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Management Philosophy

1. We conduct sound, efficient management.

2. We provide superior comprehensive financial services.

3. We pursue efforts to promote regional development.

4. We seek an identity as a trustworthy bank with strong customer
appeal.

Management Vision

“Vitality Creation Bank”

Our mission as a regional financial institution is to contribute to the
growth and development of our region and customers. Maximizing
all our management and staff capabilities, and creating new value
unique to the Nanto Bank Group, we are reinforcing our position as
the banking group of choice for customers throughout our region.

Editorial Policy

Compiled in pursuit of a deeper understanding of the Nanto Bank Group’s strategies for creating sustainable
value in the medium-to-long term, this Integrated Report was edited in compliance with the “International
Integrated Reporting Framework” of the Value Reporting Foundation (former IIRC).

The specific purpose of its creation was to illuminate the path to achievement of our Management Plan, “Nanto
Mission and Objectives for the Next 10 Years.”

For detailed financial information, please refer to the documents published in 2027 Disclosure, Nanto Bank

Report.

Range of coverage Date issued

The Report presents key information about the Nanto July 2021

Bank Group’s management strategies, business model,

business conditions, stakeholders, primary risks and Precautions concerning future predictions

opportunities, performance and outlook, and governance. This report contains forecasts and statements concerning the future
i prospects for the Nanto Bank Group’s business strategies and

Period of coverage financial condition. These forecasts and statements involve risks and

oLl Tt 7T April 1, 2020 ~ March 31, 2021 uncertainties stemming from their dependence on future events.

— Please be aware that the actual results may differ materially from those
foreseen by the Nanto Bank Group.
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Risks and opportunities

The real risks and opportunities affecting our ability
to create value in the short, medium and long term,
and ways of dealing with them.

Strategies and resources allocation
What are our goals, and how do we plan to reach
them?

Organizational overview and external environment
What is the nature of the operating environment, and
how is the Bank organized to respond?

Governance
How does the governance structure ensure short-,
medium- and long-term value creation?

Business model
What is the business model, and how resilient is it?

. Outlook
‘ What are the challenges and uncertainties for
executing strategies, and how might they impact the
Bank's business model and future performance?
Basis for creation and presentation

How were the contents of the Report quantified and
evaluated, and how were they selected?

s@ Performance
®). -, Towhat extent is the Bank achieving its strategic
objectives, and what is the effect on capital?

Basis for creation
and presentation
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About the Nanto Bank Group
Information Highlights

Financial Highlights

Net Income (Consolidated) (Non-consolidated)
1 0.8 billion yen 1 0.6 billion yen
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-3.2
-3.8

50 - 4.4
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Profit / loss on customer services = Profit from main businesses (loans / commission business)
Average loan balance x deposits / loan yield difference + profit from service transactions - expenses

Capital adequacy ratio (Consolidated) (Non-consolidated) ROE (Consolidated) (Non-consolidated)
9.47.. 9.15. 3.95. 4.03.
(%) —8— Consolidated —®— Non-consolidated (%) —8— Consolidated —®— Non-consolidated
10.0 = 6.0 -
9.75
9.39 947 4.01 4.03
92N’_/_. e e
9.0 - 9.06 9.15 3.0 - ’
1.27
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1.16
0 0
Year ended Year ended Year ended FY2019 FY2020 Fy2021
March 2019 March 2020 March 2021 )
ROE- Net income %100
[Starting net assets (excluding stock acquisition rights) +
Ending net assets (excluding stock acquisition rights)] + 2
ROA (Consolidated) (Non-consolidated) OHR (Consolidated) (Non-consolidated)
0-27 0/0 Ol25 0/0 71 l40/0 71 l7 lJ/0
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0.3- 0.27 100.0-
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0.25 520
0.13 0.14 250 84.4 84.0 71.7
71.4
0.11 0.12 A
0 0
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ROA Core business net income <100 OHR Expenditures <100

= Average balance of total assets - Average balance of payments received

"~ Gross profit from core businesses

Loan balance (Non-consolidated)

3,808.1 billion yen

Bilionyen)  IMSMEs | Housing loans [ Municipal governments ~ Others

4,000 - 5477 1 3,808.1
3,405.2 ’ : 793.0
. 620.7 646.7
3,000 629.1
594.5 608.2
2,000 - 1,042.4
983.0 993.3
1,000 -
1,206.9 12287 1,413.5
0
Year ended Year ended Year ended
March 2019 March 2020 March 2021
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Balance of deposits (Non-consolidated)

5,452.6 billion yen

(Billion yen) M Individuals | Corporations B Municipal government funds, etc.

. 5,042.1 2528,
4,917.5 s . e 2311
2025 187.6 1,093.0
4,000 - 912.6 968.7
2,000 - 3.802.4 I 3,885.8 4,128.4
0
Year ended Year ended Year ended
March 2019 March 2020 March 2021



Organizational overview  Performance
and external environment

Non-financial Highlights (Nanto Bank)

@ e N\ A
Rate of CO2 emissions reduction CO2 reg#g%?;lg?;?ggToraer?sewable
Environment (FY2013 — FY2019) (FY2020)
32 5 Approx. 50 000 tons CO2
(Emissions for scopes 1 and 2) (Number of Ioans 6: 530 million yen)
. J y,
@ ( ) 4 ) )
¥ Unconventional human resources
Percentage of female executives Certified personnel participating
Society in vitality creation
(End March 2021) 4 5 8
1 4 n 5 %
0 (Percentage of employees 19.0%)
(+ 0.2% compared to end March 2020) (End March 2020: 422)
Percentage of employees 17.0%)
. y,
e N e N
Board of Directors diversification . _ '
Members with employment experience Ratio of outside directors
Governance in other organizations
(End June 2021) Y ) ﬂ

2 of 6 internal directors 3 directors = 33%

\_ J \_ J

Nanto Bank Profile (as of March 31, 2021)

Established: June 1, 1934 Capitalization:  ¥37,924.15 million
Headquarters: 16 Hashimoto-cho, Nara, Japan Homepage: https://www.nantobank.co.jp/

Nanto Bank Co., Ltd. was established on June 1, 1934 through a merger of Sixty-eight
Bank Co., Ltd., Yoshino Bank Co., Ltd., Yagi Bank Co., Ltd. and Gosho Bank Co., Ltd.

Today, Nanto Bank offers comprehensive financial services including leasing, trust banking,
securities and consulting as the Nanto Bank Group and conducts the banking business
(deposits, loans, exchange, etc.), with Nara Prefecture and the surrounding region as its
primary base of operations.
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Target Image
President’s Message

Establishing a bank group that 7’“
inspires regional vitality through step- :f@'""

by-step efforts to realize the future .
described in the “Nanto Mission and
Objectives for the Next 10 Years”

President (Representative Director)
Takashi Hashimoto

Y

Joining forces with customers to overcome the
coronavirus pandemic

First and foremost, | would like to extend our condolences to those who have passed away from the
coronavirus and to express our sympathy for those who continue to suffer from the disease and their families. |
also wish to express our deepest gratitude and express our admiration for all those who are striving to prevent
the spread of the virus, including front-line medical personnel and governmental organizations.

The environment in which we operate has changed significantly in fiscal 2020 due to the spread of the
coronavirus pandemic all over the world.

A look back over the past year reveals that online remote meetings, Web-based information
dissemination, and remote work have become commonplace practices in our work.

We have also seen changes in our customers’ behavior. Many have realized that they can avoid leaving
home by accessing various financial services without actually visiting the bank. Transactions through non-face-
to-face channels such as Internet banking have taken hold and accelerated worldwide as a result.

At the same time, however, Japan’s economic environment has been severely restricted due to
stagnating movement of people and goods during the pandemic. While some companies have succeeded
in strengthening their business performance by responding to demand from the expanded home-centered
consumer market, the outlook has become increasingly uncertain for the tourism and retail industries in
Nara prefecture as well as for service businesses such as restaurants and bars due to a sharp decline in the
numbers of inbound tourists.

In this environment, the Nanto Bank Group has facilitated financial transactions by such means as
providing special consultation counters and telephone support on weekends. We would like to maintain a
key position in the social infrastructure, even as the coronavirus pandemic continues. We will also prioritize
expansion of our services to meet emerging customer needs as new channels open up for conducting
business without face-to-face contact.

Nanto Report 2021, the integrated report of Nanto Bank



Organizational overview ~ Governance  Business model Risks and Strategies and Performance Outlook
and external environment opportunities  resources allocation

Targeting a 10% increase in Nara prefecture’s GDP in
pursuit of regional development

Commitment to our region
Fiscal 2020 saw the introduction of a new Management Plan designed to transform our business model.

The Plan defined a three-faceted Mission centered on pursuit of regional development, fostering of
vitality-creating human resources, and profitability enhancement. It established our “Objectives for the Next 10
Years” to serve as an index for implementation of the Management Plan. One of these objectives for realization
within 10 years is a “10% increase in Nara prefecture’s GDP.” Our stakeholders have responded positively to
the fact that the Nanto Bank Group, a private entity, has adopted the GDP of Nara prefecture as an index in its
Management Plan.

