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The corporate governance of Mebuki Financial Group, Inc. (hereafter referred to as “the Company” or
“we” and “the Group” consisting of the Company together with its consolidated subsidiaries) is
described below.

I Our Basic Corporate Governance Policy, Basic Information on Capital Structure, Corporate
Attribution, and Other Basic Information
1. Basic Approach

The Company will secure the development of responsible management system and sound operation
of the Group’s businesses, to gain the creditworthiness from all stakeholders, including
shareholders, customers, employees and local communities, and will increase corporate value
creating a corporate governance structure with basic approach as follows :

(1) The Company will secure the shareholders’ rights and equality.

(2) The Company will create appropriate collaboration with stakeholders including shareholders,
in consideration with their interests.

(3) The Company will secure appropriate information disclosure and transparency.

(4) The Company will secure the transparent, fair, prompt and decisive decision-making function
through the Board of Directors, while ensuring the solid audit and supervisory function by the
outside directors.

(5) The Company will work toward constructive dialogue with shareholders directed at a
sustainable growth and increasing corporate value over the medium to long term.

[Reasons for Non-compliance with the Principles of Corporate Governance Code]

| The Company complies with all the principles of the Corporate Governance Code.

[Disclosure Based on the Principles of the Corporate Governance Codel

[Principle 1.4] (Cross-Holding of Shares)

Regarding basic policy on cross-shareholdings and exercising of voting rights, we have established
in Article 7 of the "Corporate Governance Policy". It is available on our website at
(https://www.mebuki-fg.co.jp/eng/company/governance/)

OMeasures to reduce the balance of cross-shareholdings

The subsidiary banks that hold cross-shareholdings make efforts to reduce the balance of
cross-shareholdings, taking into consideration the risk reduction and capital efficiency based on its
economic rationale. And through sufficient dialogue with the issuing companies, we will reduce
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those holdings.
+ The amount of reduction in FY2018 ¥4.7 billion (acquisition cost, total of subsidiary banks)
* The balance of cross-shareholdings ¥119.1 billion (as of March 31, 2019)
+ Ratio of the balance of cross-shareholdings to consolidated capital assets
15.0% (as of March 31, 2019) 15.4% (as of March 31, 2108)

OAssessing the rationality of cross-shareholdings
The subsidiary banks examine each of cross-shareholdings annually, for their significance and
economic rationale, from the viewpoint of profitability, creditworthiness, regional characteristics
(relevancy to our core business area), improvement of business relationship and etc.
Regarding listed companies of cross-holdings, we examine their overall business RORA(*) based on
our ROE target.
As of March 31, 2019, we have confirmed every cross-shareholding to be meaningful pursuant to the
basic policy to secure a sustainable growth, increase corporate value over the medium to long term
of the Group and issuing companies, and building stable business relationship with those
companies.
Regarding the profitability, their overall business RORA combined all listed companies of
cross-shareholding exceeded the target value.
If it is necessary to improve profitability by the reason which the profitability did not meet holding
standard as a result of examination, we will conduct sales negotiations.

(*) overall business RORA = (Net interest margin on loans and deposits - Expenses (including

credit cost) +Fees and Commissions + Dividends) + Risk-weighted Assets (Loans and Stocks)

[Principle 1.7] (Related Party Transactions)

When the Company engages in transactions with its directors or principal shareholders, in order to
ensure that such transactions do not harm the interests of the Company or the common interests of
our shareholders and prevent any concerns with respect to such harm, we have established the
following procedures:

*When directors engage in transactions in the same line of business of the Company or transactions
involving conflict of interest, the relevant transactions shall be approved by the Board of Directors.
+ When the Company shall conduct transactions under unordinary terms and conditions with our
subsidiaries or principal shareholders (who hold 10% or more of shareholder voting rights of the
Company directly or indirectly), the relevant transactions shall be approved by the Board of
Directors.

[Principle 2.6] (Roles of Corporate Pension Funds as Asset Owners)

Our core subsidiaries, The Joyo Bank, Ltd.(hereafter referred to as “Joyo Bank”) and The Ashikaga
Bank, Ltd.(hereafter referred to as “Ashikaga Bank”) have established each corporate pension fund.
At the two banks, in order to demonstrate the expected functions as an asset owner, staffs with
expertise in asset management are allocated at the secretariat.

Furthermore, in the asset management committee, consisting of members familiar with asset
management and pension fund in each department of market trading, risk management, corporate
management and personnel, regular meetings are held to deliberate on basic policy for
management and evaluation of the managing trustee organization, etc., enabling establishment of
a framework to realize stable asset building for the participants/beneficiaries in the corporate
pension plan and appropriate management of pension finance.

With regards to preventing conflict of interest between the Company and beneficiaries of the funds,
we shall ensure that it is managed appropriately as provided in the fund regulations preventing
any act to harm fair fund management and investment for the purpose of its own interests or those
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of third parties. In addition, the significant matters such as the change of regulations shall be
referred to the representative conference consisting of one-half of members who are pension funds’
participants.

[Principle 3.1] (Full Disclosure)

(1) Under the Group philosophy of “providing high-quality comprehensive financial services to
continue building a more prosperous future by together with local communities,” we will
promote a sustainable growth together with local communities, with solid relationship of trust
with local communities, by providing high-quality comprehensive financial services. With aim
to ensure the sustainable growth and improving our corporate value through the realization of
the group philosophy, we have formulated medium-term group business plan as the basic
strategies and the Group performance objectives. For details, it is available on our website at
(https://www.mebuki-fg.co.jp/eng/company/policy/)

(2) The Company has established "Corporate Governance Policy" that has defined basic corporate
governance policy, framework and management policy. It is available on our website at
(https//www.mebuki-fg.co.jp/eng/company/governance/governance.html)

(3) The policies and procedures for determining the compensation of directors have been stipulated
in Article 24 (Compensation of Directors) of "Corporate Governance Policy".

It is available on our website at
(https//www.mebuki-fg.co.jp/eng/company/governance/governance.html)

(4) The policies and procedures for election and dismissal of directors have been stipulated in
Article 14 (Composition of the Board of Directors), 16 (Election of Directors), 17 (Dismissal of
Directors) and 20 (Composition of the Audit and Supervisory Committee) of "Corporate
Governance Policy"

It is available on our website at
(https://www.mebuki-fg.co.jp/eng/company/governance/governance.html)

(5) See “Notice convocation of the ordinary general meeting of shareholders” for the reasons for
being selected as candidates. And it is available on our website at
(https://www.mebuki-fg.co.jp/eng/shareholder/stock/generalmeeting.html)

[Supplementary Principle 4.1.1] (Roles and Responsibilities of the Board (1))

The approach to decision-making on business execution matters that have to be determined solely
by the Board of Directors, and scope of delegation to management have been stipulated in Article 13
(Roles and responsibilities of the Board of Directors) of "Corporate Governance Policy".

