidated balance sheet date. The projected benefit
obligations are attributed to periods on a benefit formula basis. Actuarial gains
and losses and past service costs that are yet to be recognized in profit or loss
are recognized within equity (accumulated other comprehensive income) after
adjusting for tax effects and are recognized in profit or loss from the next year of
incurrence and the year of incurrence, respectively, by the straight-line method
over a period (mainly 10 years) no longer than the expected average remaining
service period of the employees.

1. Provision for Retirement Benefits for Directors — Provision for retirement
benefits for directors, which is provided for payments of retirement benefits to di-
rectors, is recorded in the amount deemed accrued at the fiscal year end date
based on the estimated amount of benefits.

m. Provision for Reimbursement of Deposits — Provision for reimbursement
of deposits, which were derecognized as liabilities under certain conditions, is
provided for possible losses on future claims and is calculated based on the his-
torical reimbursement experience.

n. Provision for Contingent Losses — Provision for contingent losses is pro-
vided for possible loan losses guaranteed by the credit guarantee corporations in
an amount deemed necessary based on estimated losses in the future, calculat-
ed using historical default rates after exclusion of contingent losses covered by
other reserves.

0. Provision for Point Card Certificates — Provision for point card certificates,
which is provided for the future use of points granted to customers under credit
card points program, is calculated by converting the outstanding points into a
monetary amount and rationally estimating and recognizing the amount that will
be redeemed in the future.

p. Provision for Losses on Interest Repayments — Certain consolidated sub-
sidiaries provide a provision for losses on interest repayments in an amount
deemed necessary based on estimated amounts to be repaid, taking into account
historical records of interest repayments on the portion of loans whose interest
rates exceeded the maximum interest rate stipulated by the Interest Limitation
Law.

q. Reserves under Special Laws — Reserves under special laws are provided
for contingent liabilities incurred by an accident in relation to the sales and pur-
chase or other transactions of securities, which are amounted to ¥2 million ($21
thousand) and ¥2 million as of March 31, 2022 and 2021, respectively, pursuant
to Article 46-5-1 of the Financial Instruments and Exchange Act and ltem 175 of
the related cabinet order.

r. Stock Options — Compensation expense for employee stock options is rec-
ognized based on the fair value at the date of grant and over the vesting period
as consideration for receiving goods or services. In the consolidated balance
sheet, the stock option is presented as a stock acquisition right as a separate
component of equity until exercised.

s. Stock Issuance Costs — Stock issuance costs are charged to income as in-
curred.

t. Leases — As a lessor, finance leases that are not deemed to transfer owner-
ship of the leased property to the lessee are recognized as investments in leases.

Income and expenses are recognized when lease receivables are collected
as for finance lease transactions that do not transfer ownership of the property.

As for finance lease transactions that do not transfer ownership of the
leased property and which commenced prior to April 1, 2008, in line with the
stipulations of Item 81 of the Guidance on Accounting Standard for Lease Trans-
actions (Accounting Standards Board of Japan(ASBJ) Guidance No. 16, March
25, 2011), book value (after deduction of accumulated depreciation) of lease as-
sets included in tangible fixed assets and intangible assets as of the previous
consolidated balance sheet date (March 31, 2008) was recorded as the initial
balance of “Lease receivables and investments in lease.”

u. Income Taxes — The provision for income taxes is computed based on the
pretax income included in the consolidated statement of income. The asset and
liability approach is used to recognize deferred tax assets and liabilities for the
expected future tax consequences of temporary differences between the carrying
amounts and the tax bases of assets and liabilities. Deferred taxes are measured
by applying currently enacted income tax rates to the temporary differences.

The Group files a tax return under the consolidated taxation system, which
allows companies to base tax payments on the combined profits or losses of the
parent company and its wholly owned subsidiaries.

Pursuant to the transitional treatment of the Item 3 of “Practical Solution on
the Treatment of Tax Effect Accounting for the Transition from the Consolidated
Taxation System to the Group Tax Sharing System” (ASBJ Practical Issues Task
Force (PITF) No. 39, March 31, 2020), which is prescribed after the institution of
the “Act on Partial Revision of the Income Tax Act” (Act No. 8 of 2020) which is
the law revising the nonconsolidated tax system, the Group records the amounts
of deferred tax assets and deferred tax liabilities on the related items in accor-
dance with the provisions of the previous tax law, not applying 44 of “Partial
Amendments to Accounting Standard for Tax Effect Accounting” (ASBJ State-
ment No. 28, February 16, 2018).

v. Translation of Foreign Currencies — Assets and liabilities denominated in
foreign currencies are translated at exchange rates prevailing as of the consoli-
dated balance sheet date.
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w. Derivatives and Hedging Activities — Derivative financial instruments are
classified and accounted for as follows: (@) all derivatives, except those entered
into for hedging purposes, are recognized as either assets or liabilities and mea-
sured at fair value, with gains or losses on derivative transactions recognized in
the consolidated statement of income, or (b) for derivatives used for hedging pur-
poses, if the derivatives qualify for hedge accounting because of high correlation
and effectiveness between the hedging instruments and the hedged items, gains
or losses on the derivatives are deferred until maturity of the hedged transactions
(deferral hedge accounting).

The consolidated banking subsidiaries apply deferral hedge accounting
based on the rules of the Japanese Institute of Certified Public Accountants (JIC-
PA) Industry Audit Committee Report No. 24, “Accounting and Auditing Treat-
ments on the Application of Accounting Standards for Financial Instruments in
the Banking Industry,” for interest rate derivatives to manage interest rate risk
from various financial assets and liabilities, as a whole. Under these rules, the ef-
fectiveness of a fair value hedge is assessed by an identified group of hedge de-
posits, loans, and similar instruments and by a corresponding group of hedging
instruments, such as interest rate swaps in the same maturity category. Also,
under these rules, the effectiveness of cash flow hedges is assessed based on
the correlation between a base interest rate index of the hedged cash flow and
that of the hedging instrument.

The consolidated banking subsidiaries apply deferral hedge accounting
based on the rules of the JICPA Industry Audit Committee Report No. 25, “Ac-
counting and Auditing Treatments for Foreign Currency Transactions in the Bank-
ing Industry,” to currency swaps and funding swaps used for the purpose of
currency exchange. Under the deferral hedge accounting, hedged items are
identified by grouping the foreign currency-denominated financial assets and lia-
bilities by currencies and designating derivative transactions, such as currency
swap transactions and foreign exchange swaps, as hedging instruments. Effec-
tiveness of derivative transactions, such as currency swap transactions and for-
eign exchange swap transactions, is reviewed by comparing the total foreign
currency position of the hedged items and the hedging instrument by currency.

One consolidated banking subsidiary applies individual deferral hedge ac-
counting to offset the price fluctuation of the strategic shares that are classified
under available-for-sale securities, using stock forward contracts as hedged
items. The hedge effectiveness of derivative transactions is reviewed by compar-
ing the changes in value of the hedged item and hedging instruments.

The consolidated banking subsidiaries apply individual deferral hedge ac-
counting and exceptional accrual method for interest rate swap to some assets
and liabilities.

X. Cash and Cash Equivalents — Cash and cash equivalents in the consolidat-
ed statements of cash flows represent cash and due from banks in the consoli-
dated balance sheets, excluding deposits with banks other than the Bank of
Japan, of the consolidated banking subsidiaries and exclude the time deposits of
the Company and the other consolidated subsidiaries.

y. Consumption Taxes — Consumption tax is excluded from transactions re-
ported by the Group. However, nondeductible consumption tax on tangible fixed
assets is charged to income as incurred.

z. Per Share Information — Basic net earnings per share (EPS) of common
stocks is computed by dividing net income attributable to common shareholders
by the weighted-average number of shares of common stock outstanding for the
period, retroactively adjusted for stock splits.

Diluted EPS reflects the potential dilution that could occur if securities were
exercised or converted into common stock. Diluted EPS of common stock as-
sumes full conversion of the outstanding convertible notes and bonds at the be-
ginning of the year (or at the time of issuance) with an applicable adjustment for
related interest expense, net of tax, and full exercise of outstanding warrants.



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

Accounting Change

(Accounting Standard for Fair Value Measurement)

ASBJ Statement No. 30, “Accounting Standard for Fair Value Measurement”(AS-
BJ, July 4, 2019; hereinafter “Accounting Standard for Fair Value Measurement”)
and related guidance have been applied from the beginning of the period ended
March 31, 2022. In accordance with Item 8 of the Accounting Standard for Fair
Value Measurement, the fair value adjustment method applied to determine the
fair value of derivatives was modified to use as much as possible observable in-
puts estimated by reference to derivatives and other instruments traded in the
market. This modification was made due to the application of the Accounting
Standard for Fair Value Measurement. In accordance with the transitional mea-
sures set forth in ltem 20 of the Accounting Standard for Fair Value Measure-
ment, the cumulative effect of retroactively applying the new accounting policy
prior to the beginning of the previous fiscal year was recognized as adjustments
to retained earnings at the beginning of the period ended March 31, 2022.

As a result, “Retained earnings” decreased by ¥366 million ($2,997 thou-
sand), “Trading assets” decreased by ¥234 million ($1,914 thousand), “Other
assets” decreased by ¥476 million ($3,897 thousand), “Trading liabilities” de-
creased by¥25 million ($208 thousand), “Other liabilities” decreased by ¥158
million ($1,296 thousand), “Deferred tax assets” increased by ¥160 million
($1,310 thousand), and “Total equity per share” decreased by ¥0.32 ($0 thou-
sand) at the beginning of the period ended March 31, 2022.

In accordance with transitional treatment stipulated in Item 19 of “Accounting
Standards for Fair Value Measurement” and ltem 44-2 of “Accounting Standard
for Financial Instrument,” (ASBJ Statement No.10, July 4, 2019), new account-
ing policies have been applied from the beginning of the period ended March 31,
2022. Due to the application, the measurement of the fair value of domestic
stocks and investment trusts in available-for-sale securities are changed from
the fair value method based on their average prices during the final month of fis-
cal year to the fair value method based on the market prices as of the consolidat-
ed balance sheet date.

Other than the above, breakdown by level of the fair value hierarchy of fi-
nancial instruments has been disclosed. However, in accordance with the transi-
tional treatment set forth in Item 7-4 of “Implementation Guidance on Disclosures
about Fair Value of Financial Instruments” (ASBJ Statement No. 19, July 4,
2021), that notes of the previous consolidated fiscal year were not disclosed.

Significant Accounting Estimates

Accounting estimates recorded in the consolidated financial statements for the
current fiscal year that may have a material impact on the consolidated financial
statements for the following fiscal year are as follows:

Allowance for loan losses
(i) Amounts recorded in the consolidated financial statements as of March 31,

2022 and 2021, were as follows:
Thousands of

Millions of Yen U.S. Dollars
2022 2021 2022
Allowance for loan 10SSes ..................... ¥93,800 ¥81,993 $766,472

(ii) Information of the consolidated financial statements with regard to the ac-
counting estimates
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(a) Calculating method
As calculation method is stated on “h. Allowance for loan losses” in NOTE
“2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES,” the classification
of borrowers (six categories: normal borrowers, borrowers requiring caution
excluding borrowers requiring monitoring, borrowers requiring monitoring,
possible bankruptcy; virtual bankruptcy; and legal bankruptcy) are deter-
mined in accordance with self-assessment standards prescribed by the
Group to prepare for credit losses on loans. In determining the classification
of borrowers, the Group considers the projections for changes in the per-
formance of the borrowers that are expected to be affected by COVID-19
spread and other factors. Allowance for loan losses is estimated in accor-
dance with the credit risk by estimating the expected loss amount based on
the actual historical rate of loan losses for each classification of the bor-
rowers determined as above.

(b) Significant assumptions

The classification of borrowers is determined by comprehensively consider-
ing various information such as the borrower’s past financial condition, the
repayment history, the future forecasts, and other qualitative information of
the borrowers.

Since the future forecast information includes the impact of COVID-19
and can be significantly affected by changes in the external environment,
the Group evaluates the information based on certain assumptions.

(c) Impact on the consolidated financial statements for the following fiscal year:
The assumptions used in determining the classification of borrowers are
uncertain, and changes in the situation of COVID-19 spread and the exter-
nal environment that may affect the borrower’s future performance could
increase or decrease the amount of loss and have a material impact on the
consolidated financial statements.

New Accounting Pronouncements

Accounting Standards for Fair Value Measurement

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

(i) Overview
Guidance for fair value measurement and disclosure of investment trusts, and
fair value disclosure of investments in partnership the net amount of which is
recorded in the consolidated balance sheets, have been introduced.

(i) Scheduled date of application
The Group applies these accounting standards from the beginning of the
fiscal year ending March 31, 2023.

(iii) Effects of application
The effect of applying these accounting standards is currently being exam-
ined.

“Practical Solution on the Accounting and Disclosure under the Group Tax
Sharing Systems”
(PITF No. 42, August 12, 2021)

(i) Overview
Accounting treatment and disclosure regarding corporation tax and local
corporation tax as well as tax effect accounting under the group tax sharing
system have been introduced.

(ii) Scheduled date of application
The Group applies these accounting standards from the beginning of the
fiscal year ending March 31, 2023.

(iii) Effects of application
The effect of applying these accounting standards is currently being exam-
ined.

3. CASH AND CASH EQUIVALENTS
The reconciliation of “Cash and cash equivalents” in the consolidated statements

of cash flows and “Cash and due from banks” in the consolidated balance sheets

as of March 31, 2022 and 2021, were as follows:

Thousands of

Millions of Yen U.S. Dollars
2022 2021 2022
Cash and due from banks................... ¥7,270,668 ¥6,425,755 $59,410,591
Deposits with banks of the consolidated
banking subsidiaries other than the
Bank of Japan...........cccococviiiinininns (6,020) (2,671) (49,192)
Cash and cash equivalents.................. ¥7,264,647 46,423,084  $59,361,399

4. TRADING SECURITIES AND SECURITIES Millions of Yen
The amounts shown in the following tables include “Securities,” trading securi- Unrealized  Unrealized ;
ties in “Trading assets,” and trust beneficiary right in “Monetary claims bought,” March 31,2021 _ (s (Gzfine Lo ___riiielue
as described in the consolidated balance sheet. Secunpes classified és'
Valuation differences recognized as income and expenses as of March 31, Ava|lablle—for—s§k'e. """""""" ¥3,936,277 ¥229,723  ¥18,044  ¥4,147,056
2022 and 2021, were as follows: Equity secu.r'|t|es ............... 126,326 142,514 3,032 265,807
Debt securities:................ 2,354,930 7,906 b424 2,357,413
Thousands of .
Millions of Yen U.S. Dollars Japanese national
2022 2021 2022 government bonds ..... 599,043 1,670 3,239 597,473
Trading SECUtES. ............c.vvvvrrvoor ¥(14) ¥8) $(120) Japanese local
government bonds ..... 1,024117 3,444 373 1,027,189
Securities as of March 31, 2022 and 2021, consisted of the following: Japanese corporate
Thousands of bonds......ccocviiiins 731,770 2,791 1,811 732,749
Millions of Yen U.S. Dollars Others: oo, 1,455,020 79,302 10,487 1,523,835
2022 2021 2022 Foreign bonds.............. 923,848 40,812 5,130 959,530
Japanese national government bonds ... ¥ 811,822 ¥ 656,315  $ 6,633,620 OthErSeeeomoo 531,172 38,489 5,357 564,304
Japanese local government bonds ...... 1,066,241 1,027,789 8,712,551 Held-to-maturity: ...........c...... 153,263 963 150 154,076
Japanese corporate bonds.................. 867,118 826,572 7,085,461 Japanese national
Japanese corporate stocks................. 258,262 269,909 2,110,336 government bonds.......... 58,841 3 9 58,835
Other SeCUrties ......coevvvvreerereiinn, 1,678,855 1,552,657 13,718,384 Japanese local
TORAl e ¥4682,301 ¥4333243 $38,260,352 government bonds......... 999 0 - 600
. ) » Japanese corporate
The cost and aggregate fair value of available-for-sale securities and DONGS oo 93,822 959 140 94,640
held-to-maturity securities as of March 31, 2022 and 2021, were as follows:
Millions of Yen Thousands of U.S. Dollars
Unrealized  Unrealized Unrealized  Unrealized
March 31, 2022 Cost Gains Losses Fair Value March 31,2022 Cost Gains Losses Fair Value
Securities classified as: Securities classified as:
Available-for-sale: ................ ¥4,352,411 ¥184,989  ¥56,058 ¥4,481,342 Available-for-sale: ................ $35,564,732 $1,511,599  $458,069 $36,618,262
Equity securities............... 122,610 133,737 2,160 254,187 Equity securities............... 1,001,882 1,092,808 17,657 2,077,034
Debt securities:................ 2,607,580 2,917 24,229 2,586,268 Debt securities:................ 21,307,247 23837 197,983 21,133,101
Japanese national Japanese national
government bonds ..... 768,689 683 15,366 754,006 government bonds ..... 6,281,166 5586 125565 6,161,188
Japanese local Japanese local
government bonds ..... 1,067,204 1,286 2,849 1,065,641 government bonds ..... 8720419 10,514 23284 8,707,648
Japanese corporate Japanese corporate
bonds......cccoveviviens 771,686 946 6,012 766,620 bonds......ccoceiiiiinas 6,305,661 1,131 49134 6,264,265
Others: ..o 1,622,220 48,334 29,668 1,640,886 Others: .....cccoeveeererirnn. 13,255,603 394954 242,429 13,408,128
Foreign bonds ............. 981,627 4,625 18,896 967,355 Foreign bonds ............. 8,021,142 37,793 154410 7,904,526
Others......cccveerernnn. 640,593 43,709 10,771 673,530 Others.....ccoceevrverennan 5,234,461 357,161 88,019 5503602
Held-to-maturity: .................. 158,914 191 695 158,410 Held-to-maturity: .................. 1,298,531 1,565 5683 1,294,414
Japanese national Japanese national
government bonds.......... 57,816 — 366 57,450 government bonds.......... 472,432 — 2,993 469,439
Japanese local Japanese local
government bonds.......... 599 [1} 0 599 government bonds.......... 4,903 0 2 4,900
Japanese corporate Japanese corporate
DONAS ... 100,497 191 328 100,360 DoNdS ... 821,196 1,565 2,687 820,074