Allow me to explain our objective to increase Nara Prefecture’s GDP by 10% a little further.

The first issue our management team took up when formulating the Management Plan was, “What
should the Nanto Bank Group do to survive the next 10 years soundly?” For the past two decades, we had
grown by strengthening our sales in Tokyo and Osaka and expanding our business domain to peripheral
businesses such as trusts and securities. We have now concluded, however, that sustainable growth will not
be possible in the future in the absence of regional growth.

We realize that it would be difficult for us to achieve sustainable growth in profits by following our existing
business model alone. At the same time, local SMEs and municipal governments are facing various issues of
their own, including delays in IT implementation and shortages of management personnel. We have set our
sights on revitalizing the local economy by constructing a business model that takes the initiative in solving
these issues as a means of resolving and eliminating the anxieties and worries of local customers. Our goal is
to achieve growth of our Group in tandem with that of the community.

Since our Management Plan is devoted not only to our own growth but also to regional development, we
will seek to achieve enhanced growth and profitability along with a 10% increase in Nara prefecture’s GDP.

Efforts to enhance performance
| would like to say a few words here about our approaches to increasing GDP by 10%.

In the past, the Nanto Bank Group focused on providing financial products and services that met the
needs of our customers. Our adoption of GDP enhancement as a goal has changed the equation, however,
making it necessary to consider mechanisms that can work throughout the region.

Creating a virtuous cycle of economic activities comprising the three aspects of GDP—production,
distribution, and expenditure —will require us to observe operations from three perspectives: productivity
improvement, asset formation, and commercialization. We will develop new strategies from these perspectives
1o resolve issues facing our regional community and our customers.

We will start by finding solutions to the problems of individual customers. Going a step further to extend
economic effects throughout Nara prefecture will require involving people from various companies and local
governments. We believe it is possible to position ourselves at the core of a mechanism of this type based on
our long-standing relationship of trust with the community.

Another extremely important factor in raising GDP is to increase the number of people who come, work,
and live in Nara prefecture. To this end, we will provide support for startups and new business development
while pursuing efforts to attract companies and promote employment in the region. We will also work to
stimulate the tourism industry by encouraging a conversion from day-trip tourism to multi-day tourism and by
creating new towns.

Thus, the Nanto Bank Group will seek to revitalize economic activity in Nara prefecture and realize growth
of the prefecture’s GDP by identifying regional issues in the economic cycle and solving them independently.

Nanto Report 2021, the integrated report of Nanto Bank
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Target Image

President’s Message

Building a platform business through DX

Establishing a new sustainable business model will require deployment of digital technologies, reinforcement
of local organizations’ ability to respond flexibly to environmental change, and acquisition and development of
human resources to support the new model.

These efforts will start with a digital transformation (DX). | do not believe the digitalization of the Nanto
Bank Group’s business operations and customer services is especially advanced at the current time. We can
classify the DX of the Nanto Bank Group into roughly three categories.

The first of these is “comprehensive introduction of IT into the Nanto Bank Group,” including its branch
functions, operations, and paperless processes. The second is “maximizing customer convenience” with
digitized customer services such as cashless payments. We will begin by proceeding with these two
transformations simultaneously.

Digital technology can not only greatly reduce workloads that rely on such factors as manual labor,
experience, and intuition, but it can also provide a judiciousness enabling superior problem-solving utilizing
various assorted data. While meeting our obligation to play a public role as a cornerstone of the region’s
financial infrastructure, we must also allocate our limited management resources effectively as a private entity.
Digital technologies can be powerful tools for solving these seemingly contradictory issues.

We will deploy digital technologies to change our cost structures and develop a robust corporate
organization as well as to provide value-added information and services involving both face-to-face and
remote interactions.

Our third DX category is “building a platform business” using Al and other digital technologies. It is only
when we have completed this stage that we can say we have achieved a true DX.

One idea still in the conceptual stage is the possibility of mechanisms that connect customers and
financial institutions seamlessly in areas other than financial services. This might include mechanisms that
support seamless sharing of ideas, technologies, and human resources for creating new businesses with
open participation across industries. Realizing mechanisms of this kind will require all of us, both managers
and staff, to change our perceptions and preconceptions.

B Promotion of DX

Full introduction of IT throughout the Nanto Bank Group

Reformation of offices, operations, and business practices,
and conversion to paperless processes

Maximizing customer convenience Realization of our digital

Reformation of payment systems / cash-free transactions, transformation (DX)
and refinement of various existing customer services

Building a platform business
Building of an IT platform employing Al, FinTech, digital technologies, etc.

Nanto Report 2021, the integrated report of Nanto Bank



Organizational overview ~ Governance  Business model Risks and Strategies and Performance Outlook
and external environment opportunities  resources allocation

Realizing change by adopting new perspectives in
developing human resources and creating organizations

Requisite image of human resources

| am proud that all members of the Nanto Bank Group’s management and staff are excellent human resources
with a strong desire to contribute to development of our region. We have been unable to eliminate the
conventional image of banks as institutions that should build trust by maintaining order, respecting rules, and
completely avoiding risks, however, and a culture that accepts failure in efforts to create new businesses,
products, and services has yet to take root.

The more experience people, myself included, accumulate
in banking, the more certain they feel that they have done above
average work that has produced positive results. The reason
for this may be that we are accustomed to making decisions on
the basis of our experience, intuition, and routines.

The problem is that this pride in our “positive results”
creates barriers to thoughtful acceptance of suggestions
and advice from third parties, which is detrimental to human
resources development.

It is said that “the essence of familiar objects can be
determined by viewing them from different angles.” Applying
this axiom repeatedly reveals areas that need reinforcement ;
and improvement, and repeated trial and error engenders an ability to respond ﬂeX|ny to sudden change.

We intend to increase the number of staff with a capacity for this kind of self-reflection, and thus to develop a
thoroughly self-aware organization. We are convinced that continuing to grow in this way will produce a Nanto
Bank Group that can operate independently in any environment.

Developing human resources and reinforcing organizational strength
The roles played by business entities, and perhaps by other organizations as well, will change with the times
and operating environment, and the human resources employed by businesses will have to change with them.

If it is to achieve stable change, the Nanto Bank Group will require personnel who can recognize and
respond accurately to various issues that arise with support from administrators, managers, and colleagues
who can assess the appropriateness of their responses.

Our Management Plan identifies development of “unconventional human resources” as the core
component of our human resources strategy. Our efforts to identify and promote highly specialized personnel
and employees with superior reformation capabilities include recruitment and training outside the bounds of
the conventional framework. The secondary business systems introduced in April 2021, and the creation of
opportunities for young employees they represent, are examples of concrete measures introduced to this end.
Our aim is not only to make use of our banking business, but also to leverage the diverse experience, skills
and expertise, personal connections, and networks acquired through ancillary activities for application in our
main business.

We are promoting introduction of a talent management system that employs fresh perceptions from new
perspectives to discover superior human resources, moreover, as we pursue efforts to enhance our personnel
evaluation capabilities.

While expanding our recruitment of human resources from outside the Group, moreover, we will also
work on adjusting our human resources development programs to raise the abilities of every member of our
management and staff to upgrade their organizational capabilities. This development as a highly engaged
organization will enable us to complete the transformation required for sustainable growth.

Nanto Report 2021, the integrated report of Nanto Bank 7



Target Image
President’s Message

Promoting a stable, efficient, sophisticated new business
model

This transformation of our business model by deploying digital technologies and reinforcing our organizational
strength cannot be achieved overnight. It will require us to adopt a medium- to long-term perspective. While
gradually renovating the constitution and structure of our organization, we will pursue two objectives: cost
reduction through further improved business efficiency and sophistication and stabilization of our market
operations aimed at creating new revenue sources to supplement our core business revenues.

In the area of business efficiency, we continue to reform our office procedures and review our operations.
A reorganization of our office network has led to a decrease in the number of bases from 138 in March 2019
to 105 at the end of March 2021. Looking ahead, with maintaining a full-fledged banking system in every area
as our basic policy, we plan to implement the 30% reduction to a 95-base system we originally planned for
2030 six years ahead of schedule in 2024.

As concerns the stabilization and sophistication of our market management, we recognize the difficulty
of securing term-by-term profits while continuing to operate in the conventional buy-and-hold investment
style, in which bonds are held until maturity, in a years-long environment of low global interest rates. We have
adopted a basic policy of building and managing well-balanced portfolios combining stocks, bonds, and other
instruments that can assure stable yields of 1% or higher by identifying market trends, steadily accumulating
capital income, and covering declines in income.

Thus, while creating a virtuous financial cycle from the three perspectives of productivity improvement,
asset formation, and commercialization, we will pursue human resources development and organizational
reinforcement leading to construction of a new profit model. We expect these efforts to reduce costs while
improving and stabilizing our market operations.