And it is available on our website at
(https://www.mebuki-fg.co.jp/eng/company/governance/governance.html)

[Principle 4.8] (Effective Use of Independent Directors)
The Board of Directors shall have a balanced composition that shall provide a wealth of knowledge
and expertise in wide range of fields and shall appoint two (2) or more independent outside
directors, and the Company has appointed five (5) independent outside directors currently.
The composition and election of the Board of Directors have been stipulated in Article 14
(Composition of the Board of Directors) and Article 16 (Election of Directors) of "Corporate
Governance Policy". And it is available on our website at
(https://www.mebuki-fg.co.jp/eng/company/governance/governance.html)

[Principle 4.9] (Independence Standards and Qualification for Independent Directors)
Independence Standards for Outside Directors of the Company has been stipulated in Footnote 5 of
“Corporate Governance Policy”. And it is available on our website at
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[Supplementary Principle 4.11.1] (Preconditions for Board Effectiveness)

View on the balance of knowledge, experience and skills, diversity and size of the board of directors
as a whole, the policies and procedures for the election of directors have been stipulated in Article
14 (Composition of the Board of Directors) and Article 16 (Election of Directors) of "Corporate
Governance Policy". And it is available on our website at
(https://www.mebuki-fg.co.jp/eng/company/governance/governance.html)

[Supplementary Principle 4.11.2]

See “Notice convocation of the ordinary general meeting of shareholders” for significant concurrent
positions. And it is available on our website at
(https://www.mebuki-fg.co.jp/eng/shareholder/stock/generalmeeting.html)

[Supplementary Principle 4.11.3]

Each year the Board of Directors shall analyze and evaluate the effectiveness of the Board of
Directors, to utilize for improvement of management of the Board of Directors, for example, by
asking to each director opinions about the composition and operation of the Board of Directors. The
summary of the evaluation of the Board of Directors for fiscal year 2018 is as follows:

<Evaluation Procedures>

In fiscal year 2018, the Executive Session where only outside directors of the Company and
subsidiary banks attended, exchanged opinions in advance about evaluation methods and items of
questionnaire like previous fiscal year. After that, all directors answered questionnaires distributed
about composition and operation of the Board of Directors, etc. Based on the answers and opinions,
the results had been deliberated in the Corporate Governance Committee of which the majority is
comprised of outside directors. And the Board of Directors discussed and finalized analysis and
evaluation of the effectiveness of the Board of Directors.

<Main items of questionnaire about effectiveness of the Board of Directors as a whole>
(1) Rules and responsibilities of the Board of Directors (each director)

(2) Composition of the Board of Directors

(3) Operation of the Board of Directors

(4) Execution of function by the Board of Directors

<Schedule>

+ Exchange of opinions in the Executive Session : November 30, 2018

* Questionnaire distribution : December 18, 2018 (deadline for response : January 28, 2019)
* Deliberation at the Corporate Governance Committee : February 18,2019

+ Deliberation (making-decision) at the Board of Directors : March 18,2019

<Summary of Results>

It was confirmed that all directors of the Board of Directors have high knowledge and experience
appropriately to fulfill its functions and engage in constructive and active discussion from the view
point of group-wide optimization and sharing views of their duties and responsibilities.

Accordingly, we confirmed that the effectiveness of the Board of Directors as a whole has been
secured generally.

In previous fiscal year, we have identified issues specifically “having active discussions at the Board
of Directors” and “improving effectiveness of supervisory function by the Board of Directors”.
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Through the year’s operations at the Board of Directors and others, improvements in these issues
etc. were recognized.
On the other hand, from the viewpoint of our sustainable growth and increasing corporate value of
the Group over the medium to long term, it was recognized following matters as current issues, and
all directors shall take initiatives for them.
(1) “ Reviewing composition of the Board of Directors to improve effectiveness of its supervisory
function”
- Reviewing proportion of inside directors and outside directors, ensuring diversity in terms of
gender, etc.
+ Prompting communication among outside directors
(2) “Undertaking further enhancement of operation of the Board of Directors”
+ Providing necessary materials and information for managerial decision-making, ensuring
quantity and quality
- Securing adequate times for deliberation concerning managerial basic policy and strategy by
specifying the point at issue

[Supplementary Principle 4.14.2] (Director Training)

The policy for directors training has been stipulated in Article 25 (Directors Training) of "Corporate
Governance Policy". It is available on our website at
(https://www.mebuki-fg.co.jp/eng/company/governance/governance.html)

[Principle 5.1] (Policy for Constructive Dialogue with Shareholders)

The policies concerning measures and organizational structures aimed at promoting constructive
dialogue with shareholders has been stipulated in Article 26 (Dialogue with shareholders and
investors) of "Corporate Governance Policy". It is available on our website at
(https://www.mebuki-fg.co.jp/eng/company/governance/governance.html)

2. Capital Structure

| Foreign Shareholding Ratio | Over 20 % and less than 30 %

[Status of Major Shareholders]

Name / Company Name Number of Shares Shareholding
Owned (Shares) Ratio (%)

Nomura Financial Partners Co., Ltd. 122,900,000 10.47%
The Master Trust Bank of Japan, Ltd. (Trust Account) 51,345,300 4.37%
Japan Trustee Services Bank, Ltd. (Trust Account) 50,637,000 4.31%
Nippon Life Insurance Company 34,487,829 2.93%
Sompo Japan Nipponkoa Insurance Inc. 32,974,660 2.81%
Japan Trustee Services Bank, Ltd. (Trust Account 9) 32,581,200 2.77%
STATE STREET BANK AND TRUST COMPANY 505223 23,770,578 2.02%
Sumitomo Life Insurance Company 21,659,760 1.84%
Japan Trustee Services Bank, Ltd. (Trust Account 5) 20,083,200 1.71%
The Dai-ichi Life Insurance Company, Limited 19,948,312 1.70%
Controlling Shareholder (except for Parent) —

Parent None
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3. Corporate Attributes

Listed Stock Market and Market Section

Tokyo Stock Exchange, First Section

Previous Fiscal Year

Fiscal Year-End March
Type of Business Bank
Number of Employees (Consolidated) at End of the More than 1,000

Net Sales (Consolidated) for the Previous Fiscal Year From ¥100 billion to less than ¥1 trillion

Previous Fiscal Year

Number of Consolidated Subsidiaries at End of the From 10 to less than 50

4. Policy for Measures to Protect Minority Shareholders in Conducting Transactions with Controlling

Shareholder

5. Special Circumstances which may have Material Impact on Corporate Governance

II Status of Business Management Organization and Other Corporate Governance Structure
regarding Decision-making, Execution of Business, and Supervision
1. Matters Regarding Organizational Composition and Operation

| Form of Organization

| Company with an Audit and Supervisory Committee

[Directors]
Number of Directors Stipulated in Articles of Incorporation 12
Term of Office Stipulated in Articles of Incorporation 1 year
Chairman of the Board of Directors President
Number of Directors 12
Appointment of Outside Directors Appointed
Number of Outside Directors 5
Number of Independent Directors Designated from among Outside Directors | 5

[Outside Directors’ Relationship with the Company (1)]

Name Attribution Relationship with the Compa.lny .(*)
alb|c|dfe|f|g|h |i]|]|k

Ryuzaburo Kikuchi Other

Toru Nagasawa Lawyer A

Takashi Shimizu Scholar

Hiromichi Ono From other company A

Yoshimi Shu From other company

*Relationship with the Company

O: Outside director herself/himself is currently applicable or was applicable until recently

A Qutside director herself/himself was applicable in the past

@: Close relative of the outside director is currently applicable or was applicable until recently
A : Close relative of the outside director was applicable in the past

a. Executive (a person who executes business; hereinafter, the same) of the Company or its subsidiary
b. Non-executive director or executive of the parent of the Company

c. Executive of a fellow subsidiary of the Company

d. Party whose major client or supplier is the Company or an executive thereof

e. Major client or supplier of the Company or an executive thereof
f. Consultant, accounting professional or legal professional who receives a large amount of monetary
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consideration or other property from the Company besides compensation as a director
g. Major shareholder of the Company (or an executive of the said major shareholder if the shareholder is a

corporation)

h. Executive of a client or supplier of the Company (which does not correspond to any of d., e., or f.) (the

director himself/herself only)

i. Executive of a corporation to which outside officers are mutually appointed (the director himself/herself

only)

j. Executive of a corporation that receives a donation from the Company (the director himself/herself only)

k. Other

[Outside Directors’ Relationship with the Company (2)]

Name

Audit and
Supervisory
Committee
Member

Independent
Outside

Director

Additional information
Regarding applicable

items

Reasons for Appointment

Ryuzaburo
Kikuchi

O

O

He has been appointed
as Outside Director of
Joyo Bank since June
2009 to June 2016.