Information for available-for-sale securities, which were sold during the
years ended March 31, 2022 and 2021, is as follows:

Millions of Yen

Realized Realized

March 31,2022 Proceeds Gains Losses
Available-for-sale:
Equity SECUrtIES ...c.cvovvveccce, ¥ 18,138 ¥6,354 ¥ 1,266
Debt SECUrities: ......oovverereiiiccecn, 144,027 609 1,275

Japanese national government bonds.... 143,623 607 1,275
Japanese local government bonds ...... — — —

Japanese corporate bonds.................. 404 2 —
OtNErS: oo 237,810 1,384 9,332
Foreign bonds..........ccocveeiiiiicininns 103,710 418 2,705
OtNETS .. 134,099 966 6,626

TOMAl oo ¥399,976  ¥8,348 ¥11,873

Millions of Yen

Realized Realized

March 31, 2021 Proceeds Gains Losses
Available-for-sale:
EQuity SECUMtIES ...ovvvveeceii e ¥ 24,696 ¥13,763 ¥ 464
Debt securities: ... .. 133,906 19 2,024
Japanese national government bonds.... 115,242 12 2,012
Japanese local government bonds ...... 16,685 3 12
Japanese corporate bonds.................. 1,977 4 —
Others: ..ccocevierec, 265,981 8,958 16,939
Foreign bonds. . 43,832 229 1,821
Others........ . 222,148 8,728 15117
TOtAl v ¥424,582  ¥22,741  ¥19,429

Thousands of U.S. Dollars

Realized Realized

March 31,2022 Proceeds Gains Losses
Available-for-sale:
Equity SECUMEIES ..., $ 148217  $51,922  $10,349
Debt SECUMtIES: .....voveveveieicce, 1,176,891 4,981 10,420

Japanese national government bonds.... 1,173,587 4,964 10,420
Japanese local government bonds ...... — — —

Japanese corporate bonds.................. 3,304 17 —
OtNErS: oo 1,943,211 11,312 76,256
Foreign bonds..........ccoveveviiiiiiieinnnnn. 847,449 3,416 22,105
OtNETS oo 1,095,762 7,896 54,151

TOtAl v $3,268,319  $68,215  $97,025

Marketable available-for-sale securities, whose fair value significantly de-
clined in comparison with the acquisition cost and whose fair value is not consid-
ered likely to recover to their acquisition cost, are written down and recognized
as impairment losses.

The impairment losses on marketable available-for-sale securities for the
years ended March 31, 2022 and 2021, were ¥286 million ($2,340thousand)
and ¥6,253 million, respectively.

Pursuant to “Practical Guidelines for Accounting for Financial Instruments”
(JICPA Accounting Committee Report No. 14, April 14, 2015), the criteria for de-
termining whether the fair value is “significantly declined” defined that securities
whose fair value has declined by 30% or more of the acquisition cost are
deemed to be impaired.

As of March 31, 2022 and 2021, securities included equity investments in
unconsolidated subsidiaries and associated companies of ¥0 million ($0 thou-
sand) and ¥9 million and capital subscriptions of ¥4,630 million ($37,838 thou-
sand) and ¥3,417 million, respectively.
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5. MONEY HELD IN TRUST
Money held in trust for trading purposes as of March 31, 2022 and 2021,
consisted of the following:

Thousands of

Millions of Yen U.S. Dollars
2022 2021 2022
Amounts recorded in the consolidated
balance Sheets............ccccevvvvevnnne. ¥2,027 ¥1,970 $16,565
Valuation gain (loss) included in the
consolidated statements of income.... 57 (32) 473

6. UNREALIZED GAINS ON AVAILABLE-FOR-SALE SECURITIES
Unrealized gains on available-for-sale securities as of March 31, 2022 and
2021, consisted of the following:

Thousands of

Millions of Yen U.S. Dollars

2022 2021 2022
Unrealized gains: .......ccccovrvrvrvvviienns ¥130,642 ¥211,592  $1,067,512
Available-for-sale securities 130,642 211,592 1,067,512
Deferred tax liabilities: 39,091 63,578 319,429

Unrealized gains on available-for-sale
securities before adjustments by
OWNErship Share........cccocvvvvvrvrvrvinnan, 91,550 148,013 748,083

Noncontrolling interests............ccceev.. — — —

Unrealized gains on available-for-sale

SECUMHES ...vvvovvveeee oo ¥91,550 ¥148,013 $748,083
As of March 31, 2022 and 2021, the total unrealized gains include an un-

realized gain of ¥1,711 million ($13,981 thousand) and ¥814 million, respective-

ly, on available-for-sale securities contained in certain fund.

7.LOANS AND BILLS DISCOUNTED
Claims based on Banking Act and the Act on Emergency Measures for the Revi-
talization of Financial Functions as of March 31, 2022 and 2021 are as follows:
The claims consist of those included in the accounts of bonds included in
“Securities” (its principal’s redemption and interest payments are guaranteed, in
whole or in part, and the corporate bonds issue is limited to a private placement
of the securities (Article 2, Item 3 of the Financial Instruments and Exchange
Act); “Loans,” “foreign exchanges assets,” accrued interest, and suspense pay-
ment in “Other assets” and “Customers’ liabilities for acceptances and guaran-
tees” in the consolidated balance sheet, and securities in the notes (limited to
those under a loan for use or lease agreement) that are in case of loan.
Thousands of

Millions of Yen U.S. Dollars
2022 2021 2022
Bankrupt and substantially
bankrupt Claims........cccovvvvvviiiiennn ¥ 13,816 ¥ 10,328 $ 112,896
Doubtful claims.........ccoovvvrviiiiiriiiinnn 151,196 143,245 1,235,470
Claims past due for three months
OF MOFE...iviiiieieeie it 83 110 681
Restructured claims ...........ccoceevvveenne 27,523 27,382 224,900
Total oo ¥192,619 ¥181,068 $1,573,945

The amounts above are stated before the deduction of the allowance for
loan losses.

Bankrupt and substantially bankrupt claims” are claims against debtors in
bankruptcy due to the commencement of bankruptcy procedures, the com-
mencement of reorganization proceedings, the petition for the commencement of
rehabilitation proceedings, and claims equivalent these.

“Doubtful claims” are claims that the debtor is not yet in a state of bank-
ruptey, but its financial position and business performance have deteriorated,
and it is highly probable that principal’s collection and interest on claims in ac-
cordance with the terms of the contract will not be received. These claims do not
fall under the category of “Bankrupt and substantially bankrupt claims.”

“Loans past due for three months or more” include accruing loans for which
principal or interest is past due three months or more.

“Restructured loans” are loans to borrowers in financial difficulty to whom
the Group has provided financial support through modification of the lending
terms to be more favorable to the borrower, including reduction of interest rates,
suspension of repayment of principal and interest, and debt forgiveness.

Change to Presentation of Financial Information
(Change in Presentation according to enforcement “Cabinet Office Ordinance for
Partial Revision of the Ordinance for Enforcement of the Banking Act, etc.”)

With the enforcement of the “Cabinet Office Ordinance for Partial Revision of the
Ordinance for Enforcement of the Banking Act, etc.” (Cabinet Office Ordinance
No. 3 of January 24, 2020) on March 31, 2022, the classification of the
risk-monitored loans has been shown in accordance with the classification of
disclosure receivables based on the Act on Emergency Measures for the Revital-
ization of Financial Functions, etc.

Contracts of overdraft facilities and loan commitment limits are contracts
under which the consolidated banking subsidiaries and certain consolidated sub-
sidiaries lend to customers up to the prescribed limits in response to customer
applications for loans as long as there is no violation of any condition in the con-
tracts. As of March 31, 2022 and 2021, the amounts of unused commitments
were ¥2,894,178 million ($23,649,111 thousand) and ¥2,969,415 million, re-
spectively. As of March 31, 2022 and 2021, the amounts of unused commit-
ments whose remaining contract terms were within one year were ¥1,935,400
million ($15,814,681 thousand) and ¥1,935,453 million, respectively.

As many of these commitments expire without being drawn down, the un-
used amount does not necessarily represent a future cash requirement. Most of
these contracts have conditions, whereby the consolidated banking subsidiaries
and certain consolidated subsidiaries can refuse customer applications for loans
or decrease the contract limits for certain reason (e.g., changes in financial situ-
ation and deterioration in customers’ creditworthiness). At the inception of the

contracts, the consolidated banking subsidiaries and certain consolidated subsid-

iaries obtain real estate, securities, or other assets as collateral if considered to
be necessary. Subsequently, the consolidated banking subsidiaries and certain
consolidated subsidiaries perform periodic reviews of the customers’ business
results based on the internal rules and take necessary measures to reconsider
conditions in the contracts and/or require additional collateral and guarantees.

Discounting bills are treated as secured lending transactions. As of March
31, 2022 and 2021, consolidated banking subsidiaries have the right to sell or
repledge bills discounted and foreign exchange bills bought and their total face
value was ¥27,118 million ($221,589 thousand) and ¥25,158 million, respec-
tively.

8. TANGIBLE FIXED ASSETS

Tangible fixed assets as of March 31, 2022 and 2021, consisted of the following:

Thousands of

Millions of Yen U.S. Dollars
2022 2021 2022

¥ 37,076 ¥ 37,717 $302,963

52,666 55,442 430,356

31 43 254

622 511 5,089

12,405 13,697 101,365

.. ¥102,802 ¥107,412 $840,026

The accumulated depreciation of tangible fixed assets as of March 31,
2022 and 2021, amounted to ¥124,260 million ($1,015,368 thousand) and
¥126,085 million, respectively.
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Under certain conditions, such as exchanges of fixed assets of similar kinds
and sales and purchases resulting from expropriation, Japanese tax laws permit
companies to defer the profit arising from such transactions by reducing the cost
of the assets acquired or by providing a special reserve in the equity section. As
of March 31, 2022 and 2021, such deferred profit amounted to ¥9,720 million
($79,432 thousand) and ¥9,955 million, respectively.

Under the “Law of Land Revaluation,” one banking subsidiary elected a
onetime revaluation of its own-use land to a value based on real estate appraisal
information as of March 31, 1998. The resulting revaluation reserve for land rep-
resents unrealized appreciation of land and is stated, net of income taxes, as a
component of equity. There was no effect on the consolidated statement of in-
come. Continuous readjustment is not permitted, unless the land value subse-
quently declines significantly such that the amount of the decline in value should
be removed from the revaluation reserve for land account and related deferred
tax liabilities. As of March 31, 2022 and 2021, the carrying amount of the land
after the above onetime revaluation exceeded the market value by ¥21,060 mil-
lion ($172,090 thousand) and ¥23,355 million, respectively.

9. INTANGIBLE FIXED ASSETS
Intangible fixed assets as of March 31, 2022 and 2021, consisted of the follow-

ing:

Thousands of

Millions of Yen U.S. Dollars

2022 2021 2022
SOMWArE....covvvvveceee e ¥12,628 ¥14,705 $103,194
OthEr o 3,267 3,422 26,703
Total oo ¥15,896 ¥18,127 $129,897

10. CUSTOMERS’ LIABILITIES FOR ACCEPTANCES AND

GUARANTEES
All contingent liabilities arising from acceptances and guarantees are reflected in
acceptances and guarantees in the consolidated balance sheet. As a contra ac-
count, customers’ liabilities for acceptances and guarantees are presented as
assets, representing the consolidated banking subsidiaries’ and certain consoli-
dated subsidiaries’ rights of indemnity from the applicants.

Guarantee obligations for private placement bonds included in “Securities”
(provided in accordance with the Article 2-3 of the “Financial Instruments and
Exchange Act”) as of March 31, 2022 and 2021, were ¥184,934 million
($1,511,147 thousand) and ¥181,095 million, respectively.

11. ASSETS PLEDGED AS COLLATERAL
Assets pledged as collateral and the related liabilities as of March 31, 2022 and
2021, were as follows:

Thousands of

Millions of Yen U.S. Dollars
2022 2021 2022
Assets pledged as collateral:
SECUMES....vvviveeereee e ¥2,818,331 ¥2,521,026 $23,029,344
Loans and bills discounted.............. 2,632,593 2,474,394 21,511,630
Total .o ¥5,450,924 ¥4,995420 $44,540,974
Related liabilities to above assets:
DEPOSIES . ¥ 208,950 ¥ 198,809 $ 1,707,388
Payables under repurchase
AQreeMENtS ...ovveiiieveeeeens 148,165 130,255 1,210,697
Payables under securities lending
Transactions........cccoovvvvvereriennnns 826,826 620,749 6,756,219

Borrowed money 3,789,901 3,387,158 30,968,307

Additionally, securities amounting to ¥5,380 million ($43,966 thousand)
and ¥5,436 million as of March 31, 2022 and 2021, respectively, were pledged
as collateral for settlements of exchange or as substitute securities for margins
on futures transactions.



Moreover, other assets included the following:
Thousands of

Millions of Yen U.S. Dollars
2022 2021 2022
Deposits for central counterparty......... ¥107,721  ¥94,710 $880,220
Cash collateral paid for financial
INSEUMENTS......ovviiivccccece 26,935 9,155 220,093
Cash collateral paid for transactions
involving public funds .............ccov... 2,101 2,063 17,174
Guarantee deposits 1,427 1,759 11,664

12. BORROWED MONEY
Borrowed money as of March 31, 2022 and 2021, consisted of the following:

Thousands of
Millions of Yen U.S. Dollars

2022 2021 2022

Borrowed money of which the
weighted-average annual interest
rates were 0.01%, due from April
2022 t0 June 2035.......coccvieieiins ¥3,795,700 ¥3,394,050  $31,015,692
Annual maturities of borrowed money as of March 31, 2022, for the next
five years were as follows:

Thousands of

Year Ending March 31 Millions of Yen U.S. Dollars
¥3,584,657 $29,291,201
86,779 709,098
30,344 247,953
93,751 766,068
152 1,243

13. RETIREMENT AND PENSION PLANS

(1) Outline of the adopted retirement benefit plans

The Company’s banking subsidiary, The Joyo Bank, Ltd. (“Joyo”), and its consol-
idated subsidiaries have adopted defined employees’ retirement benefit plans,
i.e., the employees’ welfare pension fund supplemented by the employees’ pub-
lic pension system and lump-sum retirement benefits.

In addition, extra benefits that are excluded from the projected benefit obli-
gation in employees’ retirement benefits accounting may be paid on a case-by-
case basis. Joyo has established an employees’ retirement benefit trust.

The Company’s banking subsidiary, Ashikaga Bank, Ltd. (“Ashikaga”), and
its consolidated subsidiaries have adopted funded and unfunded defined benefit
plans, as well as defined contribution plans to provide for the employees’ retire-
ment benefits. All of the retirement benefit plans are managed in an integrated
manner through retirement benefit points that are determined based on years of
service and capabilities of employees, as well as employee performance evalua-
tion. The determined points are then allocated to each plan.

The defined benefit pension plans (funded plans) have introduced pension
plans similar to cash balance plan-type pension plans. Under the plan, each par-
ticipant will set up a virtual individual account where pension or lump-sum pay-
ments will be made based on the accumulated retirement benefit points
allocated. A retirement benefit trust is established for this defined benefit pension
plan.

Under the lump-sum retirement benefit plans (unfunded plans that have be-
come funded plans due to the establishment of a retirement benefit trust), lump-
sum payments are made based on the accumulated retirement benefit points
allocated. In some cases, premium severance payments may be made to em-
ployees in conjunction with the employees’ retirement and other.

Under the defined contribution plans, the contribution amount is decided
based on the accumulated retirement benefit points allocated.

The Company’s consolidated subsidiaries are members of the defined ben-
efit pension funds under the multiemployer plans, and as the amount of plan as-
sets corresponding to the contribution of each subsidiary may be reasonably
calculated, such information is included in the notes to defined benefit plans.
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Regarding the lump-sum retirement benefit plans adopted by certain con-
solidated subsidiaries, liability for retirement benefits and retirement benefit ex-
penses are calculated by the simplified method.