Efforts to solve regional issues
and realize the SDGs

As regards efforts to address environmental and social
issues, realization of a carbon-free society is attracting
especially fast-growing attention today. We realize

that responding to these concerns will require not only
implementing measures to deal with environmental
problems, but also transformation of our industrial structures
to attain a sustainable society.

The Sustainable Development Goals (SDGs)
established by the UN for realizing a sustainable society
have gained universal recognition by now, and the
Environmental, Social, and Governance (ESG) criteria have emerged as the accepted standards in asset
management.

Fully aware that sustainable growth of our region is indispensable to the Nanto Bank Group’s sustainable
growth as well, we have made regional development a key element of our Management Plan, and we are

committed to continuing our pursuit of solutions to regional issues.

As things currently stand, however, a number of our stakeholders have pointed out short-comings in the
Group’s efforts to realize the SDGs. We responded in April 2021 by appointing our Vice President to the new
position of Executive Officer in Charge of SDGs. Under his leadership, we continue to reinforce our activities in
this area.

8 Nanto Report 2021, the integrated report of Nanto Bank
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Organizational overview ~ Governance  Business model Risks and Strategies and Performance Outlook
and external environment opportunities  resources allocation

We are especially concerned in 2021 with making up for our delays in responding to issues related to
gender and climate change. With respect to gender, to begin with, we recognize the disproportionately high
ratio of men among our managers and the relative lack of women in management as major issues.

It is essential that we not only pursue the advancement of female employees and their promotion to
managerial positions, but that we also respect different ways of thinking and workstyles. We must adopt
new thinking in our business by adapting to changes in the environment. Our reflection on the failure of
management to tackle these matters seriously has increased our awareness of their importance as significant
issues that management must make serious efforts to correct.

Enhancing management efficiency in consideration of the
cost of capital

We are on course to move our revenues from customer services into the black in the profit-and-loss column—
a goal we previously set as an interim target for the Bank in 2025 —four years ahead of schedule in fiscal
2021. Every management index is showing steady improvement, with non-consolidated OHR at 71.7% and
ROA at 0.25% in fiscal 2020.

Encouraged by these results, we will continue to enhance efficiency through such measures as improving
the expense ratio and optimizing capital efficiency through risk asset control. We expect these efforts to
increase our corporate value further and meet the expectations of our stakeholders.

We are fully aware that strategically held stocks are currently viewed as problematic by domestic and
foreign investors, moreover, due to fears that management will pay less attention to them, causing capital
efficiency to deteriorate.

Looking to the future, as part of our efforts to realize efficient management in consideration of the cost
of capital, we have set a goal of reducing our strategically held shares to about 20% of our consolidated net
assets on a market value basis by the end of March 2025.

Seeking a bright tomorrow with our stakeholders

The Nanto Bank Group boasts sizable shares of both the deposit and loan transactions performed in Nara
prefecture—a reflection of the large numbers of customers who trust us, conduct business with us, and
provide us with valuable information. Determined to live up to this trust, we are engaged in constructing a new
business model that employs digital technologies and provides higher-value-added services.

If the management and staff of the Nanto Bank Group can all realize themselves as unconventional
human resources, and if each individual among them can maximize their performance, we are certain to share
a bright future with our stakeholders.

As the future unfolds, we will continue to work together to create regional vitality and to assure our
position as a permanent presence in the region. We look forward to our readers’ continued understanding and
support.

Nanto Report 2021, the integrated report of Nanto Bank
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Target Image
Value Creation Process

Value Creation Through Ongoing Pursuit of the Nanto Mission

The Nanto Bank Group is implementing its Management Plan with a view to 10 years from April 2020,
centered on its Management Vision as a “Vitality Creation Bank” engaged in regional revitalization. We are
seeking to realize the Plan’s goals in the course of 10 years by providing value to stakeholders through

a three-faceted mission comprising pursuit of regional development, fostering of vitality-creating human
resources, and profitability enhancement.

External environment (Nanto Bank Group risks / opportunities)

Shrinking population / declining Continued low Increasing awareness
birthrate and aging population interest rates of climate change

’ Business activity / business model

Creation of a virtuous cycle of regional economic

Customer base activity by implementing the Nanto Method

e|nformation-gathering
strengths achieved
through relationships with
customers

eAffording trust and peace
of mind earned through
many years of providing
financial services

e| arge share of deposits
and loans conducted in
Nara prefecture

H New coronavirus H Technological evolution H Deregulation H

aring of a future image that

ing requisite

Productivity

Commercialization improvement

Human resources
eExpansion o

eHuman resources who eCollaboratiol ocal co

Nanto Method

pa
respond proactively to through corparate venture capital (CVC) : :
change, think and act investment *Supp Rilagio lfe stage /
independently o the
*“Omoshiroi” (Unique) Asset formatlon

human resources who
contribute to regional
growth and Nanto Bank’s

Nanto Lease

profitability Nanto Capital Partners
/) - "
Financial base e FEBERITIIL—T
Reinforecement of Nanto Computer
*Full capital adequacy Nanto Mahoroba Securities management base Service

Capitalladeq“acy ED Securing and training of

Consolidated 9.47% human resources

Non-consolidated 9.15% Raising business efficiency

(End March 2021) .
i Refinement of governance
Nanto Consulting Nara Mirai Design

Nanto Card Service
Nanto DC Card
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People People
come work

MHE

Organizational overview ~ Governance  Business model

and external environment

Values we provide to stakeholders as a

Nanto Mission

Pursuit of
regional
development

Fostering of
vitality-creating
human resources

Profitability
enhancement

“vitality creation bank”

Customers

© Supply of funds in accordance with the
borrower’s business characteristics

@ Financial products and services to
support affluent living

@ Provision of management personnel

© Creation of new business
opportunities

Local community

® Collaboration as a leader in regional
development with local governments,
businesses and educational
institutions

@ Lively town development and
business creation

Employees

@ Realzing flexible workstyles

@ Providing opportunities for active
engagement outside the business of
banking

Shareholders

@ High market rating
@ Continuing stable dividends

Risks and Strategies and Performance Outlook
opportunities  resources allocation

People
live

Goals for achievement

in 10 years (2030)

Nara prefecture GDP*"
Increase of approx.

¥35() billion

Management
personnel
cultivation*?

350

ROA
0.35% or above

*1 Since Nara prefecture’s GDP will be
announced approximately two-and-a-half
years after the fiscal year-end, we intend to
achieve this goal by the end of fiscal 2026 for
announcement during 2029.

*2 Human resources who can share
management decision-making with local
customers

Nanto Report 2021, the integrated report of Nanto Bank 1 1



Target Image
Management Plan and Goals

Approaches to increasing Nara prefecture’s GDP

In April 2020, the Nanto Bank Group launched a new 10-year Management Plan entitled “Nanto Mission and Objectives for the Next 10
Years.” The Plan presents a three-faceted mission comprising pursuit of regional development, fostering of vitality-creating human resources,
and profitability enhancement to serve as an index for realizing the Management Plan’s objectives within 10 years. We have also set “goals
and interim goals to attain in 5 years.” One of the key goals set for achievement in 10 years is a 10% increase in GDP in Nara prefecture.

To achieve our goals, we will adopt the three perspectives of the Nanto Method*— productivity improvement, asset formation, and
commercialization—to approach the issues of production, distribution and expenditures, the three aspects of GDP with respect to our region
and customers. We expect these efforts to stimulate a virtuous cycle of economic
activity, and to contribute to realization of an increase in Nara prefecture’s GDP
from multiple perspectives.

By proactively solving various issues in our operating environment, we will
promote productivity enhancement and increased corporate profits and, as a

Manufacturi
(added value)

Productivity

Commercialization improvement

Nanto Method

xpenditures.

result, raise the income of business owners and employees. (consumption/

investment) Distribution

(income)

While still working to increase corporate profits and personal income,
moreover, we will promote asset formation as a means of stimulating consumption Asset formation
and new investment. In addition to these funding activities, we will contribute

to creation of a vibrant regional economic cycle by facilitating new business Nanto Method

A structure for solving and monetizing the issues faced by
establishment. customers (productivity improvement / business succession

Thus, by identifying such regional issues as inefficiencies in the economic / asset formation).

cycle and providing solutions on our own initiative, we intend to create a virtuous Goals for achievement

cycle of economic activity within Nara prefecture, and to realize an increase in Nara
prefecture’s GDP. Nara Prefecture GDP**
10% increase

Intermediate goals (Up approx. 350 billion yen)
T Profit and loss from customer

. . ersonnel cultivation*s
Pursuit of regional development OHR* Under 70% P
Provision of expertise, human resources, and funding to revitalize . 350
our regional community and customers ROA 0-25% or higher
Fostering of vitality-creating Certification in fields related to
@ human resources ‘ vitality creation*® Certified staff ROA
Developing unconventional human resources for our region
and customers 1 ,Ooo 0_35% or above
Profitability enhancement
Revitalizing our region and customers, and maximizing profits
for the Nanto Bank Group

*1 Profit from main businesses (loan / commission businesses) Profit from loan balance x Difference in interest rates on deposits and loans + Profit on service transactions - Expenses

*2 Profit from funds comprising interest income from deposits, loans, securities, etc.; service transaction profit comprising the balance of fees, etc.; and profit from other businesses comprising the
balance of profits from other businesses after deducting the ratio of expenses to profit after deducting gains and losses on bonds such as government bonds

*3 IT engineers, registered management consultants, licensed real estate brokers, FP level 1, bookkeeping level 2 equivalent or higher qualification

*4 Since Nara prefecture’s GDP will be announced approximately two-and-a-half years after the fiscal year-end, we aim to achieve this goal by the end of fiscal 2026 for announcement during 2029.