Mr. Ryuzaburo Kikuchi does not have
experience related to business
management other than as outside
officer, but has specialized knowledge
and extensive experience for many years
in college education, and has conducted
his duties appropriately as Outside
Director of Joyo Bank since June 2009,
and Outside Director (Audit and
Supervisory Committee Member) of the
Company since October 2016. He is
elected as Outside Director and Audit
and Supervisory Committee Memberin
the expectation that he may continue to
provide guidance and advice from a
specialist’s perspective in relation to the
overall business management of the
Company. He satisfies “Independence
Standards for Outside Directors” of the
Company, and is registered as
Independent Director who does not have
conflict of interest with general

shareholders.

Toru
Nagasawa

Although he has had
advisory contract with
Ashikaga Bank, he
cancelled it in April
2016.The past terms &
conditions of
transactions were
determined based on
these of other regular
transactions and the
past 3-years average

amount of

Mr. Toru Nagasawa does not have
experience related to business
management other than as outside
officer, but has specialized knowledge
and experience in corporate legal affairs
as an attorney, and has conducted his
duties appropriately as Outside Director
of Ashikaga Holdings Co., Ltd. since
June 2016, and Outside Director (Audit
and Supervisory Committee Member) of
the Company since October 2016. He is

elected as Outside Director who is Audit
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compensation paid by
the Group and other
financial profits was
less than ¥10 million.
Accordingly, such
relationship would not
affect his independence

from the Company.

and Supervisory Committee Memberin
the expectation that he may continue to
provide guidance and advice from a
specialist’s perspective in relation to the
overall business management of the
Company. He satisfies “Independence
Standards for Outside Directors” of the
Company, and is registered as
Independent Director who does not have
conflict of interest with general

shareholders.

Takashi

Shimizu

Mr. Takashi Shimizu does not have
experience related to business
management other than as outside
officer, but has specialized knowledge
and extensive experience in accounting,
and has conducted his duties
appropriately as Outside Director (Audit
and Supervisory Committee Member) of
the Company since October 2016. He is
selected as Outside Director who is
Audit and Supervisory Committee
Memberin the expectation that he may
continue to provide guidance and advice
from a specialist’s perspective in relation
to the overall business management of
the Company. He satisfies
“Independence Standards for Outside
Directors” of the Company, and is
registered as Independent Director who
does not have conflict of interest with

general shareholders.

Hiromichi

Ono

Although Ajinomoto
Co., Inc., where he has
served as member of
the Board & Corporate
Vice President to June
2017,and Joyo Bank
engage in ordinary
banking transactions,
the percentage of sales
gained through the
business with the
Group of consolidated
net sales of Ajinomoto
Co., Inc., and the
percentage of gross
profits gained through
the business with group

Mr. Hiromichi Ono has accumulated a
broad range of insights and abundant
experience as a manager of a major food
company. He is selected as Outside
Director in the expectation that he may
provide appropriate guidance and advice
for overall business operation of the
Company by utilizing insights and
experience as a corporate manager. He
satisfies “Independence Standards for
Outside Directors” of the Company, and
is registered as Independent Director
who does not have conflict of interest

with general shareholders.
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companies of Ajinomoto
Co., Inc. of consolidated
net gross profits of the
Company, are less than
2% respectively.
Accordingly, such
relationship would not
affect his independence

from the Company.

Yoshimi
Shu

O —

Ms. Yoshimi Shu has accumulated
abundant work experience as well as
experience and achievements as a senior
manager at a global financial
institution. In addition, she has obtained
insights and experience in various
aspects towards the development of
corporate leaders. She is selected as
Outside Director in the expectation that
she may provide appropriate guidance
and advice for overall business operation
of the Company from a professional
perspective. She satisfies
“Independence Standards for Outside
Directors” of the Company, and is
registered as Independent Director who
does not have conflict of interest with

general shareholders.

[The Audit and Supervisory Committee]

<Composition and Attribution >

Number of Number of Number of Number of Chairman
total members full-time members | inside directors outside directors
The Audit and
Supervisory 5 2 2 3 Inside director
Committee

| Directors or employees assigned to assist the committee | Assigned

<Matters Regarding the Independence of Such Directors or Employees from Executive Directors>

required.

The Company shall establish the Audit and Supervisory Committee Office and thereto assign one
(1) or more full-time employee in order to assist the committee. The said employees shall conduct
for assisting the duties of committee members following their directions solely, and not participate
in their execution. Regarding his/her personnel transfer, the consent of the committee shall be

<Status of Cooperation among the Audit and Supervisory Committee, External Accounting Auditors,

and Internal Audit Section>

(1) Cooperation between internal audit section and the Audit and Supervisory Committee
Full-time members of the Audit and Supervisory Committee enhance to strengthen the
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cooperation with internal audit section, Audit Department by exchanging opinions regarding
audit system and audit policy (internal audit plan), expressing their views as the Audit and
Supervisory Committee especially at the planning phase, and being reported on the results of
internal audit.

(2) Cooperation between internal audit section and external accounting auditors
Through three-pillar audit system, Audit Department engagesin exchanging opinions with
external accounting auditor (Deloitte Touche Tohmatsu LLC) regarding audit policy (internal
audit plan) as necessary, for securing the effectiveness of internal audit system.

(3) Cooperation between the Audit and Supervisory Committee and external accounting auditors
The Audit and Supervisory Committee shall receive the audit plan with explanation about
significant matters, given by external accounting auditor. And also, the committee shall hold
opinion exchange sessions and be reported on the status of audit regularly. By this, the Audit
and Supervisory Committee shall exercise its effective supervisory function through a close
cooperation with external accounting auditor.

[Voluntary Committees]

Voluntary Establishment of Committee (s)
Equivalent to Nomination Committee or Established
Compensation Committee

[Committee’s Name, Composition, and Chairman’s Attributes]

Committee Equivalent to Committee Equivalent to
Nomination Committee Compensation Committee
Committee’s Name Corporate Governance Corporate Governance
Committee Committee
Number of Total Members 9 9
Number of Full-time Members 0 0
Number of Inside Directors 2 2
Number of Outside Directors 5 5
Number of Outside Experts 0 0
Number of Others 2 2
Chairman Outside director Outside director

[Supplementary Explanation]

The Company has established the Corporate Governance Committee as an advisory body to the
Board of Directors to enhance the effectiveness of corporate governance for sustainable growth and
medium to long term enhancement of corporate value of the Group.

The Corporate Governance Committee shall deliberate matters such as nomination of director
candidates and compensation for directors, and shall report back to the Board of Directors.