(2) Defined benefit plans
(a) The changes in defined benefit obligation for the years ended March 31, 2022
and 2021, were as follows:
Thousands of

Millions of Yen U.S. Dollars
2022 2021 2022

Balance at beginning of year............... ¥121,046 ¥120,372 $ 989,101
Current Service Cost...........oovevevnn 3,427 3,649 28,003
Interest CoSt......oovvvvvvivveiiriiirinnn, 510 432 4,169
Actuarial l0SSeS .........ccoeveviiviiiiinns 1,012 2,775 8,275
Benefits paid..........c.cccovvviveiennnn (6,112) (6,301) (49,950)
Prior service CoSt..........ccoceviiirinns 315 — 2,576
Others ..coeveeiecceeeeeeeee 3,530 117 28,846
Balance at end of year...........c.ccco..... ¥123,728 ¥121,046  $1,011,021

*Figures above exclude retirement and benefit plans calculated by the simplified method.

(b) The changes in plan assets for the years ended March 31, 2022 and 2021,
were as follows:

Thousands of

Millions of Yen U.S. Dollars
2022 2021 2022

Balance at beginning of year............... ¥153,167 ¥130,723  $1,251,577
Expected return on plan assets....... 2,967 2,527 24,251
Actuarial gains ..........cccocevvrvierinnns 1,167 20,158 9,538
Contributions from the employer..... 3,335 3,435 27,253
Benefits paid..........ccccoovviviieinnnn (3,657) (3,713) (29,884)
Others ...cevvieeeeeece e 34 36 280
Balance at end of year...............ccco..... ¥157,015 ¥153,167  $1,283,015

*Figures above exclude retirement and benefit plans calculated by the simplified method.

(c) The changes in liabilities for retirement benefits adopting the simplified meth-
od for the years ended March 31, 2022 and 2021, were as follows:

Thousands of

Millions of Yen U.S. Dollars
2022 2021 2022

Balance at beginning of year............... ¥1,181 ¥1,261 $ 9,655

Retirement benefit expense............ 301 326 2,465

Benefits paid..........ccoooveveiiiins (148) (121) (1,211)
Contribution to the defined benefit

PENSION PIAN.....ccovvviiiriiiieinns (198) (204) (1,620)

Other ..o (3) (80) (31)

Balance at end of year...............ccco.e... ¥1,133 ¥1,181 $9,259

(d) Reconciliation between the liabilities recorded in the consolidated balance
sheets and the balances of defined benefit obligation and plan assets was as
follows:

Thousands of

Millions of Yen U.S. Dollars
2022 2021 2022

Funded defined benefit obligation........ ¥127,315 ¥124,735 $1,040,330
Plan @sSets.........cccceevivieieeiiienes (160,586) (156,858)  (1,312,197)
TOtal oo (33,271) (32,122) (271,867)
Unfunded defined benefit obligation .... 1,133 1,181 9,259
Net asset arising from defined benefit

0blIgation.......ovveveeiceee s ¥ (32,137) ¥ (30,940) $ (262,607)

Thousands of

Millions of Yen U.S. Dollars
2022 2021 2022
Liability for retirement benefits............ ¥ 324 ¥ 249 $ 2,654
Asset for retirement benefits............... (32,462) (31,189 (265,261)
Net asset arising from defined benefit
0blIgaAtioN ..o ¥(32,137) ¥(30,940) $(262,607)

*Figures above include retirement and benefit plans calculated by the simplified method.

(e) The components of net periodic benefit costs for the years ended March 31,
2022 and 2021, were as follows:

Thousands of

Millions of Yen U.S. Dollars
2022 2021 2022

SEIVICE COSE...vuviviiiices ¥3427 ¥3,649 $ 28,003

Interest CoSt........oovvvvviviiiiiieiic 510 432 4,169

Expected return on plan assets............ (2,967) (2,527) (24,251)

Recognized actuarial losses (gains)...... (487) 1,611 (3,980)

Amortization of prior service cost ........ 23 — 193
Retirement benefit expense calculated

by the simplified method................... 301 326 2,465

OtNETS oo evereerere (14) 28,410

Net periodic benefit costs ¥ 3,478 $ 35,010

(f) Amounts recognized in other comprehensive income (before income tax effect)
in respect of defined retirement benefit plans for the years ended March 31,
2022 and 2021, were as follows:

Thousands of

Millions of Yen U.S. Dollars

2022 2021 2022
Prior service cost .........ccovevvieviiiinns 291 — 2,383
Actuarial 10SSes (gains).......c.cccovevevnae 350 (18,994) 2,860
TOtAl oo ¥641  ¥(18,994) $5,243

(9) Amounts recognized in accumulated other comprehensive income (before in-
come tax effect) in respect of defined retirement benefit plans as of March
31,2022 and 2021, were as follows:

Thousands of

Millions of Yen U.S. Dollars

2022 2021 2022
Unrecognized prior service cost............ 291 — 2,383
Unrecognized actuarial gains ............... (7,745) (8,077) (63,288)
TOtal o ¥(7,453) ¥(3,077) $(60,905)

(h) Plan assets
a. Components of plan assets
Plan assets as of March 31, 2022 and 2021, consisted of the following:

2022 2021
Debt INVESIMENTS ......c.cviiiiiiccccce e 40.7% 43.6%
EQuity INVeSIMENtS ..o 11.7% 41.5%
GENeral @CCOUNTS ......vvvvvereeieriece e 9.4% 9.5%
ONBIS oo 8.2% 5.4%
TOMAl o 100.0%  100.0%

* As of March 31, 2022 and 2021, total plan assets that were set up on corporate pension
plans include a retirement benefit trust of 33.2% and 33.5%, respectively.
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b. Method of determining the expected rate of return on plan assets

The expected rate of return on plan assets is determined considering the long-
term rates of return, which are expected currently and in the future from the vari-
ous components of the plan assets.

(i) Assumptions used for the years ended March 31, 2022 and 2021, were set
forth as follows:

2022 2021
DISCOUNT TAE ... 0.30% — 0.60% 0.20% — 0.50%
Expected rate of return on plan assets....... 2.50% 2.50%
Expected rate of increase in salary............ 4.36% — 9.00% 4.49% — 9.00%

(3) Defined contribution plans

The amounts of the required contribution to the defined contribution plans of cer-
tain consolidated subsidiaries were ¥689 million ($5,637 thousand) and ¥702
million as of March 31, 2022 and 2021, respectively.

14. EQUITY

Japanese companies are subject to the Companies Act. The significant provi-
sions in the Companies Act that affect financial and accounting matters are sum-
marized below:

a. Dividends

Under the Companies Act, companies can pay dividends at any time during the
fiscal year in addition to the year-end dividend upon resolution at the share-
holders’ meeting. Additionally, for companies that meet certain criteria, includ-
ing (1) having a Board of Directors, (2) having independent auditors, (3) having
an Audit & Supervisory Board, and (4) 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 divi-
dends in kind) at any time during the fiscal year if the company has prescribed
S0 in its articles of incorporation. With respect to the third condition above, the
Board of Directors of companies with (a) board committees (namely, appoint-
ment committee, compensation committee, and audit committee) or (b) an au-
dit and supervisory committee (as implemented under the Companies Act
effective May 1, 2015) may also declare dividends at any time because such
companies, by nature, meet the criteria under the Companies Act. The Compa-
ny is organized as a company with an audit and supervisory committee. The
Company meets all the above criteria and, accordingly, the Board of Directors
may declare dividends (except for dividends in kind) at any time during the fis-
cal year.

The Companies Act permits companies to distribute dividends in kind
(noncash assets) to shareholders subject to certain limitations and additional
requirements.

Semiannual interim dividends may also be paid once a year upon resolu-
tion by the Board of Directors if the articles of incorporation of the company so
stipulate. The Companies Act provides certain limitations on the amounts avail-
able 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
equity 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 that an amount equal to 10% of dividends must
be 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 that was charged upon the payment of such dividends until the
aggregate amount of the legal reserve and additional paid-in capital equals
25% of capital stock. Under the Companies Act, the total amount of additional
paid-in capital and legal reserve may be reversed without limitation. The Com-
panies Act also provides that capital stock, legal reserve, additional paid-in
capital, other capital surplus, and retained earnings can be transferred among
the accounts within equity under certain conditions upon resolution of the
shareholders.

(1) Capital Stock Changes during the Year

c. Treasury Stock and Treasury Stock Acquisition Rights

The Companies Act also provides for companies to purchase treasury stock
and dispose of such treasury stock by resolution of the Board of Directors. The
amount of treasury stock purchased cannot exceed the amount available for
distribution to the shareholders, which is determined by a specific formula. Un-
der the Companies Act, stock acquisition rights are presented as a separate
component of equity. The Companies Act also provides that companies can
purchase both treasury stock acquisition rights and treasury stock. Such trea-
sury stock acquisition rights are presented as a separate component of equity
or deducted directly from stock acquisition rights.

The changes in the number and class of issued stock and treasury stock for the year ended March 31, 2022, were as follows:

Shares in Thousands

(2) Cash Dividends Per Share

Cash dividends per share for the years ended March 31, 2022 and 2021, were as follows:

Year ended March 31, 2022
Dividends paid in the fiscal year ended March 31, 2022

Total Amount
(Millions of Yen

/Thousands of Per Share Amount
Cash dividends approved at the Board of Directors” meeting held on May 12, 2021: U.S. Dollars) (Yen /US. Dollars) Dividend Record Date  Effective Date
Common stock ¥6,379 ¥5.50
($52,129) ($0.04) Mar. 31, 2021 Jun. 2, 2021

Total Amount
(Millions of Yen

/Thousands of Per Share Amount
Cash dividends approved at the Board of Directors’ meeting held on Nov. 12, 2021: U.S. Dollars) (Yen /U.S. Dollars)  Dividend Record Date  Effective Date
Common stock ¥6,051 ¥5.50
($49,453) ($0.04) Sep. 30, 2021 Dec. 2, 2021

Changes During the Year
As of April 1, 2021 Increase Decrease As of March 31, 2022
Issued stock:
Common stock 1,179,055 - 90,000*1 1,089,055
Total 1,179,055 — 90,000 1,089,055
Treasury stock:
Common stock 19,143 80,609 90,453 9,299
Total 19,143 80,609 90,453 9,299

*1 The number of issued stock decreased due to retirement of treasury stock in accordance with Article 178 of the Companies Act.
*2 The number of shares of treasury stock increased by 80,601 thousand shares due to purchase of the Company’s own shares, 2 thousand shares due to purchases of shares less than the

trading unit, and 6 thousand shares due to acquisitions of restricted stocks without charge.

*3 The number of shares of treasury stock decreased by 1 thousand shares due to sales to shareholders in response to their demand to buy additional shares up to the trading unit, 338 thousand
shares due to the disposal of the Company’s own shares as restricted stocks, 113 thousand shares due to exercise of the stock acquisition rights, and 90,000 thousand shares due to retire-

ment of treasury stock.

The changes in the number and class of issued stock and treasury stock for the year ended March 31, 2021, were as follows:

Shares in Thousands

Changes During the Year
As of April 1,2020 Increase Decrease As of March 31,2021
Issued stock:
Common stock 1,179,055 - — 1,179,055
Total 1,179,055 — — 1,179,055
Treasury stock:
Common stock 19,745 11" 612" 19,143
Total 19,745 11 612 19,143

*1 The number of shares of treasury stock increased by 2 thousand shares due to purchases of shares less than the trading unit and by 8 thousand shares due to acquisitions of restricted stocks

without charge.

*2 The number of shares of treasury stock decreased by 1 thousand shares due to sales to shareholders in response to their demand to buy additional shares up to the trading unit, by 312 thou-
sand shares due to the disposal of the Company’s own shares as restricted stocks, and by 298 thousand shares due to exercise of the stock acquisition rights.
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Dividends to be paid after March 31, 2022

Total Amount
(Millions of Yen

/Thousands of Per Share Amount
Cash dividends approved at the Board of Directors’ meeting held on May 13, 2022: U.S. Dollars) (Yen /US. Dollars) Dividend Record Date  Effective Date
Common stock ¥5,938 ¥5.50
($48,526) ($0.04) Mar. 31, 2022 Jun. 2, 2022

Year ended March 31, 2021:
Dividends paid in the fiscal year ended March 31, 2021

Total Amount

Per Share Amount

Cash dividends approved at the Board of Directors’ meeting held on May 13, 2020: (Millions of Yen) (Yen) Dividend Record Date Effective Date

Common stock ¥6,376 ¥5.50" Mar. 31, 2020 Jun. 2, 2020
Total Amount Per Share Amount

Cash dividends approved at the Board of Directors’ meeting held on Nov. 9, 2020: (Millions of Yen) (Yen) Dividend Record Date  Effective Date

Common stock ¥6,379 ¥5.50 Sep. 30, 2020 Dec. 2, 2020

*0f the per share amount above, ¥1.00 is the amount of a commemorative dividend for the business integration.

Dividends to be paid after March 31, 2021

Cash dividends approved at the Board of Directors’ meeting held on May 13, 2021:

Total Amount
(Millions of Yen)

Per Share Amount
(Yen)

Dividend Record Date

Effective Date

Common stock

¥6,379

¥5.50

Mar. 31, 2021

Jun. 2, 2021
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15.STOCK OPTIONS

The Company’s stock option plans grant options to directors and others to purchase certain shares of the Company’s common stock in the respective exercise periods.

The stock options outstanding as of March 31, 2022, were as follows:

Number of Options Exercise

Stock Options Persons Granted Granted (Shares) Date of Grant Price Exercise Period
Mebuki Financial Group, Inc.
1st Series of Stock 10 directors of Joyo™ 16,833 August24, 2009 ¥ FQ%”AS%%?%T '2%%1)6'
Acquisition Rights*' g )
Mebuki Financial Group, Inc.
2nd Series of Stock 10 directors of Joyo*? 23,634 July 21, 2010*3 ¥ Frotmo 5)uclt°g?r 120%%1 6,
Acquisition Rights*' Vel
Mebuki Financial Group, Inc.
3rd Series of Stock 10 directors of Joyo™ 43430 duy20,20110 oy FromQcioberd 0T
Acquisition Rights*' y 20,
Mebuki Financial Group, Inc.
5th Series of Stock 10 directors of Joyo*? 42,024 July 19, 2012* ¥1 Frog S)ljclto?gr 120%[2)1 6.
Acquisition Rights*! V19,
Mebuki Financial Group, Inc.
7th Series of Stock 10 directors of Joyo™ 39241 July18,2013% ¥ F“’{E ?uﬁto?%r ;'0321 6,
Acquisition Rights*’ y 18,
Mebuki Financial Group, Inc.
9th Series of Stock 10 directors of Joyo*? 40,656 July 18, 2014* ¥1 Fm,?; L?uclto?%r 120%21 6.
Acquisition Rights*' V10,
Mebuki Financial Group, Inc.
11th Series of Stock 10 directors of Joyo™ 40041 Juy17,2015% ¥ F“’{E ?Slto?‘;r 12'0321 6,
Acquisition Rights*' y 17,
Mebuki Financial Group, Inc.
12th Series of Stock 13 executive officers of Joyo*? 22,830 July 17, 2015* ¥1 Frog 5)uc|tot1)(;r 120%%1 6.
Acquisition Rights*! e
Mebuki Financial Group, Inc. .

. ’ 29 directors of From December 7, 2016
13th Series of Stock . 142,176 December 6, 2016 ¥1 , ’
Acquisition Rights the Company, Joyo and Ashikaga to December 6, 2046
Mebuki Financial Group, Inc.
14th Series of Stock 16 executive officers of Joyo 63,910 December 6, 2016 ¥1 Fr?OmDBSg%T2SE7éégéG'
Acquisition Rights '
Mebuki Financial Group, Inc. .

. ' 29 directors of From August 10, 2017
15th Series of Stock . 135,990 August 9, 2017 ¥ ) '
Acquisition Rights the Company, Joyo and Ashikaga to August 9, 2047
Mebuki Financial Group, Inc.
16th Series of Stock 16 executive officers of Joyo 62,024 August 9, 2017 ¥1 Frotg1 AAUUQUUS?J 0202371 £
Acquisition Rights Y '

Mebuki Financial Group, Inc. .

' ’ 24 directors of From August 15, 2018
17th Series of Stock . 127,508 August 14, 2018 ¥ ; '
Acquisition Rights the Company, Joyo and Ashikaga to August 14, 2048
Mebuki Financial Group, Inc.
18th Series of Stock 34 executive officers of Joyo and Ashikaga 147,282 August 14, 2018 ¥1 Fr;)omAﬁuggts’; 1152(2)%8
Acquisition Rights Y )
Mebuki Financial Group, Inc.
19th Series of Stock 23 executive officers of Joyo and Ashikaga 201,104 August 20, 2019 ¥ Fr?OmAﬁuglthstzg1 2%%9
Acquisition Rights Y '

Mebuki Financial Group, Inc.
20th Series of Stock 29 executive officers of Joyo and Ashikaga 193,295 August 20, 2019 ¥1 FrfomAﬁuggts;(Zﬂ 2(2)%9
Acquisition Rights Y ,

*1 As a result of the share exchange conducted between the Company and Joyo on October 1, 2016, stock acquisition rights of the Company were allotted to the holders of stock acquisition
rights of Joyo based on the share exchange ratio.