*5 Human resources who can share management decision-making with local customers

1 2 Nanto Report 2021, the integrated report of Nanto Bank



Organizational overview  Business model Risks and Strategies and Outlook
and external environment opportunities  resources allocation

Business plan and the SDGs

Our Management Plan, “Nanto Mission and Objectives for the Next 10 Years,” is aimed at helping to achieve a sustainable
regional community by realizing the objectives of the Nanto Mission: regional development, vitality-creating human resources,
and profitability enhancement. These objectives are closely similar to the goals and orientations of the SDGs.

e 7

SDG objectives
17 goals and 169 targets

SUSTAINABLE
DEVELOPMENT

G3ALS

Realization of

Solvin )
. 9 sustainable
regional and "
. - communities and
Nanto Mission social issues -
societies
A T @ Pursuit of regional development
N N : @ Fostering of vitality-creating human resources
@ Profitability enhancement
& J

SDG policy

We will work proactively to realize a sustainable regional community and to solve social
problems facing our region by implementing the three facets of our Mission: regional
development, fostering of vitality-creating human resources, and improvement of profitability.

Priority action goals

Among the 17 SDGs, the Nanto Bank Group has identified seven priority goals that are
particularly relevant to our areas of operation and business strategies, and to our objectives
for sustainable preservation of our regional environment.

QUALITY DECENT WORK AND
EDUCATION ECONOMIC GROWTH

9 INDUSTRY, INNOVATION 11 SUSTAINABLE CITIES 12 RESPONSIBLE
CONSUMPTION
AND PRODUCTION

13 foor 15 viwe

AND INFRASTRUCTURE AND COMMUNITIES

|

*What are the SDGs (Sustainable Development Goals)?

The SDGs are 17 goals elucidated in the 2030 Agenda for Sustainable Development adopted by the General Assembly of the United Nations in September 2015. The Nanto Bank Group aims
to contribute to realization of a sustainable society by implementing solutions to social issues such as poverty, hunger eradication, and gender equality as well as to environmental challenges in
the years leading up to 2030.

Nanto Report 2021, the integrated report of Nanto Bank 1 3



Increasing Nara Prefecture’s GDP

Nanto Method

Productivity improvement

improvement

MMMMMMM

Basic Policy

Applying expertise as a Group to solve issues facing customers

We consider it our mission to develop and enrich the region in which we operate by increasing the added value of our
local customers. The starting point in our efforts to raise regional added value (GDP) is to help increase customers’
productivity throughout the prefecture. Since customers face a diverse range of issues, we seek to deepen our knowledge
of individual companies through activities that bring us face to face with their management to determine their actual
issues and propose solutions as a Group. Solving customers’ issues and improving their productivity will lead to increased
personal income, including corporate profits and salaries.

Action Plan

Our customer productivity enhancement begins with acquiring an understanding

of the client company’s target image through comprehensive dialogue with its
management, followed by efforts by our Group as a whole to overcome the problems
impeding its realization.

Improving customer productivity requires continuous pursuit of business possibilities from a wide range of perspectives
based on a relationship of trust with management. The members of the Nanto Bank Group communicate extensively with
the customer’s management to grasp the future image they envision, identify the resources lacking for its realization, such
as a need for management system reinforcement and reform, and work as a Group to resolve them.

The resources customers lack and the issues they face vary with the customer. If they lack sufficient sales channels,
we support their expansion through business matching; if they lack management expertise, we introduce appropriate
management personnel to promote growth and strengthen their management; and if they lack suitable business
successors, we provide the requisite expertise in succession and M&A. Whatever their issues, we respond with a view to
achieving regional development from a medium-to-long-term perspective.

Grasp the future image
management envisions
(Reinforce and reform management systems, etc.)

. . Introduction and
Identify required resources training of

Introduce superior human resources human resources
eManagement personnel (to implement
executive decisions = provide leadership)

eHighly productive human resources (experts / Support for
superior international human resources) IT introduction
Advanced technologies / (ERCHEicH

overseas sales channels

eStrategic alliance partners, etc.
Business succession Support for SDGs
Nanto Bank Group’s stance

Business matching

with management
(to obtain detailed knowledge)

Conduct extensive dialogue
Improving customer productivity

*Building long-term relationships of trust

eProactive solution of human and
expertise issues

1 4 Nanto Report 2021, the integrated report of Nanto Bank
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Business model  Strategies and Performance
resources allocation

Initiatives in the recruitment business

The Nanto Bank Group supports regional SMEs by introducing management personnel, expert specialists, and highly
skilled international personnel imbued with the requisite expertise and technological know-how to solve their problems.
Our accompanying consulting extends to follow-up for an appropriate period of time after the new personnel join the
company, moreover, as well as to further support to ensure the customer’s growth and systems improvement.

M Basic flow of human resources introduction

T
—— Recruitment Information Job
: introduction
needs ) FobS-Foll linkage
-
=== o B BB SR 4T b ) {4
Recruitment Partner staffing .
job seeker
company agency
(Customer) -
Employment _/ Application
STEP1 Conduct detailed discussions of the customer’s management strategies and envisioned B Human resources introduction
future business structure and grasp the issues to resolve. (cases)
STEP2 Define th9 requir‘ements for the mgst suitablg human resources, produce recruiting materials, I Contracts
and provide the information to affiliated staffing agencies. signed

STEP3 Receive recommendations of potential employees from employment agencies and maintain
support until the client company secures the most suitable human resources. Contracts

6 .
STEP4 Introduce management personnel (department head/administrator level) or highly skilled pending

international human resources to promote corporate growth and improve management. 0

Fy2019 FY2020

Support for smooth business succession and M&A.

The pressing issues for maintenance and development of the local economy include  mM&A (cases)
challenges faced by many SMEs in their business succession as their owners age 344
amid a shortage of appropriate successors. Z%

The number of customers who are worried about the future of their business due ’ o oorcssng
to the prolonged coronavirus epidemic is growing, moreover, and their M&A-related 27 o
management needs are increasing from the standpoint of maintaining business 16 " eneactions
continuity and staff employment. FY2019 FY2020

The Nanto Bank Group has established systems for solving problems collectively
as a Group in matters related to company succession and corporate owners’ assets,
sharing in our customers’ futures through deep involvement with management, with
the Asset Management and Succession Office playing a leadership role supported by
specialized outside business partners.

We continue at the same time to reinforce our systems in such areas as business
matching and support for [T introduction to improve our customers’ productivity.

Sustainable

et «¥\ growth

Stabiliza- Stagnation .
tion phase NE .
Growth A
phase
Establish- Regenera-
Entrepre- :
neursphip g'; tion phase

Productivity improvement support...Sustainable business model construction for the coronavirus epidemic and beyond

Business revitalization /

| Business establishment support | Growth support Business stabilization support | succession support
*Business establishment support *Business matching *Business succession / M&A *Capital lending
*Crowdfunding eFunding support eSupport for IT introduction / BPO eManagement improvement support
eSupport for capital expenditures eEquity finance

Nanto Report 2021, the integrated report of Nanto Bank
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Increasing Nara Prefecture’s GDP

Nanto Method

Asset formation

Basic Policy

Asset Formation According to Life Stage

i BB SR AT I —T

Asset formation

The Nanto Bank Group helps customers achieve asset formation in a cyclical process in which higher incomes from
improved productivity are circulated through consumer spending and investment.

In an era in which people live a hundred years or longer, it is essential to extend the lifetime of their wealth as well.
Customers’ expectations of financial institutions are changing as their lifestyles and personal values diversify, moreover,
and demand for instruments of a kind resembling individual life planning is emerging.

As a “companion for life” to our customers, we provide the best customer service under every circumstance, sharing
their life planning and goals with them through dialogue and employing goal-based approaches as a Group to conduct

the asset formation and asset management they require.

I

(&

Future life planning
Generation initiating asset formation

We plan to enhance convenience for our younger
customers by improving our apps’ functions and
Internet banking procedures to enable them to conduct
a wide variety of transactions anytime, anywhere
according to their lifestyle.

We will also work on making our various payment
procedures more convenient by encouraging the use
of debit cards and credit cards and employing APIs to
create linkage with other industries.