<Summery of the Corporate Governance Committee>

1.0bjective

The Company shall establish the Corporate Governance Committee (hereafter referred to as “the
Committee”) as an advisory body to the Board of Directors to enhance the effectiveness of corporate
governance for sustainable growth and medium to long term enhancement of corporate value of the
Group. The Committee shall deliberate matters as follows, and shall report back to the Board of
Directors

(1) Election of president and directors candidates, and reappointment or dismissal of directors
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(2) Succession plan and development of directors’ candidates

(3) Compensation for directors

(4) Collection and analysis of opinions of shareholders

(5) Other matters in response to request from the Board of Directors about improvement of
corporate governance

2.Composition

+ Committee members shall be composed of all outside directors of the Company, the representative
director and outside directors nominated by subsidiary banks (one person from each bank).

+ The chairman shall be elected by the Committee from among the independent outside directors of
the Company.

+ The majority of the Committee members shall be outside directors (including outside directors of
subsidiary banks).
3.0Operation

+ The Committee meeting shall be held timely as required.

+ The Board of Directors shall respect the opinions of the Committee which shall be reflected to the
decision-making regarding significant matters, and supervision of directors’ duties. Through the
deliberation at the Committee meeting, outside directors shall secure the opportunities such as
“colleting necessary information and cooperating among outside directors for their supervisory
function”, “appropriate determination from an independent and objective standpoint” and
“expression of opinions with active execution of authority”.
4.Activities

+ In fiscal year 2018, the Committee meeting was held six (6) times and deliberated matters
concerning corporate governance system and IR activities (dialogue with shareholders) in addition
to election of director candidates and compensation for directors. And attendance of each member at
the Committee is as follows.

[committee member]

Chairman, Ryuzaburo Kikuchi (outside director) : attended all 6 meetings

Toru Nagasawa (outside director) : attended all 6 meetings

Takashi Shimizu (outside director) : attended all 6 meetings

Tosio Mizushima (outside director, Joyo Bank) : attended 3 out of 4 meetings after appointment
Junichi Sato (outside director, Ashikaga Bank) : attended 5 out of 6 meetings

Ritsuo Sasajima (President and Director) : attended all 6 meetings

Masanao Matsushita (Executive Vice President and Director) : attended all 6 meetings

[Independent Officers]

| Number of Independent Officers | 5

[Other Matters relating to Independent Officers]

The Company has designated all five (5) Outside Officers qualified to be Independent Officers as
Independent Officers.

Regarding outside directors’ candidates, the Board of Directors shall elect two (2) or more
candidates meet the requirements for independent officers. “Independence Standards for Outside
Directors” are as follows:

Article 1 Outside Directors who are independent from the Company meet the legal requisites for
Outside Directors as stipulated in Article 2, Item 15 of the Companies Act and do not fall under any
of the following items.

(1) A major shareholder of the Company (holding directly or indirectly 10% or more of the voting
rights of the Company) or Executive Director, Executive, Manager, or other employee thereof

(hereinafter, the “Executive Directors, etc.”)
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(2) A person who has the Company and the Group as a major business partner (to which (a) or (b)
below applies, and includes its parent company or its significant subsidiaries) or the Executive
Directors, etc., thereof
(a) A person who receives payment from the Group of 2% or more of its total consolidated net sales
for the most recent fiscal year
(b) A person for which borrowings from the Group is the highest, and substituting the borrowings
by another fund procurement method in the short term is deemed difficult
(3) A major business partner of the Group (to which (a) or (b) below applies, and includes its parent
company or its significant subsidiaries) or the Executive Directors, etc., thereof
(a) A person who pays to the Group 2% or more of consolidated gross profit of the Company for the
most recent fiscal year
(b) A person which is important to the Group in the fund procurement aspect; that is, a major
creditor, etc., on which the Group depends to the extent that it is irreplaceable
(4) Directors or other Executive Directors, etc., of a corporation or organization which has received
donations from the Group for an annual average of more than 10 million yen for the past three
years
(5) A consultant, accounting specialist, or legal professional (in the case of corporations or other
organizations, a person who belongs to such groupsis included) who has received from the Group
compensation or other property benefit for an annual average of 10 million yen or more, excluding
officer remuneration, for the past three years
(6) A person who has fallen under any of (1) to (5) above in the past three years
(7) An individual affiliated with a party with which the Group has a personnel relationship of
mutual dispatch of outside officers
(8) An individual whose spouse or relative within the second degree of kindship falls under (1) to (7)
above
(9) A person which might potentially pose continual and substantial conflict of interest with overall
general shareholders of the Company due to reasons not provided in (1) to (8) above
Article 2 Even in the event that a person does not satisfy items (1) through (9) set forth above, the
Company may appoint as its outside director a person who it believes to be suitable for the position
of an outside director with sufficient independence in consideration of such person’s character and
insight, provided that it fulfills the requirements of the Companies Act , and it externally provides
an explanation as to why it believes such person qualifies as an outside director with sufficient
independence.

[Incentives]

Implementation of Measures to Provide | Introduction of Performance-linked Compensation and
Incentives to Directors Stock Option

[Supplementary Explanation]

With aim to enhance linkage between executive director compensation and business performance or
shareholder’s interest, the Company shall issue the stock acquisition rights under stock option
scheme as share-based compensation within the annual limits determined in the General Meeting
of the Shareholders.

The Company has introduced performance-linked compensation system regarding the bonuses for
executive directors. In addition to basic amount for each position, individual bonuses shall be
distributed based on contribution to business performance by each executive director, within the
limits of total amount determined in accordance with consolidated net income level (ROE) for each
fiscal year. The reason for using ROE as performance-linked compensation indicator is to give more
incentives to enhance corporate value of the Group.
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| Recipients of Stock Options | Inside Directors, Directors of subsidiaries, others

[Supplementary Explanation]

Recipients of Stock Options are executive directors of the Company and directors of subsidiary
banks (excluding the Audit and Supervisory Committee members) and executive officers.
Executive directors and executive officers shall be recipients of Stock Options from the reason for

their high contribution to business performance.

[Compensation for Directors]

| Disclosure of Individual Directors’ Compensation | No individual disclosure

[Supplementary Explanation]

| The total amount of compensation to directors shall be disclosed in the annual securities reports.

Policy for Determining Compensation Amounts Established
or Calculation Methods Thereof

[Disclosure of Policy for Determining Compensation Amounts or Calculation Methods Thereof ]

Director compensation shall be determined separately for “directors (excluding the Audit and
Supervisory Committee members)” and “directors (to be the Audit and Supervisory Committee
members)”, within annual limits resolved at the General Meeting of the Shareholders.

The Company resolved the annual limits of total amount of compensation for directors (excluding
the Audit and Supervisory Committee members) with ¥200 million and for the Audit and
Supervisory Committee members with ¥80 million, at the Ordinary General Meeting of the
Shareholders held on June 28, 2016.

The compensation for executive directors of “directors (excluding the Audit and Supervisory
Committee members)” shall consist of “Monthly Basic Salary” as fixed salary, “Stock Options” and
“Bonuses” as performance-linked compensation.

“Monthly Basic Salary” for individual executive director shall be determined according to their
position. “Stock Option” shall be paid according to each position, in the form of the stock acquisition
rights under stock option scheme as share-based compensation, in which their exercise price per
share shall be one (1) yen. Regarding “ Bonuses”, in addition to basic amount for each position,
individual bonuses shall be distributed based on contribution to business performance by each
executive director, within the limits of total amount determined in accordance with consolidated net
income level (ROE) for each fiscal year. The reason for using ROE as performance-linked
compensation indicator is to give more incentives to enhance corporate value of the Group. And the
result as of March 31, 2019 was 5.1 %, with the target 5% or more in first medium-term group
business plan (period: October 1, 2016 to March 31, 2019). In fiscal year 2018, the percentage of
performance-linked compensation to total amounts for executive directors was about 7%.
Furthermore, the Company elected outside directors not to be the Audit and Supervisory
Committee member at the Ordinary General Meeting of the Shareholders and the Board of
Directors held on June 25, 2019. The compensation for outside directors not to be the Audit and
Supervisory Committee member shall consist of monthly basic salary only as fixed compensation,
and shall be determined according to internal regulation concerning compensation established by
the Board of Directors.