*2 The number is initially granted by Joyo.
*3 The date is initially granted by Joyo.
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The stock option activity was as follows:

Mebuki FG
1st

Mebuki FG
2nd

Mebuki FG
3rd

Mebuki FG
5th

Year ended March 31, 2022
Non-vested (shares):
April 1, 2021 — Outstanding
Granted
Canceled
Vested
March 31, 2022 — Qutstanding

Vested (shares):
April 1, 2021 — Outstanding
Vested
Exercised
Canceled
March 31, 2022 — Outstanding

Exercise price

(Yen/US Dollars)

Average stock price at exercise
(Yen/US Dollars)

Fair value price at grant date
(Yen/US Dollars)

¥1
$0.01

Y417
$3.41

Mebuki FG
7th

¥1
$0.01

¥297
$2.43

Mebuki FG
9th

14,040

¥1
$0.01

¥300
$2.45

Mebuki FG
11th

13,686

¥1
$0.01

¥310
$2.53

Mebuki FG
12th

Year ended March 31, 2022
Non-vested (shares):
April 1, 2021 — Outstanding
Granted
Canceled
Vested
March 31, 2022 — Qutstanding

Vested (shares):
April 1, 2021 — Outstanding
Vested
Exercised
Canceled
March 31, 2022 — Outstanding

Exercise price

(Yen/US Dollars)

Average stock price at exercise
(Yen/US Dollars)

Fair value price at grant date
(Yen/US Dollars)
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12,797

3,302

9,495

¥1
$0.01
¥258
$2.11
¥680
$5.56

2,378

2,378

¥1
$0.01
¥258
$2.11
¥708
$5.79



Mebuki FG Mebuki FG Mebuki FG Mebuki FG
13th 14th 15th 16th
Year ended March 31, 2022
Non-vested (shares):

April 1, 2021 — Qutstanding — — — —
Granted — — — —
Canceled — — — —
Vested — — — —

March 31, 2022 — Outstanding — — — —

Vested (shares):

April 1, 2021 — Outstanding 33,005 11,550 38,297 19,198
Vested — — — —
Exercised 5,565 3,850 5,333 4,430
Canceled — — — —

March 31, 2022 — Outstanding 27,440 7,700 32,964 14,768

Exercise price ¥ ¥1 ¥ ¥
(Yen/US Dollars) $0.01 $0.01 $0.01 $0.01
Average stock price at exercise ¥258 ¥258 ¥258 ¥258
(Yen/US Dollars) $2.11 $2.11 $2.11 $2.11
Fair value price at grant date ¥345 ¥374 ¥360 ¥390
(Yen/US Dollars) $2.82 $3.06 $2.94 $3.19
Mebuki FG Mebuki FG Mebuki FG Mebuki FG
17th 18th 19th 20th

Year ended March 31, 2022

Non-vested (shares):

April 1, 2021 — Qutstanding — — — —
Granted — — — —
Canceled — — — —
Vested — — — —

March 31, 2022 — Outstanding — — — —

Vested (shares):

April 1, 2021 — Outstanding 65,749 58,746 130,377 137,445
Vested — — — —
Exercised 7,523 17,376 28,152 35,343
Canceled — — — —

March 31, 2022 — Outstanding 58,226 41,370 102,225 102,102

Exercise price ¥ ¥1 ¥1 ¥1
(Yen/US Dollars) $0.01 $0.01 $0.01 $0.01
Average stock price at exercise ¥258 ¥252 ¥258 ¥253
(Yen/US Dollars) $2.11 $2.06 $2.11 $2.07
Fair value price at grant date ¥319 ¥348 ¥179 ¥206
(Yen/US Dollars) $2.61 $2.84 $1.46 $1.68

The Method Used to Estimate the Number of Stock Options Expected to Vest
Since it is difficult to rationally estimate the number of unexercised options in the future, a method of only reflecting actual unexercised options is adopted.
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16. PER SHARE OF COMMON STOCK

(1) EPS

Reconciliation of the differences between basic and diluted EPS for the years
ended March 31, 2022 and 2021, was as follows:

17. OTHER INCOME
Other income for the years ended March 31, 2022 and 2021, consisted of the
following:

Thousands of

Millions of  Thousands of Millions of Yen U.S. Dollars
Yen Shares Yen U.S. Dollars 2022 2021 2022
Net Income Gain on sales of stock and
Attributable ~ Weighted- other Securities ..........ccoovvverieiennnn. ¥ 7,320 ¥21,905 $ 59,818
COECHY GCErS £ps Recoveries of write-off of claims ........ 3863 2435 31,570
Year Ended March 31, 2022 Gain on disposal of fixed assets.......... 261 144 2,134
Basic EPS — OMT oo 36,177 34,862 295,619
Net income available Total o ¥47,623 ¥59,347 $389,141
to common shareholders........ ¥42958 1,102,355 ¥38.96 $0.32
Effect of dilutive securities:
WaITANIS v N ] N —  18.GENERAL AND ADMINISTRATIVE EXPENSES
Dl{llgieigc%?e_ General and administrative expenses for the years ended March 31, 2022 and
for computation.................... ¥42958 1,102,822 ¥38.95  $0.32 2021, consisted of the following:
Thousands of
Vear Ended Narch 31, 2021 20?;‘“0”5 of Y;gm U'SZ'E;’!‘"”S
BﬁzltcinEcF;Sme_avanabm Salaries and allowances ... ¥ 51,227 ¥ 51071  $418,502
to common shareholders........ ¥36,478 1,159,757  ¥31.45 Periodic benefit costs ... . 4,870 4,062 39,798
Effect of dilutive securities - Other ..o, .. 58526 59,730 478,237
WAITANS oo _ 642 _ L ¥114,624 ¥115763  _ $936,627
Diluted EPS —
Net income
for computation..................... ¥36,478 1,160,400 ¥31.43

(2) Total equity per share
Total equity per share as of March 31, 2022 and 2021, was as follows:

19. OTHER EXPENSES
Other expenses for the years ended March 31, 2022 and 2021, consisted of the
following:

Thousands of

Yen US. Dollars Millions of Yen U.S. Dollars
2022 2021 2022 2022 2021 2022
Total equity per Share........................ ¥888.10  ¥861.05 $7.26 Loss on sales of stocks and other
SBCUITHES .. ¥ 3474 ¥12107 $ 28,392
Total eaui )  March 31. 2022 and 2021. is caloulated based Write-off of 10ans..........cc.ccooovveeie. 5,368 5,291 43,871
0 i equ@ Per share as of March o1, an » 15 calculated based on Impairment on fixed assets™............... 3,814 1,562 31,169
the following: Loss on disposal of fixed assets........... 684 490 5,506
Thousands of
\illions o Yen iy OUET o 34,846 40862 284,738
2022 501 2022 Totali v ¥48,189 ¥60,314 $393,766
Total EQUILY.....coveiiiceeeei e ¥959,063 ¥998,906  $7,836,764 * Impairment losses on long-lived assets were recognized mainly on the properties of the
: ; Bank's branches in the Tochigi and Ibaraki prefectures, whose operations were discontin-
Deductlor?s from fotal eQuly............ 130 161 1,069 ued because the Company believed the investment would not be recoverable. The compo-
Total equity attributable nents of impairment losses on fixed assets for the years ended March 31, 2022 and 2021,
to common shareholders................... ¥958,932 ¥998,744  $7,835,695 were as follows:
Thousands of
Number of Shares in Thousands Millions of Yen U.S. Dollars
2022 2021 2022 2021 2022
Number of shares of common stock used in ¥ 3N ¥689 $ 3,036
computing total equity per 2,757 540 22,533
share at year-end...........ccccoevvevvieiviiieceeenens 1,079,755 1,159,911 313 147 2,558
‘‘‘‘‘‘‘‘‘‘‘‘ 372 — 3,041
Water supply subscription rights 0 — 1
Telephone subscription rights — 130 —
Leasehold improvements — 34 —_
Guarantee and lease deposits.... — 19 —

88




20. INCOME TAXES

The Group is subject to Japanese national and local income taxes which, in the
aggregate, resulted in a normal effective statutory tax rate of 30.62% for the
years ended March 31, 2022 and 2021.

The tax effects of significant temporary differences and tax loss carryfor-
wards, which result in deferred tax assets and liabilities, as of March 31, 2022
and 2021, were as follows:

Thousands of

Millions of Yen U.S. Dollars
2022 2021 2022
Deferred tax assets:
Allowance for loan losses............... ¥33,750 ¥ 31,416 $ 275,787
Write-offs of securities................... 8,129 8,652 66,426
Liability for retirement benefits ....... 4,895 4,967 40,004
Provision for employee bonuses ..... 1,904 1,885 15,560
Tax loss carryforwards................... 1,441 1,621 11,776
Depreciation.........ccceeveveviiiiiinennn, 872 833 7,128
Provision for reimbursement of
AEPOSIES ..o 664 748 5,426
Other .o 10,596 10,642 86,588
Subtotal deferred tax assets....... 62,254 60,767 508,696
Less valuation allowance................ (12,426) (13,328) (101,541)
Total deferred tax assets ........... 49,827 47,439 407,154
Deferred tax liabilities:
Unrealized gains on available-
for-sale Securities ............coevvvenns (45,139) (70,365) (368,846)
Retirement benefit trust ................. (4,467) (4,467) (36,506)
OtheT o (9,322) (6,739) (76,178)
Total deferred tax liabilities ........ (58,929) (81,573) (481,531)
Net deferred tax liabilities ................... ¥ (9,102) ¥(34,134) $ (74,377)

Since the difference between the legally effective tax rate and the actual ef-
fective tax rate after applying tax effect accounting is equal to or less than 5% of
the legally effective tax rate, a reconciliation between the normal effective statu-
tory tax rate and the actual effective tax rate reflected in the accompanying con-
solidated statements of income for the years ended March 31, 2022 and 2021,
is omitted.

21.LEASES
Future minimum payments under noncancelable operating leases as of March
31,2022 and 2021, were as follows:

Lessee
Thousands of
Millions of Yen U.S. Dollars
2022 2021 2022
¥ 82 ¥108 $ 678
54 91 445
¥137 ¥200 $1,123
Lessor
Thousands of
Millions of Yen U.S. Dollars
2022 2021 2022
Due within one year ............cc.co...... ¥8 ¥2 $ 66
Due after one year .... 12 2 99
TOtal v ¥20 ¥5 $165

22. FINANCIAL INSTRUMENTS AND RELATED DISCLOSURES
Matters Relating to the Conditions of Financial Instruments
(1) Group Policies for Financial Instruments
The Group provides comprehensive financial services, such as lease and securi-
ties centering on banking. As the central business operation of the Group, the
consolidated banking subsidiaries raise funds by deposits as its basic function as
a bank; the consolidated banking subsidiaries also procure funds by call money
transactions from short-term markets to maintain an adequate degree of liquidi-
ty. The consolidated banking subsidiaries manage those funds through lending to
corporate customers and individuals, such as housing loans; investing in securi-
ties, mainly bonds; and investing in money markets.

The Group utilizes Asset Liability Management (ALM) to avoid unfavorable
floating interest rate fluctuation of the financial assets and liabilities it holds. As a
part of ALM, the Group has entered into derivative transactions.

(2) Nature and Extent of Risks Arising from Financial Instruments

The Group’s financial assets are mainly loans made by the consolidated banking
subsidiaries to domestic corporations and individuals in Japan, which are ex-
posed not only to interest rate fluctuation risks but also to customers’ credit risks.
Securities and investment securities, such as bonds, stocks, and investment
trusts, are possessed to trade, to hold to maturity dates to generate stable inter-
est income, and to promote business relationships with the issuers. These secu-
rities are exposed to the issuers’ credit risks, interest rate fluctuation risks, and
market price fluctuation risks.

The Group’s main financial liabilities are deposits received by the consoli-
dated banking subsidiaries, which are exposed to interest rate fluctuation risks
and liquidity risks. Borrowed money and bonds are exposed to the risks that the
Group may not be able to repay them on their maturity dates if, under certain cir-
cumstances, the Group is not able to access a capital market.

The consolidated banking subsidiaries utilize derivative transactions to
hedge the customers’ interest and currency risks and to control the interest rate
fluctuation risks in ALM. Derivatives transactions are utilized to hedge interest
rate fluctuation risks, foreign currency exchange rate fluctuation risks, and mar-
ket price fluctuation risks on the Group’s financial assets and liabilities. Deriva-
tives mainly include interest rate swaps, currency swaps, and bond futures and
are exposed to the interest rate fluctuation risks, market price fluctuation risks,
foreign currency exchange rate fluctuation risks, and credit risks.

Hedge accounting is applied to certain derivatives.

In hedge transactions against foreign currency fluctuation risks, mainly cur-
rency swaps and foreign exchange swaps, the effectiveness of hedging is deter-
mined by confirming that the amount of the hedging instruments is generally
consistent with that of the hedged items. Regarding an exceptional accounting
treatment in interest rate swaps, post testing is conducted to confirm that re-
quirements for the treatment are satisfied.

Derivatives transactions to which hedge accounting is not applied are ex-
posed to interest rate fluctuation risks, foreign currency exchange rate fluctuation
risks, price fluctuation risks, and credit risks.

(3) Risk Management for Financial Instruments

(@) Integrated Risk Management

The Group conducts integrated risk management to holistically control risks from
various financial assets and liabilities and risks related to the banking business.
More specifically, the periodically quantified risks of the Group are controlled so
as to not exceed Tier 1 capital allocated by each risk category. The bank assess-
es unquantifiable risks using stress tests and other measures.

(b) Credit Risk Management

The Group has enacted “Group Guidelines for Credit Risk Management,” which
provides for basic policies comprising appropriate credit exposure management
on individual and portfolio bases. The portfolio-based credit exposure manage-
ment involves diversification of risks.

Credit risk management divisions have been segregated from the divisions
under business headquarters to achieve rigorous credit review and conduct mon-
itoring of borrowers’ financial condition to prevent deterioration of loans.

In the self-assessments that evaluate the quality of assets, the Group de-
signs and operates controls over self-assessment of the quality of assets which
is performed in multiple steps. The assessment of the quality of assets performed
by the business offices is reviewed by the credit-related divisions in the head-
quarters, and then independently examined by the Internal Audit division.

As for credit risks of the issuers of securities and the counterparties of de-
rivatives transactions, global markets and market operation divisions monitor
credit information and market prices and give the issuers and counterparties
credit ratings, as well as carrying out assessments of the issuers and counter-
parties as general borrowers.

(c) Market Risk Management

@ Market Risk Management Measures

The Group manages market risks by ALM. Risk management policies and proce-
dures are prescribed in relevant ALM rules and manuals, and these policies, de-
cided in ALM/Risk Management Committee and so forth, are closely monitored
and regularly discussed.

(@ Market Risk Quantitative information
(i) Banking Account
a. Interest Rate Risk
The Group adopts the variance-covariance method as the measurement method
(a holding period of six months, a confidence interval of 99%, and an observation
period of one year) for calculating Value at Risk (VaR) related to interest rate risk
of loans and bills discounted, domestic bonds, deposits, borrowed money, corpo-
rate bonds, and derivatives, such as interest rate swaps. The Group uses the his-
torical simulation method (a holding period of six months, a confidence interval of
99%, and an observation period of five years) for the calculation of VaR related to
interest rate risk of foreign bonds, trust beneficiary right, market fund transac-
tion, and derivatives like interest rate swaps and currency swaps.

As of March 31, 2022 and 2021, the Group’s VaR related to interest rate
risks, which is a simple sum of its consolidated banking subsidiaries” VaR, were
¥85,008 million ($694,629 thousand) and ¥74,521 million, respectively.

b. Price Fluctuation Risk

The Group adopts the historical simulation method (a holding period of six
months, a confidence interval of 99%, and an observation period of five years)
for calculating VaR related to price fluctuation risk of listed equities and invest-
ment trust.

As of March 31, 2022 and 2021, the Group’s VaR related to price fluctua-
tion risk, which is a simple sum of its consolidated banking subsidiaries’ VaR,
were ¥142,684 million ($1,165,917 thousand) and ¥149,801 million, respec-
tively. Correlation between interest rate risk and price fluctuation risk has not
been considered.

(ii) Trading Account

The Group adopts the historical simulation method (a holding period of 10 days,
a confidence interval of 99%, and an observation period of five years) for calcu-
lating VaR related to trading securities; trading purpose foreign exchange trans-
actions; and trading purpose derivatives, such as forward transactions and option
transactions. As of March 31, 2022 and 2021, the Group’s VaR related to trad-
ing account, which is simple sum of its consolidated banking subsidiaries’ VaR,
were ¥7 million ($58 thousand) and ¥9 million, respectively.

(iii) Validity of VaR

The Group performs back testing to compare VaR calculated by its internal mea-
surement model with the actual profit and loss to confirm whether the model
captures market risks with sufficient accuracy. However, there could be cases in
which VaR cannot capture risks under sudden and dramatic changes in market
conditions beyond normal circumstances since VaR is statistically calculated
based on historical market fluctuation.

(d) Liquidity Risk Management

Under “Group Liquidity Risk Management Rules,” the Group conducts financing
activities after fully analyzing its cash flows and strives to maintain the diversity
and stability of funding sources, while paying continuous attention to the consoli-
dated balance sheet structure, lines of credit provided to the Group, collateral
management, and costs to maintain the liquidity.