[l Nanto Bank smartphone app
s B

) The Nanto Bank smartphone app enables users to access a variety of services, from balance
NANTO and deposit-and-withdrawal statement inquiries to Nanto Bank Internet banking, remote
L account opening, and ATM search result storage. The app is even equipped with a
’/ smartphone security verification function that affords users peace of mind when accessing

our banking services by smartphone.

(Rt oy ) R
Balance and deposit / . .
. PRgdaret Direct login
withdrawal inquiries ectlog
— Eﬁﬁzﬂeﬁ;gg& Nanto Direct facilitates
o and deposit / easy login to Internet
withdrawal details investment trusts.
atany time!
- - o«
)
Account opening Branches / ATMs
Customers can search for
= aveontty imapione neaty Nanlo Bk
S anytime, ayﬂ heé branches and ATMs from
» anyw their current location.
- o«

Personalized home Security function assuring safe,
screen ey secure use!
App users can decorate their & * Activating this application provides users‘wwth
y N — ~ access to various contents after automatically
home screen with their own a ‘ 3
checking the security of their terminal and
favorite photos. P

= s confirming its safety.
\_ _/

* The Nanto Bank smartphone app can be downloaded from Google Play or
the App Store.

)

— T —

For your children’s future and your own retirement
Generations pursuing asset formation

Asset-formation from a medium-to-long-term perspective is
essential for those who want to lead a prosperous life in the future.
From bank savings to asset formation, the Nanto Bank Group
supports investment-centered asset formation by proposing
instruments with an emphasis on long-term planning, savings,
and diversification, and by leveraging systems such as NISA and
iDeCo to match the investments to customers’ future life design.
Acquisition of homes or other real estate and movables such
as automobiles is another means of asset formation. We seek to
improve convenience by further enhancing our product lineup to
meet a wide range of asset formation needs, and by introducing
mechanisms for completing procedures on the Internet.

[ Number of investment trust reserve accounts  (Cases)
33.1%
s2a%
/ Number of investment
trust reserve accounts
35,591 36,894 “®-Ratio of number of investment
trust reserve accounts to number
of investment trust accounts
End of 2019 End of 2020
[ Home loans (No. of loans)
58.2% 57.6%
— o
No. of new loans
3,022 4,296 8- Ratio of regular payroll transactions
(overall)
FY2019 FY2020
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Business model  Strategies and
resources allocation

Action Plan

Reinforcing and expanding functions to support asset formation from a medium-to-
long-term perspective according to customers’ life stages

R
«

Performance

Establishing contacts
with young people

eAcceleration of digitalization,
including improving app and
Internet banking functions

eStrengthening employment
management

eImproving card loan convenience

*Reviewing advertising strategies

Strengthened cooperation with banks
and securities companies

‘-IIII.IIIII.-..

*
Expansion of inheritance
and trust services

| |
|
v

*
*
*
K3

c
.2
7]
o
1]
3.
o
=
7]
-
[
(7]
(2]
<

\d

eEnabling investment trust account .* -
opening on the Internet an*” =
Personal
Change from home loan assets
emammm=® to main account

l----------II--'----

Birth Age 18 Entering workforce Age 25 Retirement

Generation initiating asset formation Ge:sesrgp;)olltggliis;:ng Generation drawing on assets Generations inheriting assets
> > 2
(- I N )

For a comfortable retirement life
Generation drawing on assets

In addition to long-term diversified investment, the ability
to lead arich life in retirement requires asset management
matched to customers’ lifestyles. The Nanto Bank Group
has developed a one-stop system to meet the needs of
widely varied customers by providing highly specialized
hybrid bank/securities financial products in collaboration
with Nanto Mahoroba Securities.

We are preparing for the era of 100-year lifespans,
moreover, by proposing insurance products that employ
guarantees and functions to meet the various needs of
our customers.

W B EIF S

SECURITIES

FERE SIS, RBRITS LT DIESEHTY. A Y

‘ |
-o ( 0 EAZ A EESR 1
W | BExIoRcrAE=—RK
¥ y o\ 2. m
f 3 B J‘E‘ A L i j‘c
RPBTEERL,
¢ FESTELCELTVEERS /
| A o o Y-E2EEMILET! ¥ ‘
1 Balance of assets under management (Billion yen)
216.0
v o
- [ Nanto Mahoroba Securities
116.7 1435 Nanto Bank (investment trusts)
End of 2019 End of 2020

(&

For customers’ precious families and grandchildren
Generations inheriting assets

Passing down assets to the next generation is another important
aspect of asset formations. Its early entry into the trust business
among Japan’s regional financial institutions positioned the
Nanto Bank Group to lead the way in developing systems that
assure peace of mind in matters of asset succession.

We are responding to the issue of dementia as well by
providing instruments such as our Tsukaete Anshin trust with a
proxy withdrawal function that allows families to manage their
funds without worries.

Providing these structures to assure asset succession with
peace of mind is a means of building relationships with both
elderly customers and members of the next generation.

BETU<NS: FEL TN 28 ’
ERE2 TRBAEEELZLES, 1

> l

(Cases)

102 102

Il Inheritance settlement business

[ Testamentary trusts

66 65

FY2019 FY2020
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Increasing Nara Prefecture’s GDP

Nanto Method

Commercialization

Basic Policy

Regional Revitalization Through Independent Business Development

Against the background of a declining population and aging

society, sustainable development of Nara prefecture will

necessitate revitalization of the local economy by activating people x things x equity in addition to funding.
The Nanto Bank Group is striving to expand the incubation function designed to foster new industries in Nara
prefecture, develop collaborative businesses in the prefecture through investment in venture companies, and spawn new

commercialized businesses by leveraging the strengths of re

Action Plan

gional revitalization companies.

Participation as a Group in regional projects and efforts to enhance and nurture the

earning potential of the regional economy

People
live

N
/\

Town development
bringing people
together
People NANTO' people
work come

Target image

/\

3

Emphases of Nara Mirai Design
(regional revitalization business company)

1 8 Nanto Report 2021, the integrated report of Nanto Bank
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g Expanded incubation function CReaI estate / town development busmess)

"'; eIncreasing the Bank’s share of startup loans in Nara prefecture eTown development in collaboration

2 eCooperation with local businesses and external organizations with local public organizations, others

n

o . . . .

> Generating collaboration with local companies ( EC business )

i through CVC investment Publicizing Nara! , hrough EG

— L]

£ #Creation of open innovation for investment recipients ublicizing Nara's attractions throug

o and regional companies

!'5 ) o ) . ( Agribusiness )

5] Regional revitalization as a business

(% eNara Mirai Design startup (regional revitalization company) *Raising the brand power of agricultural products

- J in Nara Prefecture

7
2 Business establishment support
[5}

gg Nanto Bank Nanto Capital Partners Nara Mirai Design
&3 Nanto Bank <Nanto> Business establishment

©.2 support package - . ) P .
=0 Group " 3 Investment specialist subsidiary Regional revitalization business
€9 <Nanto> Business establishment ' ; ]

g support fund Established October 1, 2020 Established April 1, 2021
8 Founded October 1, 2020



Profile of Nara
prefecture

Population / life

An inland prefecture,
Nara prefecture occupies
) E the southern part of a
,,,,, mountainous region
‘ ' called the “Roof of Kinki”

ePopulation of Nara prefecture

1,331,330

Males / 626,977
Females / 704,353

in the center of the Kii

Pemlnsula in the heart

dapan

Ny
)
¢
i

N

eNumber of households
590,741

e|ncome per capita

2 . 6 million yen

4

S

Performance

Strategies and
resources allocation

Business model

Economy / industry

eNumber of factory and
research institute locations  output

32 (FY2019) 40 . 7 billion yen

eNumber of businesses offices eRatio of disused

49 ’ 8 2 3 cultivated land

eNumber of employees 2 1 ' 2%

486,777

eNara prefecture GDP (real)

3,61 1 7 billion yen

Source: Nara Prefecture 2020

eAgricultural

companies to Nara prefecture.

eNara Prefecture

Males Tth
ES ES S;)gé placeln

BELED]

Females 4ih
6 3 1 % place in

\

Guman resources [business establishment]

Although Nara prefecture boasts a superior pool of human resources with a high percentage of college-educated residents, its
employment rate is surprisingly low, and consumer spending in the prefecture tends to be restrained as a result. We believe the
Nanto Bank Group can provide leadership in promoting employment of our superior local human resources, with resulting higher
consumption, and in creating new added value by providing support for startups and new business development and inviting

Current situation of Nara prefecture

15t
new business opening rate % place in

eUniversity / junior college Tth
enrollment rate 5 9 4% place in
= eFemale workers 47t
42 .4,

ePrefectural

46th
employment rate 71 .2% place in
Japan

place in
apan

in labor force

ePercentage of
consumer spending
within the prefecture

84.8, (w48

Japan

~

B Create employment
through initiatives such as
support for startups / new
business development and
attracting companies to the
prefecture.