The compensation for “directors (to be the Audit and Supervisory Committee members)” shall
consist of monthly basic salary only as fixed compensation. And monthly basic salary of each
director shall be determined according to internal regulation concerning compensation reflecting
full-time or part-time status, established by the Audit and Supervisory Committee.

After deliberation of the Corporate Governance Committee as an advisory body to the Board of
Directors to ensure its objectivity and transparency, individual compensation for “directors
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(excluding the Audit and Supervisory Committee members” shall be decided by the Board of
Directors, and that for “directors (to be the Audit and Supervisory Committee members)” shall be
decided by the Audit and Supervisory Committee.
The majority of the Corporate Governance Committee members shall be outside directors
(including outside directors nominated by wholly-owned banks), and the chairman shall be elected
from among outside directors.
In fiscal year 2018, activities in decision process for directors’ compensation by the Corporate
Governance Committee and the Board of Directors are as follows.
[The Corporate Governance Committee]
(date) (contents)

« April 26,2018 Total amounts of directors’ compensation

+ May 11, 2018 Distribution of bonuses to each director, Monthly basic salary

+ March 18,2019 Revision of internal regulation concerning directors’ compensation

(the revision following the introduction of outside directors not to be the Audit and Supervisory
Committee member)

[The Board of Directors]

+ May 11, 2018 Bonuses to directors

+ June 27,2018 Decision of monthly basic salary for directors

- July 23, 2018 Issuance of stock acquisition rights and the amount of stock option compensation

[Supporting System for Outside Directors]

The Board of Directors shall take measures for the materials made to the outside directors about
the matters referred to meeting of the Board of Directors, and explanations of agenda previously. In
addition, the Company shall assign full-time employee in order to assist the Audit and Supervisory
Committee as required for the supervisory duties.

[Status of Persons Retired from Representative Director and President]
<Names of Advisors (“sodanyaku,” “komon,’etc.) who have formerly served as Representative
Director and President, etc.>

Name Satoshi Fujisawa

Title/Position Director, Chairman of The Ashikaga Bank, Ltd.
Responsibilities Supervision of The Ashikaga Bank, Ltd.

Working Arrangement/Conditions Full-time, Paid

(Full-time or Part-time, Compensation, etc.)

Date of Retirement from President, etc. October 1, 2016

Term To the closing of the Ordinary General Meeting of

Shareholders as of March 31, 2020 (FY2019)

Name Kazuyoshi Terakado

Title/Position Director, Chairman of The Joyo Bank, Ltd.
Responsibilities Supervision of The Joyo Bank, Ltd.

Working Arrangement/Conditions Full-time, Paid

(Full-time or Part-time, Compensation, etc.)

Date of Retirement from President, etc. June 25, 2019

Term To the closing of the Ordinary General Meeting of

Shareholders as of March 31, 2020 (FY2019)
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Number of advisors (“sodanyaku,” “komon,”etc.) who have formerly | 2
served as Representative Director and President, etc.

[Other Matters]

* The Company does not have a system of advisors (“sodanyaku,” “komon,”etc.).

 Mr. Satoshi Fujisawa has served as Chairman and Chief Executive Officer (formerly, Ashikaga
Holdings Co., Ltd.) and Director, Chairman of Ashikaga Bank (current position) until October 1,
2016. At the same time when the Company integrated with Joyo Bank, he retired Chairman and
Chief Executive Officer of the Company.

+ The former representative directors and chief executive officers of Joyo Bank, core subsidiary
bank, may appoint as advisors with aim to engage in public office / regional contribution activities.
The current lists of advisors are as following tables.

Name Isao Shibuya

Title/Position Special Advisor of The Joyo Bank, Ltd.

Responsibilities Activities in public office and regional contribution
activities (No involvement in management)

Working Arrangement/Conditions Part-time, Paid

Date of Retirement from President, ete. June 28, 2011

Term To the end of June, 2019

Name Kunio Onizawa

Title/Position Special Advisor of The Joyo Bank, Ltd.

Responsibilities Activities in public office and regional contribution
activities (No involvement in management)

Working Arrangement/Conditions Part-time, Paid

Date of Retirement from President, etc. June 27, 2018

Term To the end of June, 2019

+ Special Advisors will not be involved in management decision-making. And it is specified in the
internal regulations concerning the advisors system. After the deliberation of the Corporate
Governance Committee (of which the majority shall be outside directors), the Board of Directors of
the bank shall decide the appointment of advisors.

*Date of Retirement from President indicates the date of retirement from the Company or the bank.

2. Matters regarding the Function of Execution of Duties, Audit and Supervision, Appointment,
Decisions on Compensation, etc. (Overview of Current Corporate Governance system)

(1) Our current corporate governance system is as follows.
(a) Board of Directors

The Board of Directors consists of twelve (12) directors (of which five (5) are outside directors).
It 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 the transparent and fair decision-making function
and the solid supervisory function through the appointment of multiple outside directors such
as persons with experience of corporate management, lawyers and academic experts. The

Board of Directors meets once a month in principle. In fiscal year 2018, the Board of Directors
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was held twelve (12) times and attendance of each director is as follows.
[Director (excluding the Audit and Supervisory Committee member)]
Ritsuo Sasajima : attended all 12 meetings
Masanao Matsushita : attended all 12 meetings
Kazuyoshi Terakado : attended all 12 meetings
Yutaka Horie : attended all 12 meetings
Eiji Murashima : attended all 12 meetings
Kazuyuki Shimizu : attended all 12 meetings
Tetsuya Akino : attended all 10 meetings after appointment
[Director (to be the Audit and Supervisory Committee member)]
Yoshiaki Terakado : attended all 12 meetings
Kunihiro Ono : attended 11 out of 12 meetings
Ryuzaburo Kikuchi (outside director) : attended all 12 meetings
Toru Nagasawa (outside director) : attended all 12 meetings
Takashi Shimizu (outside director) : attended all 12 meetings
*The Company elected seven (7) directors (excluding the Audit and Supervisory Committee
members), of which five (5) directors are outside directors, at the Ordinary General Meeting of
Shareholders held June 25, 2019. Accordingly, outside directors turned into five (5) persons
from three (3) persons among twelve (12) directors.
(b) Audit and Supervisory Committee
The Audit and Supervisory Committee, which consists of five (5) directors (of which three (3)
are outside directors) who are Audit and Supervisory Committee Members, audits the
execution of duties by directors and determines the details of proposals related to the
appointment, dismissal, and non-reappointment of the accounting auditors to be submitted to
the General Meeting of Shareholders. The Audit and Supervisory Committee meets once a
month in principle.
(c) Corporate Governance Committee
We have established the Corporate Governance Committee as an advisory body to the Board of
Directors to enhance the effectiveness of corporate governance for sustainable growth and the
medium to long term enhancement of corporate value of the Group. The Corporate Governance
Committee, composed by a majority of outside directors (including outside directors of
wholly-owned banks), deliberates matters regarding nomination of director candidates and
compensation for directors, and reports back to the Board of Directors.
(d)Decision-making bodies
* Management Meeting
The Management Meeting, which consists of all executive directors and all executive officers,
is responsible for making decisions on business execution to the extent of the authorities
delegated by the Board of Directors, as well as discussion on important matters regarding
business execution. The Management Meeting is held once a month and additionally as
necessary.
- ALM/Risk Management Committee
The ALM/Risk Management Committee, which consists of all executive directors and all
executive officers, the general manager of Corporate Planning Department, the general
manager of Corporate Management Department and the general manager of the Basel Unit of
Corporate Management Department, is responsible for making decisions on business execution
relevant to group risk management and ALM to the extent of the authorities delegated by the
Board of Directors and for considering and discussing important matters on business
execution. The ALM/Risk Management Committee meets once a month and additionally as
necessary.
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+ Compliance Committee
The Compliance Committee, consisting of all executive directors and all executive officers, the
general manager of Corporate Planning Department, the general manager of the Corporate
Management Department and the general manager of Audit Department, is responsible for
making decisions on business execution regarding compliance to the extent of the authorities
delegated by the Board of Directors, and considering and discussing important matters
relevant to practice of compliance. The Compliance Committee holds a meeting quarterly and
additionally as necessary.