(4) Supplementary Explanation on Fair Values of Financial Instruments
The fair values of financial instruments are based on their market prices and, in
cases where market prices are not readily available, reasonably calculated pric-
es. Such prices have been calculated using certain assumptions and may differ if
calculated based on different assumptions.

Matters Relating to Fair Value of Financial Instruments and Others

The carrying amounts in the consolidated balance sheet and the fair values of fi-
nancial instruments, and unrealized gains or losses on them were as below as of
March 31, 2022 and 2021. The table below does not include equity securities
and other securities without readily available market prices or investments in
partnerships and other investments. Notes to cash and due from banks, call
loans and bills bought, foreign exchanges (assets and liabilities), call money and
bills sold, payables under repurchase agreements, and payables under securities
lending transactions are omitted because these are settled in the short term and
their fair values approximate their carrying amounts. Immaterial line items are
also omitted.

Millions of Yen

Carrying Unrealized

March 31, 2022 Amount  Fair Value Gains/Losses
(1) Securities:

Held-to-maturity securities...................... 158,914 158,410 (503)

Available-for-sale securities 4,481,342 4,481,342 —
(2) Loans and bills discounted............c.c...... 11,737,377

Allowance for loan 10SSes™ ............cco...... (87,958)

NEL. oo 11,649,418 11,707,670 58,252

Total @SSELS ..vvviviviiieee e ¥16,289,675 ¥16,347,424 ¥ 57,748
(1) DEPOSIS ..o ¥16,825,736 ¥16,825818 ¥  (82)
(2) Negotiable certificates of deposit............. 310724 310,724 —
(3) Borrowed MOoney ..........cvvevreenicnininn. 3,795,700 3,795,696 3
Total liabilities . ¥20,932,161 ¥20,932,239 ¥ (78)
Derivative instruments*2 :

Hedge accounting is not applied.............. ¥ 2020¥% 2020 ¥ —

Hedge accounting is applied™................. (18,762)  (18,762) —
Total derivative instruments .............c.c.coev.. ¥ (16741)¥ (16741) ¥ —




Millions of Yen

Thousands of U.S. Dollars

Millions of Yen

Carrying Unrealized Carrying Unrealized Duein 1 Year Due after 1 Year Due after 3 Years Due after 5 Years Due after 7 Years
March 31,2021 Amount  FairValue Gains/Losses March 31,2022 Amount  FairValue Gains/Losses March 31,2021 or Less through 3 Years through 5 Years through 7 Years through 10 Years  Due after 10 Years
(1) Securities: (1) Securities: Securities:
Held-to-maturity SeCUrities..................... 153263 154,076 812 Held-to-maturity securities.........c.cc.oo...... $ 1298531 § 1,204414  § (4,117) Held-to-maturity SECUMtIES .......ceeverivirireias ¥ 23411 ¥ 42837 ¥ 22,425 ¥ 4546 ¥ 50,209 ¥ 1,000
Available-for-sale securities..................... 4,147,034 4,147,034 — Available-for-sale securities..................... 36,618,262 36,618,262 - Japanese national government bonds......... — — — — 50,000 —
(2) Loans and bills discounted... . 11,638,376 (2) Loans and bills discounted.. 95,909,275 Japanese local government bonds ... — 300 300 — — —
Allowance for loan losses™ .. . (76,632) Allowance for loan losses™" . (718,736) Japanese corporate bonds......................... 23,411 42,537 22,125 4,546 209 1,000
Net.... . 11,561,744 11,649,315 87,571 Net... .. 95,190,540 95,666,538 475,998 Available-for-sale securities
TOMAl ASSELS v V15,862,041 ¥15950426 ¥ 88,384 TOMAl SSELS ..o $133,107,333 $133579214  $471,881 with contractual maturities. ..., 232,387 562,166 539,141 600,128 682,068 1,044,538
(1) DEPOSHS ... ¥16,203,652 ¥16,223,944 ¥  (291) (1) DEPOSIS ... $137,487,631 $137,488303 (672 Japanese national government bonds......... 55,000 25,000 35,000 — 41,150 422,800
(2) Negotiable certificates of deposit........... 201417 291426 ® (2) Negotiable certificates of deposit............. 2530014 2539014 — Japanese local government bonds ............. 72,644 272,091 257,164 225,084 156,571 34,496
(3) BOrrowed MONY.........ovvveereeereveererneene 3,304,050 3,394,045 5 (3) BOrrowed MONY.........ovvveeeeereeereeeee. 31,015,692 31,015,664 28 Japanese corporate bonds 66,524 141,671 94,835 28,580 30,926 362,680
TOtal HADITHES -vvvvoovveveeeeveeeereeeeere e ¥19.009,120 ¥19.009,416 ¥  (295) TOtal HADITHES ..vvvvooevveeeeeee e $171,042,337 $171,042980  §  (644) Foreign currency bonds..............c..ccccooee 33,624 93,389 88,752 247,732 279,797 171,786
Derivative instruments*? : Derivative instruments* : 11T (O 4,593 30,014 63,388 98,731 173,623 52,773
Hedge accounting is not applied 2318¥ 2318 ¥ — Hedge accounting is not applied 16513 16513 § — Loans and bills discounted™........................... 2,716,174 1,831,213 1,522,769 990,737 1,064,918 3,091,878
Hedge accounting is applied.................... 6,708  (6,708) — Hedge accounting is applied* ............... (153,314)  (153314) = TOMl s ¥2,971,974 ¥2,436,217 ¥2,084,336 ¥1,595,412 ¥1,797,196 ¥4,137,416
Total derivative instruments .............cccco.co..... ¥ (4390)¥ (4390 ¥ @ — Total derivative instruments ...............ccccev.... $ (136802)% (136802 §$ —
*1 Allowances for loan losses relevant to loans and bills discounted have been deducted. Thousands of US. Dollars
*2 Derivative instruments recorded as trading assets, trading liabilities, other assets, and other liabilities include derivative transactions. Derivative instruments are presented as net of assets and Duein 1 Year Dueafter1Year ~ Dueafter3Years  Dueafter5 Years  Due after 7 Years
liabilities associated with derivative fransactions. March 31,2022 or Less through 3 Years through 5 Years through 7 Years through 10 Years  Due after 10 Years
*3 Interest rate swaps, currency swaps, and other derivative contracts have been designated as hedging instruments to fix cash flows of financial assets, including loans and bills discounted and Securities:
securities, and financial liabilities being hedged, offset changes in fair values, or reduce or eliminate foreign currency exchange rate fluctuation risks. Deferral hedge accounting and exceptional Held-to-maturity SECUNitieS.........cocevevevevervnnas $ 227,068 $ 344,076 $ 202,912 $ 42,154 $ 410,353 $ 8,171
accrual method have been applied to these swaps. The “Treatment of Hedge Accounting for Financial Instruments that Reference LIBOR” (Practical Solution No. 40 (revised 2022), March 17, Japanese national government bonds......... — — — — 408,563 —
2022) has been applied to these hedging relationships. Japanese local government bonds ............. 1,226 2,451 1,226 — — —
(a) The table below shows the carrying amounts of equity securities and other securities without readily available market prices and investments in partnerships and other J.apanese corporate F"?”ds i i LT sEl Ul i
investments in the consolidated balance sheet. These line items are not included in “Available-for-sale securities” stated in information on fair values of financial instru- Aﬁ?g&%&%ﬁﬂ? r?]i?ﬂrrilttilgss llllllllllllllllllllllllllll 2,519,165 5,071,239 3,855,989 5,480,112 5,074,473 11,130,695
ments. Japanese national government bons........ 204,282 285,994 — 336,248 — 5,346,462
Millions of Yen Thousands of U5, Dollars Japanese local government bonds........... 1,018,184 2,510,394 1,898,619 1,542,979 1,113,521 592,125
: _ _ : 2022 2021 2022 Japanese corporate bonds..............cv... 934,297 845,114 485,372 188,650 361,660 3,437,159
Equity securities without readily avallable Market prce™™....vvvwvvvvsrroe ¥ 4075 ¥ 4101 $ 33,304 Foreign currency bonds. 349,468 1,036,438 1,054,383 2,851,000 1,459,875 1,224,607
Investments in partnerships*® 37,968 27,988 310,254 12,935 393,300 417,614 561,146 2,139,417 530,342
*1 Based on Item 5 of the “Implementation Guidance on Disclosures about Fair Value of Financial Instruments” (ASBJ Guidance No. 19 (revised 2020), March 31, 2020), equity securities without 22,668,482 15,460,450 11,917,224 8,094,127 8,783,561 25,794,355
readily available market prices are out of the scope of the fair value disclosure. $25,414,714 $20,875,765 $15,976,124 $13,616,393 $14,268,387 $36,933,222

*2 During the year ended March 31, 2022, impairment losses on equity securities without readily available market price of ¥17 million ($140) were recognized.
*3 Based on Item 27 of the “Implementation Guidance on Accounting Standard for Fair Value Measurement” (ASBJ Guidance No. 31, July 4, 2019; hereinafter the “Fair Value Measurement Guid-
ance”), investments in partnerships and other investments are out of the scope of the fair value disclosure.

*1 As of March 31, 2022, loans and bills discounted with no contractual maturities amounting to ¥226,801 million ($1,853,254 thousand) and loans and bills discounted whose cash flow cannot
be estimated, such as “legal bankruptcy,” “virtual bankruptcy,” and “possible bankruptcy” loans, amounting to ¥163,722 million ($1,337,823 thousand) are not included.
*2 As of March 31, 2021, loans and bills discounted with no contractual maturities amounting to ¥268,417 million and loans and bills discounted whose cash flow cannot be estimated, such as

(b) The scheduled redemption amounts of monetary claims and securities with contractual maturities after the consolidated balance sheet date “legal bankruptcy,” “virtual bankruptcy,” and “possible bankruptcy” loans, amounting to ¥152,266 million are not included.

SR VT Due afer T Yeur Dueafer3 Yzl!:;om nggaﬁer =Vere Dieaer Ve (c) The scheduled repayment amounts of borrowed money and other interest-bearing liabilities after the consolidated balance sheet date
March 31,2022 or Less through 3 Years through 5 Years through 7 Years through 10 Years  Due after 10 Years Millions of Yen
Securities: Duein 1 Year Due after 1 Year Due after 3 Years Due after 5 Years Due after 7 Years
Held-to-maturity SeCUrties ..............oooooc..... ¥ 42,108 ¥ 24832 ¥ 5,158 ¥ 50219 y 1,000 March .31, 2022 or Less through 3 Years through 5 Years through 7 Years through 10 Years  Due after 10 Years
Japanese national government bonds _ _ _ 50,000 _ Depos.lts ! e ¥15,818,465 ¥879,596 ¥ 96,758 ¥6,050 ¥24,863 ¥—
Japanese local government bonds ............. 300 150 — — — Negotiable CErtficates of dgposit...........vve... bzt — — - - -
Japanese corporate bonds................ 41,808 24,682 5,158 219 1,000 Borrowed money S il SEe 5 : b
Available-for-sale securities TOMAl o ¥19,713,847 ¥996,720 ¥190,662 ¥6,054 ¥24,869 ¥6
with contractual maturities..............c.cccceeenee 308,295 620,618 471,895 670,656 621,013 1,362,174
Japanese national government bonds. . 25,000 35,000 — 41,150 — 654,300 Millions of Yen
Japanese local government bonds ............. 124,605 307,222 232,353 188,829 136,272 72,464 Duein 1 Year Due after 1 Year Due after 3 Years Due after 5 Years Due after 7 Years
Japanese corporate bonds........................ 114,339 103,425 59,399 23,087 44,260 420,639 March 31,2021 or Less through 3 Years through 5 Years through 7 Years through 10 Years  Due after 10 Years
FOreign CUrTency bonds ..............oooocree. 42,767 126,839 129,035 348,916 178,659 149,867 DEPOSIES *1 ..o ¥15,241,415 ¥ 848,914 ¥109,939 ¥1,230 ¥22,153 ¥—
Moo 1,582 48,132 51,107 68,673 261,821 64,903 Negotiable certificates of deposit..............ccvevaae 291,117 300 — — — —
Loans and bills diSCOUNted* .............ooooor.oe. 2,774,168 1,892,049 1,458,429 990,559 1,074,932 3,156,713 BOITOWEH MONY...oovvvvvvsvvis 3,195,212 168,103 30,570 149 5 8
TOMl oo ¥3,110252  ¥2554,776  ¥1,955158  ¥1,666,374  ¥1,746,165  ¥4,519,887 TOl o ¥1g 727,745  ¥1017,318 ¥140,510 ¥1,380 ¥22,158 *8
Thousands of U.S. Dollars
Duein 1 Year Due after 1 Year Due after 3 Years Due after 5 Years Due after 7 Years
March 31,2022 or Less through 3 Years through 5 Years through 7 Years through 10 Years  Due after 10 Years
DEPOSIES *1 ... $129,256,953 $7,187,423 $ 790,644 $49,444 $203,168 $—
Negotiable certificates of deposit.........c..ccvvvevnae 2,539,014 — — — —_ —
BOrrowed MOneY.........cvovvvevvviiicceeeeas 29,291,201 957,051 767,311 30 45 53
$161,087,167 $8,144,474 $1,557,955 $49,474 $203,214 $53

*1 In deposits, the cash flow of demand deposits is included in “Due in one year or less.”
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Matters Relating to Breakdown by Level of the Fair Value Hierarchy of Financial Instruments

The fair values of financial instruments are classified into the following three levels according to the observability and significance of the inputs used for fair value mea-

surement.

Level 1 fair value:  Fair value measured by quoted prices of the assets or liabilities being measured that are developed in active markets among the observable in-

puts for fair value measurement

Level 2 fair value:  Fair value measured by inputs for fair value measurement other than the Level 1 inputs among the observable inputs for fair value measurement

Level 3 fair value:  Fair value measured by unobservable inputs for fair value measurement

If multiple inputs that significantly impact the fair value measurement are used, the fair value is classified into the level with the lowest priority in the fair value mea-

surement among the levels to which those inputs belong.

(1) Financial instruments recorded at fair value in the consolidated balance sheet

Millions of Yen

Fair Value
March 31, 2022 Level 1 Level 2 Level 3 Total
Securities:
Available-for-sale securities
Japanese national government bonds............. ¥ 754,006 ¥ — ¥ — ¥ 754,006
Japanese local government bonds.................. —_ 1,065,641 — 1,065,641
Japanese corporate bonds..............cceveveine. — 676,378 90,242 766,620
Equity SECUMEIES ....vvvvevveeiiccccc s 240,360 13,326 — 254,187
Foreign currency bonds...........ccoeevvierirnnnn, 100,105 803,878 63,371 967,355
Derivative transactions:
Interest rate-related............ccccovveiviiiiirinnnnn, — 6,988 — 6,988
Currency-related ..., — 7,475 — 7,475
Equity-related...........ccoovvvviviiiieeicecn —_ 1,136 —_ 1,136
Bond-related ..........ccccovieiiiiiiiiceccc 2 — —_ 2
OthBT 1o —_ — 63 63
TOtal @SSELS ..o s ¥1,094,975 ¥2,574,826 ¥153,676 ¥3,823,478
Derivative transactions:
Interest rate-related............ccccooeiviiiiininnnn, ¥ — ¥ 1,710 B — ¥ 1,710
Currency-related ......c.ovovveeeriinieeeeei —_ 30,635 — 30,635
OthBI o — — 63 63
Total liabilities.........ccevriieiieiicccee s ¥ — ¥ 32,345 ¥ 63 ¥ 32,408
Thousands of U.S. Dollars
Fair Value
March 31, 2022 Level 1 Level 2 Level 3 Total
Securities:
Available-for-sale securities
Japanese national government bonds.............. $6,161,188 $ — $ — $ 6,161,188
Japanese local government bonds.................. —_ 8,707,648 —_ 8,707,648
Japanese corporate bonds..............cccevevenne. — 5,526,871 737,394 6,264,265
Equity SECUMEIES ... 1,968,136 108,897 — 2,077,034
Foreign currency bonds..........cceevvivierninnnn, 817,991 6,568,708 517,827 7,904,526
Derivative transactions:
Interest rate-related...........c.ccooeveviviicirinnnn, — 57,106 — 57,106
Currency-related ..........oovveeiiiiieeieeinen — 61,083 — 61,083
Equity-related.........ccccoovvvrriiiiiciis —_ 9,289 —_ 9,289
Bond-related ..........ccccoviiiiiiiiiieeci 22 — — 22
OthBT o — — 515 515
TOtal @SSELS ..o $8,947,337 $21,039,604 $1,255,736 $31,242,676
Derivative transactions:
Interest rate-related...........c.ooovcvevvirieieeinen. $ — $ 13974 $ — $ 13974
Currency-related ..., — 250,329 — 250,329
OtNBT . —_ — 515 515
Total liabilities.........ccccvvveeeiereiiccee e $ — $ 264,302 $ 515 $ 264,818

The table above does not include the investment trusts and other securities to which the transitional measures have been applied, which are set forth in ltem 26 of
the Fair Value Measurement Guidance. The amount of the investment trusts and other securities in the consolidated balance sheet is ¥673,530 million ($5,503,602 thou-

sand).
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(2) Financial instruments other than those recorded at fair value in the consolidated balance sheet

Millions of Yen
Fair Value
March 31, 2022 Level 1 Level 2 Level 3 Total
Securities:
Held-to-maturity securities
Japanese national government bonds............. ¥57,450 v — b — ¥ 57,450
Japanese local government bonds.................. —_ 599 —_ 599
Japanese corporate bonds ... — 997 99,363 100,360
Loans and bills discounted............c.cccoveernne — — 11,707,670 11,707,670
TOtal @SSELS ..o ¥57,450 ¥ 1,597 ¥11,807,034 ¥11,866,081
Deposits
DEPOSIES ..o — 3,795,696 —_ 3,795,696
Negotiable certificates of deposit.................... ¥ — 16,825,818 ¥ — 16,825,818
BOrrowed money ..........oovveiiiiiiieeeens —_ 310,724 —_ 310,724
Total liabilities ..........ccvvvereeieieeeeeeecee e ¥ — ¥20,932,239 ¥ — ¥20,932,239
Thousands of U.S. Dollars
Fair Value
March 31,2022 Level 1 Level 2 Level 3 Total
Securities:
Held-to-maturity securities
Japanese national government bonds.............. $469,439 $ — $ = $ 469,439
Japanese local government bonds... — 4,900 — 4,900
Japanese corporate bonds...... —_ 8,151 811,923 820,074
Loans and bills discounted... — —_ 95,666,538 95,666,538
TOtal @SSELS ... $469,439 $ 13,051 $96,478,461 $ 96,960,952
Deposits
DEPOSIES . —_ 31,015,664 —_ 31,015,664
Negotiable certificates of deposit.................... $ — $137,488,303 $ — 137,488,303
BOrrowed money ..........ocoeevieiiiiiiieeeens —_ 2,539,014 —_ 2,539,014
Total abilities...........ccovevveverereeceeeeeeeeee e $ = $171,042,980 $ — $171,042,980

(a) Explanation of valuation techniques and inputs used for fair value measurement

Assets

Securities

The fair values of securities for which unadjusted quoted prices in active markets
are available are classified as Level 1, which mainly includes listed equities and
Japanese national government bonds.