B Promote regional
employment to increase
salaries and create new
added value.

eNumber of tourists
44 . 2 1 million

*Number of 5th.
foreign visitors 3 . 5 million \Gheadd

Japan

eHistorical scenic site 146 No.1

natural monuments in Japan

*Number of
annual visitors 2 . 7 3 million

\_

Gourism resources [business establishment / tourism]

Our goal is to increase GDP by simulating higher tourist spending and regional revitalization by converting Nara prefecture from a
day-trip tourist destination to a multi-day tourist destination.

The Nanto Bank Group will promote excursions and multi-day tourism by establishing tourism bases with accompanying
accommodations in the central and southern areas of the prefecture.

Current situation of Nara prefecture

eNational treasures and

*World Heritage sites 3 No.1

in Japan

*Guest rooms at 47h
inns and hotels 9 426 place (]

Japan

*Per-capita tourist spending

wios 27,451 yen vators 4,781 yen

:3rd

important cultural properties 1 ’327 place in

Japan

j
3

B Create local tourism bases
by utilizing and renewing
existing bases that are not
fully utilized.

M Create busy districts to
serve as tourist bases.

)

Source: Nara Prefecture 2020
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Increasing Nara Prefecture’s GDP

Nanto Method

New Business Establishment and Support

® <Nanto> Business Establishment Support Package

The <Nanto> Business Establishment Support Package, which bundles services and benefits for entrepreneurs, was
established in October 2020 to provide one-stop services that meet all their needs. As of end June 2021, 54 of the Bank’s
customers are using the package.

= &)
O Benefits of the <Nanto> Web Cashless payment support @

Business Banking app (domestic) for corporations and sole proprietors System installation support
eCorporate credit card enrollment
«Basic monthly fee 3,000-yen gift card for new customers ePayroll services
6 months free eCashless payment member stores 10% discount on cost of
No initial introduction fees, initial installation

preferential payment fees

Financing consultation Management support Membership services

eSupport for business plan / e|ntroduction of management elnvitations to management seminars

financial plan formulation professionals . :
*Credit Guarantee Association *Business monitoring Eiﬁg%%ﬁgi@gﬂ%mpemhange
application support eSubsidies / subsidy information meetings / social gatherings
EGUIDTENL PISLIE TE L. SLIEEOT e e eEmail newsletter distribution, etc
e[ oan product information *Business matching, etc. L A

® <Nanto> Business Establishment Support Fund

In October 2020, we joined the Nara branch of the Japan Finance Corporation in a co-financing project organized to
introduce the <Nanto> Business Establishment Support Fund aimed at helping entrepreneurs start new businesses in
Nara prefecture.

Nanto Bank and the Japan Finance Corporation’s Nara branch cooperate in responding promptly and flexibly to
customer needs before and after they receive loans from the <Nanto> Business Establishment Support Fund. As of end
June 2021, loans had been extended to two business owners.

FoRIES-FoL]

Vi B ER 8R4 BB SR\

® <Nanto> Success Road Business Plan Commercialization Support Project

Thirty winners of the 7th <Nanto> Success Road* Awards were
WTE '<FVR>YILAO—K, 2 REEL-JERX  announced in March 2021. In addition to awarding monetary
prizes, the Bank assigns specialists to take responsibility for
following up regularly and implementing efforts to realize early
commercialization.

*<Nanto> Success Road is a commercialization support project aimed at realization
of a sustainable regional community in accordance with Nanto Bank’s SDG policy.
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Business model  Strategies and Performance
resources allocation

® Participation through the Regional Co-creation Promotion Office

Prompted by its commitment to solving regional issues,
Nanto Bank teamed up with the Nara Institute of Science and
Technology to establish the Regional Co-creation Promotion
Office. The Office’s aim is to build a “regional co-creation
platform” through collaboration among the industrial, academic,
and public sectors with “co-creation” as the keyword.

With the Office as a starting point, we will expand future
participation to companies and regional governments, and
work as a collaborative project involving industry, academia,
and government to overcome obstacles to the digitalization of
regional communities and creation of new industries.

Equity

In accordance with its mission of “adding new value to Nara through investment,” Nanto Capital Partners Co., Ltd. pursues
regional economic development by investing in venture companies as well as by working together with the Nanto Bank
Group, regional companies, and venture companies. In fiscal 2020, the company invested in nine projects valued at 965
million yen.

Business Creation

Nara Mirai Design was established by the Nanto Bank Group and NOTE Nara to solve regional issues through
commercialization as a business operator.

[l Company profile

Company . . [Town development business]
name Nara Mirai Design Co., Ltd. We will make use of vacant houses and stores in efforts to create lively
. ) ) towns and active businesses.
Location 43 Nishinoshinya-cho, Nara City, [EC business]
Nara Prefecture Contents We will create structures that motivate people to visit Nara by
of business communicating producers’ perspectives and the stories behind the
Dateof | /i1, 2021 iorwi
establishment prit 1, products to consumers nationwide.
[Agribusiness]
Capital 30 million yen We will contribute to regional revitalization through branding of Yamato
Vegetables grown on disused cultivated land.
4 N

Narawashi EC Mall established July 16, 2021

Nara Mirai
Design has
opened the
Narawashi
narawashi EC Mall
e Website, a
new platform
. connecting .
E E producers with consumers.
The number of items available on the site was
E . initially about 40, but the company intends to offer 300
or so items in the future.

https:/narawashi.jp/

-
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Increasing Nara Prefecture’s GDP

Stakeholders’ Voices

Targeting a 10% Increase in Nara Prefecture’s 2030 GDP

Nara Institute of Science and Technology, which established the Regional Co-creation Office to oversee regional
revitalization, and the Nanto Bank Group, which has set the goal of raising Nara prefecture’s GDP by 10% (approx.
350 billion yen) by 2030, share the common goals of revitalizing Nara prefecture and solving issues facing the
region.

The university’s Vice President Tsukasa Ogasawara, Director of the Co-creation Office, and Nanto Bank’s
Managing Executive Director Ryuichiro Funaki recently discussed their respective hopes for mutual cooperation
and their institutions’ roles in solving the issues concerned in regional economic revitalization.

The Nanto Bank, Ltd. Nara Institute of Science and Technology

Director and Managing Executive Officer Director / Vice President

Ryuichiro Funaki Tsukasa Ogasawara
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Organizational overview ~ Governance  Business model Risks and Outlook
and external environment opportunities

Regional Co-creation Promotion Office established with “co-creation” as
the keyword to coordinate collaboration among the industrial, academic,
and public sectors.

Ogasawara: The increasingly challenging environment surrounding the University
in recent years due to social changes such as a declining birthrate and aging
population has made cooperation with the regional community, businesses, and
government an important issue for us as well. About a year and a-half ago, our
former President attended an ICT convention on the West Coast of the United
States, where he was impressed by the highly productive cooperation between
academia and the community. This inspired our University to take the lead in
collaborating with various regional organizations and promote a new program
of regional collaboration. Our purpose in establishing the Regional Co-creation
Office was to encourage collaboration among regional financial institutions and
the industrial, academic, and public sectors, and to extend this collaboration
nationwide and around the globe.

In establishing the Office, we consciously incorporated the concept of a co-creation circle with other
segments of society. It is relatively easy for universities and businesses to collaborate, with universities providing
technical support. But when it comes to economic or social issues, universities cannot handle them alone. This will
require us to discuss challenges based on the concept of regional issue solution, and to continue to expand our
field of activities involving corporations and local governments by creating a platform-type organization capable of
impacting and changing systems.

Funaki: The Nanto Bank Group would like to discover ways of joining your university, a depository of knowledge
and expertise, in contributing to our region. We have been supporting entrepreneurial activities through our
original <Nanto> Success Road project, and promoting a program of new business establishment for purposes of
technological innovation and human resources development. Without accelerating these efforts and implementing
measures to expand them, however, we will be unable to achieve our target of increasing Nara prefecture’s GDP
by 350 billion yen. For this reason, we would like to contribute to creation of an environment in which some
students of your University establish businesses and develop them right here in Nara prefecture. | am sure our
banking specialists would prove useful in providing education and practical applications in the fields of finance
and business planning, which are not to our knowledge among the University’s strengths. We are also interested
in supporting startups by matching regional companies with students as potential human resources who possess
seeds and technologies that can contribute to the community.

Ogasawara: As | mentioned, the key is collaborative funding by the regional industrial, academic, and public
sectors. By co-creating an organization through cooperation between academia and finance, especially, we can
identify issues that the University and Bank can tackle together, and form a team to work toward solutions to the
issues facing Nara prefecture. There are various challenges to overcome, including the issues of car-sharing, smart
cities, and tourism. We have a shortage of innovative human resources in Nara prefecture, however, and we would
like to nurture more of them in cooperation with Nanto Bank. We are promoting an entrepreneurship education
program, for example, to nurture students’ ability to sow seeds. This means fostering students with entrepreneurial
mindsets. We would like to support them in cooperation with the Bank to help them start businesses in Nara
prefecture and contribute to solving our regional issues.