+ System Integration Committee
The System Integration Committee, which consists of all executive directors and all executive
officers, manages and supervises projects as a whole and makes business execution decisions
within the scope of authority delegated by the Board of Directors based on the system
integration project plan decided by the Board of Directors, in addition to examining and
discussing important matters regarding business execution. Meetings of the System
Integration Committee are convened once a month, and whenever necessary.

(2) For ensuring the effectiveness of audits performed by the Audit and Supervisory Committee, the

internal audit section (Audit Department) shall, in collaboration with the Committee, ensure
development of internal auditing system and human resources. Audit Department consists of 33
persons (as of the end of May, 2019. For the appropriate and effective execution of the duties by
the Committee, the Company shall establish an Audit and Supervisory Committee Office and
assign full-time employee in order to secure an appropriate auditing environment for the
Committee.

The Audit and Supervisory Committee Members shall have knowledge and experience to be
suitable as a supervisor. Furthermore, the majority of the members (3 persons) are outside
directors with sufficient independence and we shall elect the members with appropriate
knowledge in finance, accounting and legal.

(3) The Company stipulates in the Articles of Incorporation concerning a contract of limited liability

agreement with outside directors. Based on the Articles of Incorporation, the Company has

entered into the agreement with all outside directors, and the summary is as follows.

< Limited Liability Agreement >
If the outside director has performed his/her duties in good faith and without gross negligence,
the liability of the outside director to the Company under Article 423-1 of the Companies Act
shall be limited to 10 million yen or the amount provided in Article 425-1 of the Companies
Act, whichever is higher.

3. Reasons for Adoption of Current Corporate Governance System

In terms of institutional design, the Company takes the form of a company with an audit and
supervisory committee, and thereby seeks 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 knowledge and

expertise of the Group are concentrated, while ensuring a transparent and fair decision-making
function and a solid audit and supervisory function through the appointment of multiple outside

directors.

I Implementation of Measures for Shareholders and Other Stakeholders
1. Measures for Activation of General Meeting of Shareholders and Smooth Exercise of Voting Rights

Supplementary Explanation

Early Notification of General Meeting of
Shareholders

On June 3, 2019, we sent the convocation notice of the 3rd
ordinary general meeting of shareholders 22 days prior to
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the date of the meeting held on June 25, 2019.

Peak Days

Scheduling the Date of the General
Meeting of Shareholders Avoiding

The Company sets the date of the meeting avoiding the
peak day through a year.

Voting Using Electronic Voting Facilities

The Company facilitates the exercise of voting rights via
the Internet for enhancing the convenience for

shareholders who are unable to attend the meeting.

Utilization of Electronic Voting Platform
and other methods of improving the
environment for institutional investors

The Company uses the electronic voting rights exercise
platform for institutional investors operated by ICdJ, Inc.

(Translated Partially)

Providing Convocation Notice in English

The Company created an English version of the
convocation notice (partial translation), of the 3rd
ordinary general meeting of shareholders held on June 25,
2019, after that, disclosed it to the Tokyo Stock Exchange
and posted it on the electronic voting platform for
institutional investors operated by ICJ, Inc. and our
website.

Others

The Company discloses the convocation notice of the
General Meeting of Shareholders to the Tokyo Stock
Exchange on May 24, 2019 before sending. After the
conclusion of the meeting, the business report and the
results of the exercise of voting rights are posted on our

website.

2. IR Activities

Supplementary Explanation

Explanation by

Analysts and Institutional

Investors

and institutional investors 2 times per year, after
the financial results announcement.

Representative
Establishing and Announcing | The Company considers proactive disclosure as part
“Disclosure Policy” of corporate governance. And the creditworthiness
from shareholders and investors enhanced by
sufficient disclosure shall lead to increase
shareholder value. We have established "Disclosure
Policy" which defines basic approach and policy of
the Group regarding information disclosure. And it
is available on our website.
Regular IR meetings for The Company shall hold IR meetings for individual | No
Individual Investors investors. (8 times in FY2018)
Regular IR meetings for The Company shall hold IR meetings for analysts | Yes

Posting of IR Materials on
Website

IR Presentation Materials for analysts and
institutional investors shall be promptly posted on
our website. In addition, the Company shall post
English version at the same time.

Establishment of Department
and/or Manager in Charge of
IR

The Company has established Public Relations
Office in Corporate Planning Department.

A director in charge of IR has been assigned to
Corporate Planning Department.

_18_




3. Measures for Respecting Stakeholders

Supplementary Explanation

Internal Regulations to
Respect Stakeholders

Under the Group philosophy of “providing high-quality comprehensive
financial services to continue building a more prosperous future by
together with local communities”, the Group will create appropriate
collaboration with all stakeholders, including shareholders, customers,
employees and local communities, and will contribute to sustainable
growth of local communities.

Implementation of
Environmental
Activities, CSR Activities

Recognizing that CSR initiatives contribute to “Realization of
sustainable local communities” and advance sustainable and permanent
growth of the Group, we have positioned CSR activities as a pillar of our
corporate conduct. And we will put into practice and realize CSR
initiative for following three (3) significant issues.

(DInitiative for “Environment” to pass on the bountiful and beautiful
environment to future as regional comprehensive financial services
group

@ Initiative for “Economy” to support for revitalization in local
communities and business activities

(@Initiative for “Society” to contribute to safe & secure community
development and next-generation education
For details, it is available on Disclosure Book and our website at
(https://www.mebuki-fg.co.jp/csr/)

Formulation of Policies
for Information

Provision to
Stakeholders

In addition to information based on the Banking Act, the Company
publishes Disclosure Book provided information in a voluntary manner
to our stakeholders with the general public.

The Company also provides information to our stakeholders on website of
the Company and subsidiary banks.

Other Matters

<Initiative for Promoting Women's Activities >

The Company promotes to create a work environment where women can
work actively, at the subsidiary banks, Joyo Bank and Ashikaga Bank.

+ Joyo Bank

(1) The bank has introduced various systems for promoting work-life
balance, including “shorter working hours for nursing care”,
“transferring to part-time work” in June 2015.

(2) The bank provides allowances for employees to assist with
child-rearing and childcare.