In case the markets are inactive even if the quoted prices are available, the
fair values are classified as Level 2, which mainly includes Japanese local gov-
ernment bonds and Japanese corporate bonds.

In case the quoted prices are not available, the fair values are the prices
valued by an information vendor, a broker or other sources of market information,
or the prices determined by valuation techniques such as the discounted cash
flow method. In valuing these prices, observable inputs are used to the maxi-
mum, which include market rates, government bond yields, credit spreads, de-
fault rates, and recovery rates. When the fair values are measured by significant
unobservable inputs, they are classified as Level 3.

The fair values of private placement bonds are measured by reflecting de-
fault rates and other credit risk factors in the discounted present value deter-
mined by a discount rate adjusted for a market rate. As the discount rate and
default rates are unobservable, the fair values are classified as Level 3.

The fair values of securitized products are based on valuations obtained
from an information vendor, a broker or other sources of market information.
These fair values are classified as Level 3 when significant unobservable inputs
are used and as Level 2 when other inputs are used.

The fair values of investment trusts are measured at the disclosed net asset
value and others. These fair values are not classified into any level by applying
the transitional measures set forth in Item 26 of the Fair Value Measurement
Guidance.
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Loans and bills discounted

The fair values of loans and bills discounted are determined by discounting the
principal and interest amount at the discount rate reflecting credit risk and other
risks in market rates by categories according to the types, internal ratings and
terms of the loans and bills discounted. The carrying amounts of loans and bills
discounted with floating-interest rates approximate fair value when customers’
credit risks have not changed significantly after lending because the market rates
are promptly reflected in the floating-interest rates. The carrying amounts of
loans and hills discounted with maturity less than one year approximate fair value
because of their short maturities.

For loans to obligors classified as “legal bankruptcy,” “virtual bankruptcy,”
and “possible bankruptcy,” an allowance is provided based on the discounted
cash flow method or based on amounts expected to be collected through the
disposal of collateral or execution of guarantees. The carrying value, net of the
allowance as of the consolidated balance sheet date, is a reasonable estimate of
the fair values of those loans.

The carrying amounts of loans and bills discounted that do not have fixed
maturities due to loan characteristics, such as limited loan amounts within the
value of pledged assets, approximate fair value due to their expected repayment
periods and interest rate conditions. These fair values are classified as Level 3.



Liabilities

Deposits and negotiable certificates of deposit

The fair values of demand deposits are the amounts paid immediately according
to the demands on the consolidated balance sheet date. The fair values of time
deposits are determined by discounting the contractual cash flows grouped by
the remaining duration at the rates that would be applied for similar new con-
tracts.

The carrying amounts of time deposits whose deposit terms are one year or less
approximate fair value because of their short deposit terms. These fair values are
classified as Level 2.

Borrowed money

The fair value of borrowed money is determined by discounting the principal and
interest amount of the borrowed money grouped by the remaining duration at the
rate that would be applied for similar new contracts. The carrying amount of bor-
rowed money with a floating-interest rate is considered to approximate fair value
because the market rate is promptly reflected in the floating-interest rate and the
credit risks of the Company and its consolidated subsidiaries have not changed
significantly after lending. The carrying amount of borrowed money with maturity
of one year or less approximates fair value because of its short maturity period.
This fair value is classified as Level 2.

Derivatives

The fair values of derivatives for which unadjusted quoted prices in active mar-
kets are available are classified as Level 1, which mainly includes bond futures.
However, since most derivatives are over-the-counter transactions and there are
no quoted prices, the fair values of derivatives are measured using valuation
techniques such as the discounted cash flow method and the Black-Scholes
model, depending on the type of transaction and the maturity period. The main
inputs used in those valuation techniques include interest rates, currency rates,
stock prices and volatility. Price adjustments are also made based on the credit
risk of counterparties and the credit risk of the consolidated banking subsidiaries
themselves. When unobservable inputs are not used or the impact of unobserv-
able inputs is not material, the fair values are classified as Level 2, which in-
cludes such transactions as plain vanilla interest rate swaps and forward
exchange contracts. When significant unobservable inputs are used, the fair val-
ues are classified as Level 3.

(b) Information on Level 3 fair value of financial instruments recorded at fair value in the consolidated balance sheet

(1) Quantitative information on significant unobservable inputs

March 31,2022 Valuation Technique

Significant Unobservable Input Input Range

Weighted-average Input

Securities:
Available-for-sale securities

Japanese corporate bonds Discounted cash flow method

Discount rate
Default rate

0.206% — 0.332% 0.230%
0.030% — 8.306% 0.238%

(2) Changes from the beginning balance to the ending balance, and unrealized gains or losses recognized in income or loss

Millions of Yen

IncomeyLoss or
Qther Comprehensive Income for the Year

Unrealized Gains/Losses on
Financial Assets and
Financial Liabilities Held as
Net of of the Consolidated Balance

Recorded in Other  Purchase, Sale, Transfer to Transfer from Sheet Date, which are
Beginning Recorded in Comprehensive Issuance and Level 3 Fair Level 3 Fair Recorded in Income/Loss
March 31,2022 Balance Income/Loss*! Income*? Settlement Value Value Ending Balance for the Year
Securities:
Available-for-sale securities
Japanese corporate bonds........ ¥93,499 ¥ (0 ¥(418) ¥(2,838) ¥— ¥— ¥90,242 ¥ —
Equity securities.... 56,484 6,155 (219) 951 — — 63,371 6,205
Derivative transactions .
Other. ..o 0) 0 — — — — 0) —
Thousands of U.S. Dollars
IncomeyLoss or Unrealized Gains/Losses on
Qther Comprehensive Income for the Year Financial Assets and
Financial Liabilities Held as
Net of of the Consolidated Balance
Recorded in Other ~ Purchase, Sale, Transfer to Transfer from Sheet Date, which are
Beginning Recorded in Comprehensive Issuance and Level 3 Fair Level 3 Fair Recorded in Income/Loss
March 31,2022 Balance Income/Loss*! Income*? Settlement Value Value Ending Balance for the Year
Securities:
Available-for-sale securities
Japgnese quporate bonds........ $764,011 $ 0) $(3,419) $(23,198) $— $— $737,394 $ —
Equity securities.... - 461,549 50,297 (1,795) 7,776 — — 517,827 50,706
Derivative transactions .
O U] 0 — — — — (0) —

*1 The amounts are included in “Interest and dividends on securities,” “Other operating income,” and “Other operating expenses” in the consolidated statement of income.
*2 The amounts are included in “Unrealized gains (losses) on available-for-sale securities” in the consolidated statement of comprehensive income.
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(3) Explanation of the fair value measurement process

In the Group, the middle and back offices at the consolidated banking subsidiar-
ies have established a fair value measurement policy and procedures. The Group
verifies the reasonableness of the valuation techniques and inputs used for fair
value measurement and the appropriateness of the fair value level classification
for the measured fair values and level classification.

The Group uses valuation models that most appropriately reflect the nature,
characteristics and risks of individual assets to measure their fair values. When
using quoted prices obtained from third parties, the Group also verifies the rea-
sonableness of the prices in an appropriate way, for example, examining valua-
tion techniques and inputs used and comparing the prices with the fair values of
similar financial instruments.

23. DERIVATIVES

(4) Explanation of the impact on fair value when changing significant unobserv-
able inputs

The significant unobservable inputs used to measure the fair values of private
placement bonds are the discount rate and default rates. In general, a significant
increase or decrease in these inputs causes a significant decrease or increase in
these fair values.

(1) Derivative Transactions to Which Hedge Accounting Is Not Applied as of March 31, 2022 and 2021
With respect to derivatives to which hedge accounting is not applied, contract amount or notional principal, fair value, and the related valuation gains (losses) at the fiscal
year end date by transaction type and valuation method of fair value are described below. Note that contract amounts do not represent the market risk exposure associat-

ed with derivatives.

Consolidated banking subsidiaries had the following derivative contracts, which were quoted on listed exchanges, outstanding as of March 31, 2022 and 2021, as

follows:
Millions of Yen Thousands of U.S. Dollars
Contract Amount Contract Amount
Contract Due after Fair Unrealized Contract Due after Fair Unrealized
March 31, 2022 Amount One Year Value Gains/Losses Amount One Year Value Gains/Losses
Bond-related transactions
Bond futures:
¥601 — ¥2 ¥2 $4,915 — $22 $22
—_ —_ ¥2 ¥2 — — $22 $22
Millions of Yen
Contract Amount
Contract Due after Fair Unrealized
March 31, 2021 Amount One Year Value Gains/Losses
Bond-related transactions
Bond futures:
SOl e ¥905 — ¥(1) ¥(1)
Bought....coovviiccccce — — — —
TOtal oo — — ¥(1) ¥(1)

Note: 1 The above transactions are stated at fair value, and the related valuation gains (losses) are reported in the consolidated statement of income.
2 Fair values of above transactions are determined based on closing prices at the Osaka Exchange or other relevant exchanges.
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Consolidated banking subsidiaries had the following derivative contracts, which were not quoted on listed exchanges, outstanding as of March 31, 2022 and 2021, as fol-

lows:
Millions of Yen Thousands of U.S. Dollars
Contract Amount Contract Amount
Contract Due after Fair Unrealized Contract Due after Fair Unrealized
March 31, 2022 Amount One Year Value*1*2 Gains/Losses Amount One Year Value*'*? Gains/Losses
Interest rate-related transactions
Interest rate swaps:
Receive fixed and pay floating...... ¥189,153 ¥182,728 ¥ 708 ¥ 708 $1,545,627 $1,493,122 $ 5,786 $ 5,786
Receive floating and pay fixed..... 189,153 182,728 1,254 1,254 1,545,627 1,493,122 10,251 10,251
Receive floating and pay floating....... 1,323 —_ (2) (2) 10,812 —_ (22) (22)
Cap transactions:
SOl oo 1,147 792 (3) 12 9,376 6,474 (26) 100
Bought ..o 1,147 792 3 (3) 9,376 6,474 26 (30)
Swaption:
SO . 26,220 26,220 (234) (0) 214,251 214,251 (1,920) 7
BOUGNt ..o 26,220 26,220 234 234 214,251 214,251 1,920 1,920
Total v — — ¥1,959 ¥2,202 — — $ 16,014 $ 17,997
Currency-related transactions
CUITENCY SWAPS.......vevveiiririiiirnan ¥161,773 ¥149,929 ¥ 140 ¥ 140 $1,321,899 $1,225,116 $ 1,152 $ 1,152
Forward exchange contracts:
SOl 73,994 4,292 (3,545) (3,545) 604,630 35,078 (28,968) (28,968)
Bought ..o 60,856 4,095 3,576 3,576 497,271 33,465 29,221 29,221
Currency option contracts:
SOl v 63,470 41,954 (1,456) (184) 518,635 342,824 (11,899) (1,506)
Bought ..o 63,470 41,954 1,334 654 518,635 342,824 10,901 5,349
Total v — — ¥ 49 ¥ 642 — — $ 407 $ 5,248
Other transactions
Earthquake derivatives:
SOl v ¥ 6,000 —_ ¥ (63) —_ $ 49,028 —_ $ (516) —
BOUugnt ..o 6,000 —_ 63 —_ 49,028 —_ 515 —_
- - ¥ 0 - - - $ O —
Millions of Yen
Contract Amount
Contract Due after Fair Unrealized
March 31,2021 Amount One Year Value*'*? Gains/Losses
Interest rate-related transactions
Interest rate swaps:
Receive fixed and pay floating...... ¥164,294 ¥154,105 ¥ 3,268 ¥ 3,268
Receive floating and pay fixed..... 164,294 154,105 (1,289 (1,289)
Cap transactions
SO v 656 587 ) 7
Bought .....oovvvcciii 656 587 0 4)
Swaption:
SOl o 19,020 19,020 (96) 45
Bought ... 19,020 19,020 96 96
TOtAl v — — ¥1,979 ¥2,123
Currency-related transactions
CUITENCY SWAPS:.....evvevvveriiiiieria ¥169,976 ¥142,733 ¥ 209 ¥ 209
Forward exchange contracts
SO v 64,320 4,210 (2,222) (2,222)
BOUught ....cvvvvcicccc 62,319 4,145 2,346 2,346
Currency option contracts: 118,154 76,594 (2,937) 375
SOl oo 118,149 76,594 2,945 1,767
— — ¥ 340 ¥2476
Other transactions
Earthquake derivatives:
— ¥ (97 —

Note:  *1 The above transactions are stated at fair value and the related valuation gains (losses) are reported in the consolidated statement of income.
*2 Fair values of above transactions are determined based on a discounted cash flow model, an option-pricing model, or other models as appropriate.

*3 Acquisition costs are regarded as fair value as it is extremely difficult to determine the fair appraised value.
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(2) Derivative Transactions to Which Hedge Accounting Is Applied as of March 31, 2022 and 2021

With respect to derivatives to which hedge accounting is applied, contract amount or notional principal and fair value at the fiscal year end date by transaction type and
hedge accounting method and valuation method of fair value are as follows. Note that contract amounts do not represent the market risk exposure associated with deriva-

tives.

Consolidated banking subsidiaries had the following derivative contracts, which were accounted for based on the principle method, outstanding as of March 31,

2022 and 2021, as follows:

Millions of Yen Thousands of U.S. Dollars
Contract Amount Contract Amount
Contract Due after Fair Contract Due after Fair
March 31,2022 Hedged Item Amount One Year Value Amount One Year Value
Interest rate-related transactions*'*
Interest rate swaps:
Receive floating and pay fixed...... Securities ¥160,000 ¥160,000 ¥ 3,334 $1,307,403 $1,307,403 $ 27,243
Receive floating and pay floating .... 30,000 —_ (19) 245,138 —_ (125)
TOtal v — — ¥ 3318 — — $ 27,118
Currency-related transactions*?*° Loans, securities, deposits,
CUITENCY SWAPS.....cvvvvervveiereriiienas foreign exchanges, etc., which ¥ 66,366 ¥ 165 ¥ (4,330) $ 542,300 $ 1,348 $ (35,385)
Forward exchange contracts ............ are denominated in foreign — — — — — _
Foreign exchange SWap ................... currencies 231,309 125,726  (18,887) 1,890,096 1,027,345  (154,337)
L1 I — — ¥(23,218) — — $(189,722)
Equity-related transactions***®
Stock forward contracts Available-for-sale securities
SOl oo ¥ 3,036 — ¥ 1,136 $ 24,809 — $ 9,289
TOtal oo — — ¥ 1,136 — — $ 9,289
Millions of Yen
Contract Amount
Contract Due after Fair
March 31, 2021 Hedged Item Amount One Year Value
Interest rate-related transactions*'**
Interest rate swaps:
Receive floating and pay fixed......Securities ¥ 85,000 ¥50,000 ¥1,519
Total oo — — ¥1,519
Currency-related transactions*?*° Loans, securities, deposits,
CUITENCY SWAPS......oovvvvriiciinriiiens foreign exchanges, etc., which ¥ 85,055 ¥ 270 ¥(4,060)
Forward exchange contracts ............ are denominated in foreign — — —
Foreign exchange swap ................... currencies 130,733 70,121 (4,440)
— — ¥(8,500)
Equity-related transactions***®
Stock forward contracts Available-for-sale securities
SOl oo ¥ 6,946 — ¥ 272
Total oo — — ¥ 272

Note: 1. Interest rate-related transactions are primarily accounted for using the deferral method in accordance with “Accounting and Auditing Treatment relating to the Adoption of ‘Accounting
for Financial Instruments’ for Banks” (JICPA Industry Audit Committee Report No. 24, February 13, 2002).