Funaki: We do seem to have a particularly notable shortage of human resources specializing in IT in Nara
prefecture. We banks are among those struggling to secure human resources to handle our digital strategies. If
you have teachers and students working on FinTech at your university, | hope we can find ways to cooperate in
developing cutting-edge services. At the same time, we would like to enable teachers and students to use us as a
stepping stone for taking entrepreneurial capabilities born in Nara out into the world.
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Increasing Nara Prefecture’s GDP

Stakeholders’ Voices

Contributing to revitalization of the regional economy and problem-
solving through collaboration between the Regional Co-creation Office
and the Nanto Bank Group

Ogasawara: Our University specializes in advanced technological research. Our graduates will play active roles
throughout the region, adding to the nation’s technological capabilities. There are many issues that technologies
can help to resolve including meeting the multiple future needs of society in places like Nara prefecture, where

the populat|on is ||ke|y to contract by one-third in coming years, or overcoming challenges faced by areas with

= SemmEE  aging residents and inconvenient transportation. Supporting people who are
facing challenges may become one of our major concerns, but we cannot
overcome them alone. We must join forces with software development
companies, for example, various service companies, and municipal
governments. | believe we will need a body to oversee these efforts as well
as a venue where participants can meet for regular discussions. Universities
are thought to discourage public access. Establishing a place where
community residents can gather easily to talk and solve problems would
improve the community and create a virtuous cycle that brings people
together.

Funak| The Bank views these efforts from two perspectives. First, since we conduct a financial business
ourselves, we can deploy technologies developed by the University’s professors and students in collaboration with
the industrial, academic, and public sectors in our business. Second, as a regional financial institution, we have
built relationships with many regional companies. When it comes to funding for collaboration among these sectors,
we can find regional companies to participate in joint research. In our daily work, we pursue activities aimed at
achieving a full understanding of our customers and their management issues. If we add an understanding of the
university’s research themes and technologies to this, we believe we can upgrade the corporate business model
through matching with appropriate regional companies depending on the theme. By linking research into such
issues as smart cities and MaaS (Mobility as a Service) with companies in the automotive sector, we should be
able to overcome such challenges as transportation inadequacies
in areas whose population is declining as society ages. Regional
companies could tackle these issues on their own, but the costs
involved would be very high. We think the University’s knowledge
and know-how can be employed here to create new industries
through collaboration among various companies, establishing

a platform from which the possibilities for solving regional

issues will become apparent. Banks as such operate under
certain restrictions, but we feel certain that we can serve as an _
intermediary to connect local companies with local governments. o
Ogasawara: It may be difficult for any of us to identify problems and consider solutions on our own, but we can
respond by increasing the number of participants such as venture companies, and by collaborating with multiple
universities, not only in technology but also in fields such as culture and economics. We can also divide the
workload further by assigning different roles to specialists in various fields.

Realizing untapped potential by taking advantage of the location
characteristics of Nara prefecture to develop an incubation organization

Ogasawara: |, for one, am convinced of Nara prefecture’s potential to create new businesses. Conditions may be
better in Osaka and Kyoto at present, but if word gets out about an organization that supports entrepreneurs in
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Nara, human resources will return. Nara is also an ideal place for experimenting with new businesses, a factor that
interests me from an academic perspective.

Funaki: Nara may actually be better suited to experimentation than a metropolitan area. Conveniently located
adjacent to Osaka and Kyoto, it offers easy airport and Shinkansen bullet train access. It is a particularly

suitable region for creative activities such as IT and design that fit easily into remote business structures. We are
considering establishing an incubation organization and providing
infrastructure for the Nara of tomorrow. During the coronavirus
pandemic, online conferences have become ubiquitous, and
when 5G networks are fully in place, this trend can be accelerated
further. We also intend to continue working with government
entities such as local governments and the Ministry of Economy;,
Trade and Industry to encourage budding entrepreneurs to launch
their startups in Nara.

Ogasawara: We have many competitors in this. Our organizational
efforts will be futile if we do the same things as everyone else.

We want to set Nara prefecture apart by making the most of its A
location near Osaka and Kyoto in a region where universities, companies, and research institutes are congregated.
We will invite people to come to Nara, stay for a time, and learn what an agreeable place it is to live. If these
newcomers team up with members of the local community, they can form a unique platform for co-creation in the
community. Our first step will be to bring these sorts of people to our region.

Funaki: There are many companies concentrated in Keihanna Science City, which straddles the borders of Osaka,
Kyoto, and Nara. We would like to make the most of our capabilities as a regional bank to establish a salon-like
venue where entrepreneurs can gather in Nara, and to create a mechanism for exchanging information.
Ogasawara: | have taken students from our Entrepreneurship Education Program to the U.S. West Coast, where
we visited a unique facility that supports organizations that are starting businesses. A number of support booths
were set up at the facility to assure participants of their ability to succeed. It will be important for us to establish

a support system of this kind, and | believe we should do so right away to provide entrepreneurs with virtual
consultations and a place to gather and discuss their challenges.

Funaki: There should be a place where entrepreneurs who encounter problems can meet with people with
experience and search for solutions with them. It would be wonderful if you could simply tell them to “come to our
laboratory.”

~

5

Pursuing regional revitalization by researching ideal ways of conducting
regional finance that leverage advanced technologies and the evolution of DX

Ogasawara: The University’s classes have traditionally centered on face-to-face meetings. The coronavirus
pandemic made it clear, however, that this is now not always the case. Since biology experiments deal with living
organisms, researchers cannot conduct them away from their lab, but scientists who experiment by shaking test
tubes can conduct their research remotely. Remote research activities will lead to advances in automation. Even
office work can be conducted remotely, meanwhile, by digitizing stacks of documents. | believe DX has evolved
from this. Anyone, even members of the general public in depopulated regions, can access and make effective
use of data that is uploaded by computer to the cloud. This capability will make office work increasingly efficient as
long as security measures can be fully implemented. Banks will operate without teller windows or ATMs, moreover,
and will handle information instead of money. Nevertheless, our economic activity will continue. Further activities
and services will be required to realize these changes, and we can employ our technical resources to pursue
them. | believe we have a lot to learn about services through cooperation with your Bank.
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Funaki: In the era to come, we will have to consider new approaches to regional finance. | would like to work with
students on a project employing FinTech and blockchain technology to create forms of finance that are easy to
use for the younger generation while remaining rooted in the community as a whole. Of course, not everything will
be virtual. If customers have a partner like Nanto Bank that can advise them with a view to the actual situations of
regional companies, they can invest with confidence. | want the Bank to play this role. | would like to join them in
studying ways of combining Internet operations and real-life activities.

The financial world is entering an era of dramatic change, and | want to convey my fascination with this to
students. We are in the midst of a paradigm shift to a world no one has ever before imagined. | certainly welcome
the opportunity to benefit from your knowledge in this time of change.

Ogasawara: IT is also contributing to agriculture, a development with special appeal for young people.

Funaki: Many of our customers are already employing ICT in their farming operations, but it is not yet being
applied in the forestry industry, where we are closely monitoring trends in carbon pricing. The closer you look

at Nara prefecture, the more challenges you see—and the more opportunities you see as well. | would like

to monetize our valuable forest assets. Developing a mechanism to measure the amount of CO2 that can be
absorbed by reforesting mountains will open up abundant opportunities for forestry in Nara prefecture. Many next-
generation managers of local companies are aware of the problems, and of the possibilities for solving them.
Ogasawara: We can revitalize various areas of the region by bringing people like these young regional managers
together. This is one reason why | believe Nara prefecture has such great potential.

Collaborative efforts to create new systems by matching human
resources and companies with the University’s technologies

Ogasawara: Nanto Bank is currently engaged in promoting regional support projects and activities. If you

help us match human resources and companies with the University’s technologies, we can achieve something
really significant. We hope to work with your Bank to deepen the University’s ties with regional companies and
governments. Developing new financial systems and promoting DX will require new mechanisms, and we look
forward to working with you toward these goals.

Funaki: Financial institutions are also in the process of refining their services and risk management, and to tell
the truth, we are keenly aware of our need for personnel with backgrounds in science. We can benefit from your
knowledge in the areas of finance and deep learning, for example, in rethinking what services would be most
beneficial to the people of our region considered from a zero base. | hope to realize “co-creation” by drawing on
your expertise to supplement the knowledge and skills we lack ourselves. Thank you for taking time for us today.
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s NARA INSTITUTE OF
SCIENCE AND TECHNOLOGY

“nmst®, - Outgrow your limits -

National University Corporation Nara Institute of ;
Science and Technology

i,
:Eu,aﬂ’

H History
Oct. 1991 Nara Institute of Science and Technology established.

Graduate School of Information Science established.

University Library established.
Apr. 1992 Graduate School of Biological Sciences established.

Information Science Center established.
Apr. 1993 Research and Education Center for Genetic Information established.

Graduate School of Information Science (Master's Program) accepts 1st-semester students.
Apr. 1994 Graduate School of Biological Sciences (Master’s Program) accepts 1st-semester students.
June1994 Research Center for Advanced Science and Technology established.