(3) The bank enhances to establish support system for career formation
with aim to expand opportunities for reaffirmation of job satisfaction and
embracing challenges to one-lank higher skill.

(4) The bank continues to promote course transferring system to flexibly
respond to change in motivation for career formation.
The bank has introduced “Career Challenge System”. This ensures that
the employees with strong motivation and high skills are able to transfer
early from general employment positions into career-track positions (or
specified career-track positions), in July 2015. And the bank promotes
using this system proactively to the employees.

(5) Based on the Act on Promotion of Women’s Participation and
Advancement in the Workplace, the bank has established general
entrepreneur action plan (plan period: from April 2016 to March 2020).
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And the bank strengthens the support for women’s career advancement
in the workplace.

(Target 1) Child-care leave for male employees : 80% or more

(Target 2) The bank will realize a work environment that enables
female employees to work continuously and improve average years at the
bank of female employees.

(Target 3) Female percentages in management positions

manager equivalent and above: 10% or more

(as of March 31, 2019 10.3% (124persons))
assistant manager equivalent and above : 20% or more

(as of March 31, 2019 22.2% (401persons))

+ Ashikaga Bank
(1) The bank has introduced “reemployment system”, “job return system”
and “half-day leave system” in April 2014.

(2) The bank allocates female employees to customer relation and
develops them by systematic training with aim to expand opportunities
for women’s career advancement.

(3) The bank was certified by Tochigi Labor Bureau as a general
entrepreneur that meet certain standards (Kurumin mark), based on the
Act on Advancement of Measures to Support Raising Next-Generation
Children in August 2015.

(4) Based on the Act on Promotion of Women’s Participation and
Advancement in the Workplace, the bank has established general
entrepreneur action plan (plan period: from April 2016 to March 2021)
aiming to achieve following targets.

(Target 1) The female percentage of recruitment in career-track
positions shall be 30% or more  every fiscal year.

*Recruitment in April 2019 (including area-specified career-track
positions) : 30.0%

(Target 2) Increasing the number of female employees in management
positions to more than 10% until the termination of plan period.
*Number of female employees in management position as of March 31,
2019 : 207 persons (14.8%)

IVMatters Related to Internal Control Systems
1. Basic Approach on Internal Control Systems and Progress of System Development

With the aim of continuously contributing to the sustainable growth of customers and the region

through the provision of high-quality, comprehensive financial services based on the Group

Philosophy, the Company has adopted the Basic Policy on Establishment of Internal Control

Systems resolved by the Board of Directors as the basic policy to establish a system to ensure that

the Group performs their business operations in compliance with applicable laws and regulations

and the Articles of Incorporation under the appropriate audit and supervisory structure and to

ensure the appropriateness of such system.

(1) System for ensuring the execution of duties by directors and employees in compliance with laws

and regulations and the Articles of Incorporation

(a) The Company shall position compliance as one of the top priority issues of our Group’s

management and ensure that all directors and employees thoroughly follow the Basic Rules on
Group Compliance which is established to set forth corporate ethics, the code of conduct and
policy to sever any connection with antisocial forces as the basic policies for corporate activities.
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(b) The Board of Directors shall be managed properly pursuant to Rules of the Board of Directors,
decide basic management policies, and supervise the execution of duties by directors
appropriately.

(c) The Board of Directors shall establish the section in charge of management and control of the
Group’s compliance to organize and establish the management system for compliance. At the
same time, the Board of Directors shall establish the “Compliance Committee” and have such
committee make decisions on, and perform analysis, assessment and improvement of,
important business execution regarding the compliance of the overall Group. Furthermore, the
Board of Directors shall receive periodical reporting from, and supervise the execution of duties
performed by, such committee.

(d) The Board of Directors shall establish the reporting system which ensures the directors and
employees of the Group make reports to the Audit and Supervisory Committee or to the section
in charge of the management and control of compliance when they discover any director or
employee has committed any act againstlaws and regulations, any fraudulent act or any act
which may fall under the foregoing. At the same time, the Board of Directors shall establish the
whistle-blowing system and the rules on disciplinary action in order to address any act against
laws and regulations or fraudulent act in a strict manner.

(e) The Board of Directors shall establish the internal audit section independent from business
execution sections and have it audit the appropriateness and effectiveness of internal
management including the management system for compliance.

(2) System for storage and management of information concerning the execution of duties by
directors

(a) The information concerning the execution of duties by directors shall be stored and managed as
minutes and other relevant documents of various meetings pursuant to the rules established
for the appropriate storage and management thereof.

(b) The Audit and Supervisory Committee or Audit and Supervisory Committee Member elected by
the Audit and Supervisory Committee may inspect documents concerning the execution of
duties by directors, at any time.

(3) Rules and other systems for management of risk of losses

(a) The Board of Directors shall establish the rules concerning risks systematically with a primary
focus on the Basic Rules on Group Risk Management which set forth the basic policy and the
management system, relevant to risk management, and organize the control section
responsible for risk management to appropriately manage the risk of losses of the Group.
Furthermore, the Board of Directors shall establish the business continuity plan in preparation
for the occurrence of a crisis in which the business activities, of the Group are seriously
damaged by natural disasters.

(b) Respective risks shall be comprehensively understood, managed and handled to the extent
possible, and the policy and procedures for the respective risks shall be reviewed in a timely
and appropriate manner with details of business and changes in the market environment
taken into account.

(c) The Board of Directors shall appoint the risk management officer as a person responsible for
the comprehensive management of risks affecting the Group. At the same time, the Board of
Directors shall establish the ALM/Risk Management Committee, which is responsible for
decision-making on important business execution regarding risk management, as well as for
the analysis, assessment and improvement of matters relevant to risk management. The Board
of Directors shall have such committee understand, analyze and assess the risk status
periodically or as deemed necessary, establish the management system to enable such
committee to make necessary instructions in a timely and appropriate manner, and receive
periodical reporting from, and supervise the execution of duties performed by, such committee.
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(4) System for ensuring the effective execution of duties by directors

(a) The Board of Directors shall establish a business plan to clarify the vision and performance

targets of the Group.

(b) The Board of Directors shall set forth basic matters regarding business operations including
the organizational structure, division of duties and office organization of the Company to
facilitate organizational, efficient and sound business operations.

(c) The Board of Directors shall establish the Rules on Authorities which clarify responsibilities by
respective executive directors and decision authorities assigned to respective duties to facilitate
efficient business operations.

(d) Executive directors shall realize the appropriate and efficient execution of duties delegated by,
and to the extent of authorities assigned by the Board of Directors, and report on the status of
the execution of duties to the Board of Directors periodically.

(5) System for ensuring appropriate business operations by the corporate group made up of the
Company and its subsidiaries

(System for ensuring reporting to the Company of matters relevant to the execution of duties by
directors of subsidiaries)

(a) The Board of Directors shall set forth basic matters regarding the Group’s corporate
management including the matters companies within the Group should discuss with or report
to the Company to ensure the sound and appropriate business operations of the Group.

(Rules and other frameworks to control the risk of loss of subsidiaries)

(b) The Company shall, directly by itself or indirectly through directly-owned subsidiaries, have
companies within the Group organize necessary management systems including the
establishment of rules responding to various existing risks taking the size, characteristics and
details of the business of companies within the Group into account, and manage risks
appropriately by precisely recognizing and understanding the characteristics of the respective
risks of the Group.