2. Currency-related transactions are primarily accounted for using the deferral method in accordance with “Accounting and Auditing Treatment relating to Accounting for Foreign Currency
Transactions in the Banking Industry” (JICPA Industry Audit Committee Report No. 25, July 29, 2002).

3. Equity-related transactions are accounted for using the deferral method.

4. Fair values of exchange-traded transactions are determined based on closing prices at the Tokyo Financial Exchange or other relevant exchanges. Fair values of over-the-counter-trad-
ed transactions are determined based on a discounted cash flow model, an option-pricing model, or other models, as appropriate.
5. Fair value is determined based on a discounted cash flow model.

6. Fair value is determined based on prices provided by correspondent financial institutions.
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Consolidated banking subsidiaries had the following derivative contracts, which were accounted for by the exceptional accrual method, outstanding as of March 31, 24.0THER COMPREHENSIVE INCOME (LOSS) 25.SEGMENT INFORMATION

2022: The components of other comprehensive income (loss) for the years ended Under ASBJ Statement No. 17, “Accounting Standard for Segment Information
Millions of Yen Thousands of U.S. Dollars March 31, 2022 and 2021, were as follows: Disclosures,” and ASBJ Guidance No. 20, “Guidance on Accounting Standard for
Contract Amount Contract Amount Thousands of Segment Information Disclosures,” an entity is required to report financial and
Contract Due after Fair Contract Due after Fair Millions of Yen U.S. Dollars e | : ;
March 31,2022 Hedged frem ey One Year Value S One Year Value 022 T 022 descriptive information about its reportable segments. Reportable segments are

operating segments or aggregations of operating segments that meet specified

Interest rate-related transactions Unrealized gains (l0sses) o Operat ! ol i about which .
Interest rate swaps: on available-for-sale securities: gr| er|§. vpera |ng segmen.s are componenv s of an .en |.y about which separate
Receive fixed and pay floating......Loans and borrowed money ¥ — ¥ — ¥ — $ — § — & — (Losses) gains arising during the financial information is available, and such information is evaluated regularly by
Receive floating and pay fixed...... 11,489 4,772 182 93,882 39,000 1,495 YBAT o ¥(82,725) ¥115932  $(675,970) the chief operating decision maker in deciding how to allocate resources and in
Total _ _ ¥182 _ _ $1.495 Reclassification adjustments assessing performance. Generally, segment information is required to be report-
"""""""""""""""""""""""""""""" : to profit or 108s.......cccovvvvvvevrinn 1,774 (3,731) 14,500 ed on the same basis as is used internally for evaluating operating segment per-
Millions of Yen Amount before formance and deciding how to allocate resources to operating segments.
CEmiiEE: AT INGOME taX BfECt......c..oc... (80,950) 112,201 (661,470) The Group engages in banking and other related activities, such as leasing,
: Income tax effect .... .. 24487 (34,009 200,090 o . . . - :
Contract Due after Fair securities, and credit card services. Segment information is not disclosed due to
March 31,2021 Hedged Item Amount One Year Value TOtal ¥(56,463) ¥ 78,192  $(461,380) . - ) )
- ) o the immateriality of operations other than banking.
Interest rate-related transactions Deferred gains (losses) on derivatives
Interest rate swaps: under hedge Other segment-related information:
Receive fixed and pay floating......Loans and borrowed money ¥y — ¥ — ¥ — Gains arising during the year......... ¥ 9,106 ¥ 2118 § 74410 (1) Information by sevi '
Receive floating and pay fixed...... 10,309 9,687 (179) Reclassification adjustments ormation by senvices
: : 10 Profit or l0SS.....cvvvvvevvvrieeinnns 14 (25) 121 Millions of Yen (Thousands of U.S. Dollars)
TOtl . i ¥(179) Amount before income tax Lendmg \nvestment
Note: The exceptional accrual method of hedge accounting, as specifically permitted for certain interest rate swaps, is valued with the hedged items as a whole so that the fair value is included in 9,121 2,093 74,531 March 31,202 (Upelellon: (Gpeleilon, Witz et
the fair value of borrowed money and loans and bills discounted (“Note 22. FINANCIAL INSTRUMENTS AND RELATED DISCLOSURES (5) Fair Values of Financial Instruments”). . (2,778 (636) (22,671) Total income
Y 6346 ¥ 1457 $ 51,860 from external ¥106,411 ¥53,342 ¥108,335  ¥268,090
’ ’ ’ CUSIOMETS.......vvnv ($869,521) ($435,877) ($885,241) ($2,190,639)
Defined retirement benefit plans:
(Losses) gains arising during the Millions of Yen
N ¥ (154 ¥ 17382 § (1,264) Cendng Tnvesiment
Reclassification adjustments to March 31,2021 Operations Operations Other Total
Profit Or 10SS vv.vvvvvvcveeeiireeiias (487) 1,611 (3,980) Total income
Amount before income tax from external
effeCt v (641) 18,994 (5,243) CUSLOMEIS............. ¥108,277 ¥68,606 ¥97,841 ¥274,726
Income tax effect .........c.cocoeni. 197 (5,774) 1,610
Total oo e ¥ (444) ¥ 13219 $ (3,633 (2) Information by geographic region
Total other comprehensive (loss) Since the ordinary income and total tangible fixed assets attributable to the “Ja-
INCOME .o ¥(50,561) ¥ 92,869  $(413,153)

pan” segment account for more than 90% of the total of all geographic seg-
ments, geographical segment information has not been presented.

(3) Information by major customers

Since there has been no specific customer to whom the Group sells more than
10% of total ordinary income on the consolidated statement of income, informa-
tion on major customers has not been presented.

(4) Information on loss on impairment of fixed assets by reportable segment
Information on loss on impairment of fixed assets is not disclosed due to imma-
teriality, except for the banking business.

(5) Information on amortization and unamortized balance of goodwill by report-
able segment

Information on amortization and unamortized balance of goodwill is not disclosed
due to immateriality, except for the banking business.

(6) Information on gain on negative goodwill by reportable segment

Information on gain on negative goodwill is not disclosed due to immateriality,
except for the banking business.
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26. RELATED-PARTY TRANSACTIONS

Related-party transactions of consolidated subsidiaries of the Company with its directors or major individual shareholders for the years ended March 31, 2022 and 2021
were as follows:

Year ended March 31, 2022

There was none of material information to be stated.

Year ended March 31, 2021

Capital
(Millions of Yen
/Thousands of Transactions Outstanding Balance
Type Name Location U.S. Dollars) Business Ownerships  Relationship (Millions of Yen) (Millions of Yen)
. Loans and
A director or T, . !
' ) ’ Kinichi Suzuki — — — — — Loan ¥99 bills ¥99
director’s close relative discounted

Terms and conditions on transactions and transaction policy:
The interest rate on loans is reasonably determined considering the market rate.

27.SUBSEQUENT EVENTS
Establishment of subsidiary

Not applicable.
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INDEPEMDENT AUDITOR'S REPORT

To the Board of Directors of Mebuki Financial Group, Inc.:

Dpinion

Wie have audited the consofidated financial statements of Mebuki Finencial Groug, Inc. and its
consolidated subsidanes (the "Group”), which compnsa the consolidated balance sheet as of March 31,
2022, and the consolidated statement of income, consolidated statement of comprehansive intome,
consolidated statement of changes in equity and consolidated statement of cash fiows for the year than
ended, and notes to the consolidated financial statements, including a summary of significant accounting
policies, all expressed in Japanese yan.

In our opinion, the accompanying consohdated financeal statements presant fairly, in all material
nespects, the consolidated financial position of the Group as of March 31, 2022 and its consolidatad
financial performanca and its consclidated cash fiows for the year then ended in eccordance with

accouniing prnciplas genarally accepbed in Japan
Convenience Translation

Qur audit also comprehended the fransiation of Japanese yen amounts into U.S. dofiar amounts and, in
our opinion, such transiabion has been made In accordance with the basis stated in Node 1 o the
consolidated financial statements, Such U.S dollar amounts ane presenbed solely for the convensance of
readars outside Japan,

Basis for Opinion

We conducted our audit in accordance with auditing standards generally accegted 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. W are independent of the Group in
accordance with the provisions of the Gode of Professional Ethics in Japan, and we have fulfiled our
cther ethical responsibiities as awditors, We believe that the audt evidence we have obdained is
sufficient and appropriate to provide a basis for our opinian

Key Audit Matter
A kay audit matter is a makter that, in our professional judgment, was of most significance i our audit of
the consalidated financial stataments of the current period. The matter was sddressed in the context of

aur sudit of the consolidated financial statements as & whole, and in forming our opinlon thereon, and wa
do not provide & separaie opaion an the mather,

Pl oot

Deediinta FvucF Tolwnati Limited
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Datermination of the allowance for loan losses

Mabuki Financial Group, Inc. has Joyo Bank, Lid. and Ashikaga Bank, Lid. as ils banking subsidianes.,
Joyo Bank, Ltd, and Ashikaga Bank, Lid. perform lending operations focusing on the business feasibility
evaluation of local companies, such as their potenbal growth and business sustamability mainly within
thair core markets, which are |baraki Prefecture, Tochigl Prefecture and adjacent areas. Lending
cperations have a polential risk thal a credd loss may be Incurred when a8 or part of a loan becomes
uncoliectible dus to the borrower's bankruptcy and other adverse conditions, Joyo Bank, Ltd. and
Ashikaga Bank, Lid record the allowance for loan kisses to provide for swch credit kosses, As of March
31, 2022, the Group recorded the loans and bifls discounted of ¥11,737 .3 bfion and the allowance for
foan kosses of ¥93 8 billion on the consolidated batance sheet Accounting polickes of Joyo Bank, Lid
and Ashikaga Bank, Ltd for the alhowance for loan loases are disclosed in Mote 2.h, Summary of
Significant Accounting Policies—ABorwance for Loan Losses, and the Naote, Significant Accownting
Estimate—aAllewance for Loan Losses, included in the consolidated financial statemants.

Key audit matter descriplion

The allowanca for lxan losses s caloulated in accardance with intarnal policies related to the salf
assesament of agsal quaily standards and the write offs and provisions standards. Howaver, the
calculation process Includes various estimates, such as the determenation of the borrower's credit
catagory, which is classified based on the evaluation of the borrower's debt service capacity, the
assessmant of the vabee of collateral provided by the borrower, and adjustments for future loss
projeciions for the loss rate calculated based on hisiorical cradif loss axperiences. Thess astimates also
include the assessment of the impact of the novel cononavirus (COVID-19) pandamic.

Armong these eslimates, the bormower's credit category, which & 8 significant factor in determining the
aliowance for kaan losses, is highly dependent on the judgments about the expected future recovery of
the bormower's business performance, aspecially in cases where the borrower &5 classified as a "borrower
requiring caution exchuding bomrowers requiring maonitoring” or "borrower requiring monifonng " based an
an expactation that the borrower's business parformanca in the future will improve despae its current
urfavorable business parformance and financial position.

The judgments about the expected future recovery of the borrower's future business performance include
forecasts of future demand for the borrower's business, etc. and evaluation of the feasibility of the
borrower's measunes o improve its business performance based on such forecasts. For this reason, the
estimate is highly uncertain and highly dependent on the significant judgments by managament In
particular, the degree of snoartainty and dependence on the judgments tends 1o bacome highar for
barrowers who ara significantly impacted by the COVID-19 pandemic,

Alsg, in cases where the amount of the total lending outstanding on these bofrmowers, less estimated
recovaries from disposal of collaterals and execution of guarantees (hersinafter refermed lo as
"unsecuned amount”) is quantitatively significant, the Greup's allowance for lean losses may be
significantly understated if Joyo Bank, Lid. and Ashikaga Bank, Lid. fail to correctly estimate the outlook
for future improvement of the borrowers business performance and as a result incomrecily classify the
bosrower a8 8 "borrower requiring caulion excluding barrowers requirng manitoring” or "borrowar
reguiring rmonitoring.”

Therefore, we ihentifed, as a key audit matter, the reasonableness of the determination of the barrowers'
credit calegonies for those borrowers with a significant unsecured amount who are classified as
"borrowars requiring caution excluding borrowens requining moniloning” or "Borrowars regquirng
monionng” based on the expectation of the Group that thesr business perormance will improve in the
future despite thel current unfavorable business performance and financial positions

Joyo Bank, Lid. and Ashikega Bank, Lid. design and operale conlrols over the salf assessment of the
quality of assets which is parformed in multiple steps. The assessment of the quality of assets parformed
by the business offices & reviewed by the credit related divisions in the headquarters, and then
indapandently axaminad by e Intermal Audit division,
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How the key audit matter was addressed in the audit
We parfarmed the following procedures, among others, 1o address the key audit mattar:

We inquired of the personnel who performed the relevant conbrol activitees over the self assassment of
the qualty of assets and inspected relevant documents fo corroberate the responses to evaluate the
design and cperating effectiveness of the infarmal conirols.

We selected, amang the borrowers subject to the self assessment of the guality of assets perfarmed
by Joyo Bank, Lid. gnd Ashikaga Bank, Ltd , the bomowsrs with a significant unsecured amount who
are classhied as "bomowers requining caulion excluding borrowars requirng monionng” or “bomowers
reguiring moniforing” because the Group axpacks thelr business parformance bo improve in the fubure
despite their current unfavorable business performance and financil posiicns and performed the
following procadures, amang others

* To understand factors of these borfowers” unfavorabie business parformance, we made inguiries o
the credit related divisions. Also, o corfoborsie the conlents of faciors of these bormrowears'
unfavorable business perfarmance abtained through the responses, we iInspected these borrowers'
triaf balances, financial statements and vanous other documents containing nformation about the
borrowers' business conditions

* Toevaluaie ihese bormowers' measures (o improve thelr business perfarmance and views of the
Group on e impact of the COVID-18 pandemic on thess bamowers, we made inguinas to the credil
related divisions. Alss, to cormoborate the rabonale for these bomowers’ future business performance
projechons cbilained through the responses, we inspected monitoring documants that describa the
progress of the actual business performance 1o daie, conduciad tnancial analysis, and assessed
whether the future business performance projections were reasonable and feasible in kght of these
borrewers’ Dusiness anvironment and the nature of their business operations.

Crthver Information

Managemeni is responsible Tor the other information. The Audd and Supenisory Commétes is
responsible for eversesing the Direciors’ 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 Repor, but does not include the consolidated financal statements and our
auditor's repart hareon.

Qur opingn on the consolidated financial statements does nol cover the other information and we do nat
exprass any form of assurance conclusion hereon

In cannection with aur audit of the consolidated financial statemeants, our responaibility 18 to read the
othver information and, in deing so, consider whether the other information is materially inconsistent with
the eonsolidated financial stetements ar our knowledge obtained in the audit or othinwisa appears o be
matenally misstated

If, based on the work we have performed, we conclude that there I8 3 materal misstatement of this athar
information, we are required to report that fact We have nothing to report in this regard.

Responsibilities of Managemant and the Audit and Supervisory Commitiee for the Consolidated
Financial Statements

Managemant is responsible for the preparation and fair presentation of the consolidated financial
staterments in sccordance with accounting principles generally accepted in Japan, and lor such ntermal
contrad s management determings is necessary to enabie the preparation of consolidated financial
staterments thal are free from matenal misstaternent, whether due o fraud or amor
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In prepaning the consolidated financial statements, managamant is responsible for assessing the Group's W communicate with the Audit and Supervisary Commitiee regarding, among other matters, the

ability o conlinue &s a golng concern, disciosing, s applicable, matiers related to going concem n plannad scope and timing of the audd and significant awdit findings, ncluding any significant deficiencies
accordance with accounting principles generally eccepied in Japan and using the going concam basis of in intemal contral thai we identify dunng our audit.
aotounting unless management either mtands bo bgquidate the Graup or o cease apdsalong, of hiis no
realstic alternative bul ko do so W also provide the Audit and Supendisary Commitiee with a stalemeant that we have complied with
relevani ethical reguirements regarding independence, and communicale with it all relationships and
The Audit and Supervisory Commites is responsible for oversesing the Directors’ execution of duties other matters that may reasonably be thowght to bear on our independence, and where applicable,
relating to the design and oparating effectiveness of the controls over the Group's financial repoding ralated safeguards.
process
From the matters communcaied with the Audd and Supenvisory Commétes, we determine those matters
Auditor's Responsibilities for the Audit of the Consolidated Financial Statements that were of most significance in the audit of the consolidated financial statements of the currant period
and are tharefore the key audit mattars. We describe thess matters in our auditor's raport unless law of
Cur objectives are to obtain reasonable sssurance about whather the consclidated financial statements reguiation preciudes public disciosura about the matier or when, in @xtramely fare cifCUMSIaNcES, W
as a whole are free from matarial misstaterment, whelher dua 1o fraud or o, and b ssue an audiors determine that a matler should not be communicated in our repor because the adverse consequences of
report that includes aur opinion. Reasonable assurance = a high level of assurance, but s not 8 doing 50 would reasonably be expected to outweigh the public interest benefits of such communication
guarantes that an audit conducted in accordance with awditing standards generally accepled in Japan
will always detect a material misstatement when i exdsts. Messtatements can arise from fraud of ermor Interest Required 1o Be Disclosed by the Certifled Public Accountants Act of Japan
end are congidered material i, individually or in the aggregate, they could reasonably be expected to
influgnce the ecomomic decisions of users taken on the bEss of these consolidated fnancial statements. Dur firm and s designated engagement partners do not have any iierest in the Group which B required

to be disclosed pursuani 1o the provisions of the Cerdified Public Accountants Act of Japan,
Ag pad of an awdit in accordance with awditng standards generally accepled in Japan, we exercise
professional judgment and maintain professionai skepticism throughout the audit. We aiso:

« |dentify and assess the nsks of matenal misstaternent of the consobdated financial statements, Mlim-" jﬂ‘f{ta -:TM LLc
whathar due to fraud of ermor, design and perform audit procedures responsive fo those nisks, The
pracedures salecied depand on the audilors judgmant In addition. we ciiain awdit avidence that is Seplember 8, 2022

gufficient and appropriate 1o provide a basis for our opinion, The risk of not detecting a matenal
missiatement resulting from fraud is higher than for ane resulting from erroe, as fraud may imvalve
collusion, forgery, intentional omissions, misrepresentations, or the override of iInfernal control

= Obdain, when parforming risk assessment procedures, an understanding of internal control relevant 1o
the audit in order to design audit procedures ihal are appropriate in the circumstances, but not for the
purpose of expressing an opinion on the effectiveness of the Growp's internal control

= Evaluate he appropriabeness of accounting policies used and the reasonableness of accounting
estmales and related disclosures made by management.

* Conclude on the appropriateness of management's use of the going concern basis of accounting and,
based on (e audit evidence obtained, whether a material unceriginty exists relaied o evenls or
conditions that may cast sgnificant doubt on the Group's ability to continue as a going concemn. If we
conclude that a material uncenainty exists, we are required to draw attention in our auditor's report to
the related disclosures in the consolidated fnancial statements or, B such disclosures are inadeguate,
b modiy cur opinion. Our conclusions are based on the sudit evidence abtalned up to the date of our
auditor's report. However, future events or conditions may cause the Group fo cesse o continue as a
JOwmg COnCEerm.

* Evaluate whather the overall presentation and disciosures of the consalidated financial statements are
In accordance with accounting principles generally accepied in Japan, as well as tha cverall
presentation, siruchune and content of the consolidated financial statements, Including the disclasures,

and whether the consolidated financial statements represent the underying transactions and events in
a mannar that achieves fair presantation

= Obtain sufficient appropriate audit evidence regarding the finencial informaton of the enties or
business aclivities within the Group 1o express an opinion on the consolidated financial staternents.
W are responsible for the direction, supervision and performance of the group audit, We remain
galely respongible for our audit opinion
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Non-Consolidated Balance Sheet (Unaudited)

March 31,2022 The Joyo Bank, Ltd.

Thousands of

Millions of Yen U.S. Dollars
2022 2021 2022
ASSETS
Cash and due from DANKS .........cviiiiriiiiiec s ¥ 4,619,865 ¥ 3,977,233 $ 37,750,165
Call loans and bills DOUGNT ........cvoveviviiiiicc s 6,507 53,171
Monetary Claims DOUGNT .......vcviviieiiieee e 4,994 40,812
Trading assets 2,405 19,653
SECUMHIES .vvvviviviiiieeeeee 3,267,322 3,024,670 26,698,176
Loans and bills discounted 6,767,416 6,856,163 55,298,388
FOrEIGN BXCANGES ... ..cvvieieiiiici et 12,400 101,330
OBNEI ASSEES ©..viviivititii ettt s 109,050 891,080
Tangible fiXEA @SSES ...v.viviiieiiicc e 67,502 551,579
INtaNQGIDIE fIXEA @SSELS ...v.viviviiviiicice e 1,287 59,552
Prepaid PENSION COSE ....vvviviiiiiieieiiie et 4,775 39,022
Customers’ liabilities for acceptances and gUArantees ..........cocovvveeeiveiieineraiinenas 17,726 144,847
AllOWANCE TOF 10BN I0SSES ...t (44,835) (37,734) (366,366)
Allowance for iNVESIMENT I0SSES ........vvvveveieieieieiccecee s (8) (72)
TOTAL oottt ¥14,842,410 ¥14,030,800 $121,281,337
LIABILITIES AND EQUITY
LIABILITIES:
DIEPOSIES .vvivirerer ettt ettt bbbt ¥10,053,985 ¥ 9,705,556 $ 82,153,828
Negotiable certificates 0f AEPOSIT ........cvoviiiiiiiiiii s 170,107 143,702 1,389,996
Call money and bills SOIA ..........oviviviiiiiiie s 1,036,020 911,314 8,465,606
Payables under repurchase agreement ..........ccoveviiiiriiiniseeeeee e 143,407 127,201 1,171,822
Payables under securities lending tranSactionsS ..............ccvveviviiiiiiiiriiineseneeenna 582,134 378,015 4,756,782
Trading liabilitieS. ......cooviiiiiiieeecc e 343 1,024 2,803
Borrowed money ........c.cecvevinne. 2,120,602 2,007,229 17,328,014
Foreign exchanges..........c.cccevee... 4,013 672 32,796
DUE 10 TrUSE @CCOUNT L...viiie i 1,432 12,461
Other lIADIIHIES. ....cvvveviviii et 43,422 521,968
Provision for bonuses for direCIOrS ........ovcvivivviecici e 124 1,082
Provision for retirement DENEILS ..o 6,999 46,127
Provision for reimbursement of dePOSItS.........c.cvveivviviiiiiiie e 1,621 11,474
Provision for point card CErifiCates ..........ccoviviiiiiiiiciccccc s 120 1,420
Provision for CONtINGENT I0SSES......vviviiiriiiiiiii st 1,094 11,613
Deferred tax 1ADIES. ..........cciviriirci et 30,921 130,889
Deferred tax liabilities for land revaluation 7,946 59,298
Acceptances and guarantees 17,084 144,847
TOtal TIADIHIES .. ¥13,385,486 $116,242,825
EQUITY:
COMMON STOCK ...ttt ¥ 85113 ¥ 85113 $ 695,482
CaPItAl SUMPIUS .vvvei ettt 58,574 58,574 478,624
REtaiNEd BAMINGS......ivivvitiici et 371,581 367,837 3,036,292
Valuation adjUSIMENTS: ....oviuveiiiie s 101,344 133,789 828,115
Unrealized gains on available-for-sale SECUMtIES.........cvovvviviveiiiireinieeicacna 86,506 120,713 706,870
Deferred losses on derivatives under hedge accounting .........ccococevvvveiveireiininnnn, 4,450 1,135 36,368
Land revaluation SUMIUS ......o.oviviiiiiiiiiiieeees s 10,387 11,940 84,877
TOtAl BQUITY ..ot 616,613 645,314 5,038,513
TOTAL ittt ettt ettt ¥14,842,410 ¥14,030,800 $121,281,337
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Non-Consolidated Statement of Income (Unaudited)

Year Ended March 31,2022 The Joyo Bank, Ltd.

Millions of Yen

Thousands of
U.S. Dollars

2022 2021 2022
INCOME:
Interest income:
Interest on loans and Dills diSCOUNTEA .........cooveiviiiiiiiiiceee e ¥ 58,436 ¥ 59,980 $ 477,498
Interest and dividends 0N SECUMLIES .........ccoviviiiiiieieceecee e 30,287 29,756 247,484
Interest on call loans and bills DOUGNT ...........coiviiiiii 8 16 67
Interest on deposits With DANKS ..........c.ccveiviiiiiiiccce 3,349 662 27,372
Other iINtEreSt iNCOME ......viveciieceeece e 365 374 2,988
TIUST FBES .ttt 31 28 260
FEESs and COMMISSIONS........cciviviriiririt ittt 28,074 26,242 229,406
Trading iNCOME ...vcviviiiiiiiee e 566 365 4,631
Other 0Perating iNCOME..........viiiiiiii s 2,072 1,056 16,938
OthEI INCOME .ottt 10,515 21,973 85,922
TOAIINCOME ...t 133,708 140,457 1,092,567
EXPENSES:
Interest expenses:
INTErESt ON UEPOSIES ©...cvvivvieicicr e 623 1,138 5,097
Interest on negotiable certificates of dEPOSIt..........covvvviiviiiiiiiiiiccee, 6 10 52
Interest on call money and bills SOId ...........c.coiiiiiiiii s (99) (57) (817)
Interest on payables under repurchase agreements ..........ccoovvvevrevreereineereinennn, (127) 25 (1,043)
Interest on payables under securities lending transactions ............ccccocevveiriivenenen, 51 31 422
Interest on DOMOWEA MONEY .........cviviiiiiiiceiee e, 154 662 1,261
INTErEST ON DONUS.... v — 18 —
INterest 0N INTErESt SWAP........veviiveiiieei e 485 641 3,964
Other INTEreSt BXDENSES ......cvevivieiiiiiit s 612 534 5,007
FEeSs and COMMISSIONS........coiviriiiririt ettt 8,873 8,983 72,512
Other OPErating EXPENSES. ... ..cvviviieriieieeieie e 5,655 4,046 46,209
General and adminiStrative BXPENSES ........vviviiiiriiiceee e 63,694 63,218 520,463
Provision of allowance for [0an l0SSES ...........coiveveiiiiieiececeeeeeece e 9,996 9,509 81,682
ONBE BXPENSES ...vvvveveecreie ettt ettt ettt 9,500 16,958 77,630
TOtal BXPENSES ...ivivvviiie e 99,425 105,720 812,436
INCOME BEFORE INCOME TAXES .......cooviiiiiiiieieieie e 34,282 34,736 280,131
INCOME TAXES:
CUITENT .ttt ettt ettt ettt 11,943 11,740 97,595
DEIBITEA. ...t (2,273) (1,515) (18,581)
TOtAl INCOME TAXES ... 9,669 10,255 79,014
NETINCOME ..ottt ¥ 24,612 ¥ 24,511 $ 201,117
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Non-Consolidated Balance Sheet (Unaudited) Non-Consolidated Statement of Income (Unaudited)

March 31,2022 The Ashikaga Bank, Ltd. Year Ended March 31,2022 The Ashikaga Bank, Ltd.
Thousands of Thousands of
Millions of Yen U.S. Dollars Millions of Yen U.S. Dollars
2022 2021 2022 2022 2021 2022
ASSETS INCOME:
Cash and due from DANKS .........cvoiiiriiiiicecee s ¥2,649,158 ¥2,447,722 $21,646,988 Interest income:
Call loans and bills DOUGNT..........c.cviviviiiiicccc s — 4,649 — Interest on loans and Dills diSCOUNTEA .........ccooveiiiiviiiiiccce e ¥46,921 ¥47 171 $383,412
Monetary Claims DOUGNT.........cviiiiriiii e 5,616 6,048 45,898 Interest and dividends 0N SECUMLIES .........ccevevviiiiicieiecceceeece e 18,440 19,602 150,680
Trading account securities 2,184 2,312 17,849 Interest on call loans and bills DOUGNT ...........coiiiiiiiiis 0 ) 0
Money held in trust............cc.ovv.. 2,027 1,970 16,565 Interest on deposits With DANKS ..........c.ccvoviviiiiiiicceeee 3,285 896 26,344
SECUMTIES ...evivireeeiei e, 1,408,803 1,301,546 11,511,717 Other INtEreStiNCOME ......vivecviveeeecect e n 69 586
Loans and bills diSCOUNTEA ...........cviviiiriiiiiie s 5,128,137 4,943,603 41,903,393 TIUSE FBES ..o 13 10 112
FOIBIGN EXCNANGES. ... ..t ivvieiiiit ittt 4,820 4,324 39,387 FEes and COMMISSIONS........ceiviiviiiriirii ittt 21,731 21,235 177,571
OBNBE ASSEES....cvv vt 84,366 81,652 689,383 Other 0perating INCOME........viiiiiiiieeee s 1,189 1,517 9,717
TangibIE fIXEA @SSELS ....v.vivirreviiici i 28,146 28,485 229,990 ONEIINCOME ..t 2,595 8,757 21,208
INtANGIDIE fIXEA @SSETS......viviviriiiii e 8,098 9,922 66,178 TOAI INCOME ... 94,248 99,258 770,128
Prepaid PENSION COSL......viviviiiriiiiiieeeer ettt sttt 27,736 25,358 226,640 EXPENSES:
DETBITEA TAX ASSEIS ...t ivveeiirii ettt 7,223 — 59,022 Interest expenses:
Customers’ liabilities for acceptances and guarantees .............ccoocveviiiiiiieinnnnnn, 8,318 9,256 67,970 INTErESt ON TEPOSIES ..o 148 462 1,217
Allowance for loan losses (39,458) (35,153) (322,422) Interest on negotiable certificates of dEPOSIt..........coveviiriviiiiiice e, 9 32 80
TOTAL Lt ¥9,325,179 ¥8,831,699 $76,198,557 Interest on call money and bills SOl ...........cccoveviiiiciicc e, (92) 18 (755)
Interest on payables under repurchase agreementS ..........ccovvvvvvvviiiiieieieieeieieas 47 140 389
LIABILITIES AND EQUITY Interest on payables under securities lending transactions ............ccccovvvveiriiviinnnn, 437 414 3,571
LIABILITIES: Interest on DOMOWEA MONEY ........voviviiiiiiiee e 8 218 28
DBPOSIES 1vvvivii ettt ¥6,803,383 ¥6,551,940 $55,592,285 Interest On INTBreSt SWAP.......cvciiiviiiiccce e 24 225 203
Negotiable certificates 0f ABPOSIT........cveviviviiiiiii e 189,666 196,765 1,549,819 Other INEreSt BXPENSES .....ovvveiieircieet e, 1,106 917 9,043
Call money and Dills SOI .........c.cceoviiviiieie s 8,933 41,603 73,000 Fees and COMMISSIONS PAYMENTS ......vveviriviieiiieeee e 7,186 7,043 58,722
Payables under repurchase agreemMeNt ..o s 4,757 3,053 38,876 Other OPErating BXPENSES ......c.vuvviiiiiiiiieiee e 2,703 3,304 22,089
Payables under securities lending transactions 244,691 242,733 1,999,437 General and adminiStrative BXPENSES ........vviviiiiiiiicecreeeee e 48,110 49,159 393,121
Borrowed money ........c.ceceevinne. 1,669,600 1,380,253 13,642,752 Provision of allowance for [0an l0SSES ..........ccevveveiviiiieiiecececeeeeeee e 1,117 9,427 63,064
Foreign exchanges..........ccccevee... 376 232 3,078 OFNBI BXPENSES ...t 4,851 4,442 39,639
DUE 10 TrUST ACCOUNT ..ot 1,521 874 12,435 TOMAI BXPENSES ..t 72,254 75,808 590,412
Other lIADIIHIES. ....cvvveviviis e 33,993 30,725 271,774 INCOME BEFORE INCOME TAXES .......ocoiiiiiiiiiii e 21,993 23,450 179,716
Provision for bonuses for direCIOrS ........ovcvivivviecic e 139 122 1,140 INCOME TAXES:
Provision for reimbursement of dePOSItS.........covviiiiiiiiiiiieieeseecs s 779 838 6,368 CUITBNT 1.t 6,910 7,294 56,464
Provision for CONtINGENT I0SSES. . ...v.vivirriiriiiiiieie e 928 899 7,584 DBIBITEA. ... e (351) (1,508) (2,875)
Provision for point card CErtifiCatES ..........ccovvviiiiiriiici e 262 260 2,147 TOtAl INCOME TAXES ...ttt 6,558 5,785 53,859
Deferred tax aDIlItIES. ........oveie e — 2,406 — NET INCOME ...ttt ettt ¥15,435 ¥17,664 $126,127
Acceptances and GUATANTEES.........c.ceivirieerir ettt 8,318 9,256 67,970
TOtal lIADIHIES ....vvevvevceceeecee b ¥8,967,353 ¥8,461,966 $73,274,665
EQUITY:
COMMON SEOCK ...vvc ettt ars ¥ 135,000 ¥ 135,000 $ 1,103,121
REtAINEd BAMINGS: ... vivivivctiii e 198,707 189,385 1,623,696
Valuation adjUSTMENTS: .......viiiii i 24,117 45,347 197,074
Unrealized gains on available-for-sale SECUMtIES.........cvoveiiiveiiinieiiiecicainas 21,833 46,094 178,409
Deferred losses on derivatives under hedge accounting ..........cccoeovvvrvivoiivriiennan 2,284 (747) 18,665
TOAl BOUITY ..o 357,825 369,732 2,923,892
TOTAL ottt ettt ¥9,325,179 ¥8,831,699 $76,198,557
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