(System for ensuring the effective execution of duties by directors of subsidiaries)

(c) The Company shall have respective companies within the Group, based on the details of
business and size of companies within the Group, as well as respective roles within the Group,
develop a business plan which reflects, among other factors, the Group Philosophy and the
management policy of the Group, and manage the status of the execution thereof appropriately
for the Group’s organizational and efficient business activities.

(System for ensuring the execution of duties by directors and employees of subsidiaries in
compliance with laws and regulations and the Articles of Incorporation)

(d) The Company shall, directly by itself or indirectly through directly-owned subsidiaries, have
companies within the Group establish, and manage appropriately, the management system to
ensure, among other factors, compliance, customer protection and appropriateness of
intra-group transactions.

(e) The internal audit section of the Company shall, directly by itself or in cooperation with
internal audit sections of directly-owned subsidiaries, work to understand the internal audit
system of the overall Group, and assess the effectiveness of auditing, periodically and as
necessary, to report such assessment results to the Board of Directors and the Audit and
Supervisory Committee.

(6) System for ensuring reliability of financial reporting

The Group shall ensure the reliability of financial reporting by enacting necessary rules, relevant
to the design and operations of internal control in order to establish an appropriate management
framework for internal control for financial reporting.

(7) Matters concerning employees who are assigned to assist with the duties of the Audit and
Supervisory Committee
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The Company shall establish the Audit and Supervisory Committee Office and thereto assign one
or more employees with abilities and experience sufficient to assist with the duties of the Audit and
Supervisory Committee.

(8) Matters to ensure the independence of the employees referred to in the preceding item from
directors (excluding directors who are Audit and Supervisory Committee Members) and the
effectiveness of instructions given by the Audit and Supervisory Committee to such employees

(a) The Company shall ensure the independence of the employees who are assigned to assist with
the duties of the Audit and Supervisory Committee by, among other factors, requiring the
consent of the Audit and Supervisory Committee upon the transfer of said employees, and also
allowing the Audit and Supervisory Committee to submit opinions regarding the performance
evaluation of said employees.

(b) The employees who are assigned to assist with the duties of the Audit and Supervisory
Committee shall assist with the duties of the Audit and Supervisory Committee solely based on
the instructions given by the Audit and Supervisory Committee Members. At the same time,
directors (excluding directors who are Audit and Supervisory Committee Members) shall give
due consideration to ensure that said employees will not be exposed to unfair restrictions
in performing such duties.

(9) System concerning reporting to the Audit and Supervisory Committee including the system
which ensures that directors (excluding directors who are Audit and Supervisory Committee
Members) and employees of the Company, as well as directors, corporate auditors and employees of
subsidiaries or those who received a report from the foregoing persons make reports to the Audit
and Supervisory Committee

(a) The Board of Directors shall set forth the matters which directors (excluding directors who are
Audit and Supervisory Committee Members) and employees of the Company, as well as
directors, corporate auditors and employees of subsidiaries or those who received a report from
the foregoing persons should report to the Audit and Supervisory Committee in order to enable
the Audit and Supervisory Committee to understand material matters regarding the Group in
an efficient, timely and appropriate manner.

(b) Audit and Supervisory Committee Members may, whenever deemed necessary in performing
their duties, request a report from directors (excluding directors who are Audit and
Supervisory Committee Members) and employees of the Company, as well as directors,
corporate auditors and employees of subsidiaries or those who received a report from the
foregoing persons. Those who are requested to make such reports shall promptly do so as
requested.

(10) System for ensuring that those who made a report set forth in the preceding item not be treated
disadvantageously for the reason of making such a report

The Group shall not apply any disadvantageous treatment, including disciplinary action, any act of
retaliation such as discrimination or adverse effect on a performance evaluation, to those who made
a report to the Audit and Supervisory Committee for the reason of making such a report.

(11) Matters concerning the policy of handling expenses or liabilities arising in relation to the
execution of duties by Audit and Supervisory Committee Members including procedures for
advance payment or reimbursement of such expenses

The Company shall bear, upon request, all expenses arising in relation to the execution of duties by
the Audit and Supervisory Committee or Audit and Supervisory Committee Members, unless
deemed unnecessary for the execution of duties thereby, including expenses arising upon
appointing as necessary, or entrusting research or other administrative tasks to, lawyers, certified
public accountants, or other external experts.

(12) Other systems for ensuring the effectiveness of audits performed by the Audit and Supervisory
Committee
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(a) For ensuring the effectiveness of audits performed by the Audit and Supervisory Committee,
the internal audit section shall, in cooperation with the Audit and Supervisory Committee,
ensure the effectiveness of internal auditing performed thereby. At the same time, the internal
audit section shall develop the internal audit plan based on opinions given by the Audit and
Supervisory Committee and thereto report on the results of internal auditing.

(b) The representative directors and the accounting auditors shall periodically hold opinion
exchange sessions with the Audit and Supervisory Committee, respectively.

2. Basic Approach to Sever All Connections with Antisocial Forces

The Company and the Group define basic policy in conducting our business activities as “Corporate
Ethics”. And it stipulates that the Group stands firmly against and severs any connections with
antisocial forces which threaten the order and safety of civil society and hinder sound economic and
social development. We will take the following initiatives to sever all connections with antisocial
forces.

(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 organizations including lawyers.

(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 and criminal perspectives.

(5) We will never provide any funding or benefits to antisocial forces.

V Others
1. Adoption of Anti-Takeover Measures

| Adoption of Anti-Takeover Measures Not adopted

[Supplementary Explanation]
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2. Other Matters concerning Corporate Governance System
[Corporate Governance Structure]

General Meeting of Shareholders

Appeint/Dismiss

Comorate Governance Committee

Consutt/Report

Board of Directors

Appoint/Dismiss

; Outsida Diractors, 1 Outside Director sach (12 Directars including peryis
£ gy and Ashil lﬂﬂnh o ) M‘Em‘éjggmusdl:ng % Outsida Members)
= 2 Flaprasantative Dir Cooperate
G |  Audit
% Management | ALMMRisk Management Compliance System Integration -
5 Meeting Committee Committee Committee 5
=
i " 3
= Group Strategy Committee Interna_l Audit Section -
2 (Audit Department) o
. E
Corporate Planning Corporate Management Regional Revitalization
Department Department Department A ‘g
Guide/Manage/Supervise -
Appoint/Dismiss  pansrRaquest consultation
i | | i
°=§ The Joyo Bank, Ltd. | | The Ashikaga Bank, Ltd. Hebl.luLeaseCo.,Lﬂ. HehduSemrhes (o, Lid.
(Compearry with Audit and Cornpany with Audit ard
ﬁ-ﬁ Supenisory Comites) Supanisory Committos) (Campary with Audtors {Campany with Audtors)
=
GuidaManageSuparvisa Guide/Manaps/Supanisa
'E g RepartFequest consuttation RaportRequést consuttation
55 o o
i-:l:l 7 subsidiaries 3 subsidiaries
i
.E
[Framework for Timely Disclosure]
Board of Directors . Head Offices
. Representative
Managen:gt Meeting, Director, etc. (Officer responsible for
: information handling)
Directorin charge of Corporate
T Approval Planning Department
! . Indirectly-
Timely Approval ( D;:‘v(;c:lg- ownedy
Disclosure Timely Disclosure Control pal Subsidiairies,
Division) Subsidiairies (€ etc.
Corporate Planning Department
Verification
. Corporate Management
<—— Information Department
(Compliance and Legal Group)
Audit
Internal Audit Section ( Audit Department)
Audit and Supervisory Committee Members/
Audit and Supervisory Committee
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