Apr. 1995 Graduate School of Information Science (Doctoral Program) accepts 1st-semester students.
Health Care Center established.

Apr. 1996 Graduate School of Biological Sciences (Doctoral Program) accepts 1st-semester students.

May 1996 Graduate School of Materials Science established.

Apr. 1998 Graduate School of Science and Technology (Master’s Program) accepts 1st-semester
students.
Research and Education Center for Materials Science established.

Apr. 2000 Graduate School of Science and Technology (Doctoral Program) accepts 1st-semester
students.

Apr. 2002 Graduate School of Information Science, Department of Information Science begins accepting
students.

Oct. 2003 Intellectual Property Division established.
/ \ Apr. 2004 Nara Institute of Science and Technology becomes a National University Corporation.

. . Intellectual Property Division closed. Industry-Government-Academia Collaboration Group
— Outgrow your limits — glahed
On the cutting edge of infinite possibilities

Sep.2009 Gender Equality Promotion Office established.
Dec.2009 Center for International Cooperation established.
July 2010 Information Initiative Center established.
Nara Institute of Science and Technology, a Japanese Ao 2011 Racue S ofoToatonScnce, epatTont o faion S s/
National University Corporation, offers an environment gigt‘jnusasec %ecatéré\gvjftté(\jgg;si.cal Sciences, Department of Biological Sciences established /
that enables the people who gather here to succeed in beais acceping Stents

taking on and overcoming new challenges. In addition

to the students and faculty who make up the University,

everything from its academic fields to its organizational
structures is predicated on achieving unrestricted growth
and development.

Apr. 2013 Career Services Office established.

Oct. 2013 Division for Research Strategy established.

Apr. 2015 Center for Strategy and Planning established.
Institute for Educational Initiatives established
Institute for Research Initiatives established.

Apr. 2017 Data Science Center established.

Apr. 2018 Graduate School of Science and Technology, Department of Science and Technology
established / begins accepting students.

Jan. 2021 Center for Digital Green Innovation established.

Apr. 2021 Regional Co-creation Office established.

_/
\
Regional Co-creation Office staff
WB will realize a sustainable future society, Regional Co-creation Director Regional Co-creation Advisor
. Masato Miyake Yoshihiro Furukawa
not only through digitalization but also through ‘ y _ _
L ) (Associate Professor, Nara Institute (Deputy Director, Nanto Bank
the appl|cat|on of science and teChnO|Ogy, by of Science and Technology, Corporate Sales Department)
. . Institute for Research Initiatives)
leveraging the advanced expertise of our many
stakeholders who are leaders in the regional
economy and society and co-creation of diversity.
Regional Co-creation Coordinator Regional Co-creation Advisor
Aya Nita Katsutoshi Akagi
(URA, Nara Institute of Science and (Deputy Director, Nanto Bank
i Technology, Institute for Research Sales Support Department, Digital
g' ' Initiatives) Promotion Office)
i
Regional Co-creation Coordinator Regional Co-creation Advisor
' Masahiro Nishizawa Ryo Matsuyama
- (URA, Nara Institute of Science and gnvgstlgatgr, NgntoDBank Regional
Tsukasa og asawara Technology, Institute for Research usiness Creation Department)
Director, Regional Co-creation Office (Executive Director / Vice President, Initatves)
Nara Institute of Science and Technology)
Profile
Dr. Ogasawara graduated in 1978 from the University of Tokyo’s
Department of Numerical Engineering, Faculty of Engineering, from which Tetsuya Matsushita Regional Co-creation Advisor
he also‘earned hls doctorate in mfcrmatpn enginsring in 1983. He joined (Nara Institute of Science and Katsutoshi Kaneda
the National Institute of Advanced Industrial Science and Technology of Technology, Planning and (Nanto Bank Sales Support
the National Institute of Advanced Industrial Science and Technology that Academic Affairs Department, Department, Digital Promotion
same year, and later spent a year from 1993-1994 as a visiting researcher Planning and General Affairs Office)
at Karlsruhe Institute of Technology in Germany. He has been a professor Division)
of Nara Institute of Science and Technology since 1998. His areas of
research include intelligent robot systems, human robot interactions and
biometrics, among others.
_/
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Human Resources Procurement and Training BRI~

ecuring and training of
human resources

Basic Policy

Creation of unconventional human resources

Implementing its human resources strategies will require Nanto Bank to secure and imbue its personnel with highly
developed skills and capabilities. While pushing forward with our scheduled scaling back of human resources, we intend
to pursue recruitment and training outside the bounds of the usual frameworks, with the aim of discovering and promoting
highly specialized human resources with superior reformation capabilities.

In our awareness of the difficulty of securing superior human resources from various perspectives using conventional
personnel evaluation methods, moreover, we are constructing appropriate new evaluation mechanisms and pursuing
enhancement of our human resources development program to secure suitable management personnel for the future.

Action Plan

Expansion of mid-career recruitment and upgrading of human resources development
programs, while constructing systems for appropriate evaluation of diverse human resources

Requisite skills and qualities Fiscal 2021 initiatives

IT / risk management / M&A
Marketing (data scientists)
New business startups, etc.

recruitment

Innovative thinking
Broad perspective

Aot q company employees
Communication skills, etc. pary employ

Introduction of side business policy to
encourage employee growth

Since April 2021, the Bank has been cultivating an
environment that allows employees to engage in

side businesses based on an awareness that diverse
experiences, advanced expertise and skills, personal
connections, and networks acquired not only in the
banking business but also in non-business activities are
indispensable attributes. As of June 2021, 14 employees
were benefiting from this policy.

Overview

[Target businesses]

Businesses without employment contracts with subsidiary companies

*Side business application required in advance

[Examples of target side business occupations]

eQualification-related...Lecturer with official qualification, translator /

interpreter, career consultant, etc.
e|nternet-related...Web designer, programmer, YouTuber, blogger,
etc.

eOthers...Sale of personal handicrafts / artworks (decorations,

paintings, photographs, etc.), musical activities, etc.

[Target personnel]
eNanto Bank employees Approx. 2,600

Nanto Report 2021, the integrated report of Nanto Bank

eExpansion of mid-career personnel

eImplementation of a management
personnel development program

(Creation of opportunities for young employees to be
seconded to business firms, etc.

e|ntroduction of a side business palicy

*Promotion of personnel exchanges among young Group

eAppropriate evaluation and
management
eEnhancement of appraisal staff

Collection of multidimensional HR information / use of
database for deployment

e Strategic aptitude-based personnel placement

Introduction of talent management system
(Scheduled for October 2021)

We plan to introduce a talent management system for
centralized collection, accumulation, and visualization of
personnel information, and implementation of strategic
data-based personnel measures (recruitment, training,
placement, promotion).

This new system will enable us to discern such factors
as employee qualifications, experience and capabilities, and
to promote human resources optimization by placing the
right person in the right position.

Current situation

HITKOT MS Excel, MS Word

(Personnel information system)
Basic information
Personnel appraisal
Work experience .
Transfer history Goal-setting

Paper-based
Personnel management
information
Recruitment entry sheet,
personal history

Branch inspection reports

Independent management / collection (inefficient)

After introduction
Talent management system

Aptitude | % Basic information  Work experience Questionnaire
test Personnel appraisal  Transfer history information
Branch inspection  Personnel management
reports information Other
1-on-1 ) Goal-setting Recruitment entry ( Lalitative
information sheet, personal history ir?formation

Centralized management +

efficient new information collection system




Unconventional human resources development activities

V%

Strategies and
resources allocation

Tetsuya Sakamoto

Investigator, Personnel and General Affairs Department,
Nanto Bank

April 2021 Seconded to Kawakami Village

Work history

2005 Joined Nanto Bank Bojo branch

2013 Corporate Sales Office, Sales Management Department
(Hokusetsu)

2017 Esaka branch

2019 Corporate Planning Division

2021 Personnel and General Affairs Divisions

Main qualifications
¢ *Registered management consultant eSecurities analyst
eNissho bookkeeping (level 2) oFP level 2

Business activities in Kawakami Village

Kawakami Village is losing its vitality in an environment of rapid depopulation, with the population falling from over 8,000 at its

peak to about 1,300 today.

Kawakami Village profile

Kawakami Village is located in

the mountains of southeastern

Nara prefecture, a region 95%
® covered by forest. Its position at

the headwaters of the Yoshino

and Kinokawa rivers makes it

a “water resource village” that

provides an enduring supply

of clean water to many of the

prefecture’s municipalities.

Organized in response to concerns that a continued contraction of the population would lead to a crisis threatening
the village’s very survival, a youth-centered migration and settlement project called the “Kawakami-ing Strategy” has been
in operation for several years as a notable example of efforts to keep the village alive. | am currently participating in the

Kawakami-ing Strategy.

Differences from banking and disorientation | experienced when seconded to another sector
It took time for me to get used to the change, because not only the business content, but the organizational culture and

value system as well were completely different from the Bank’s. Looking back, | realize that my horizons have definitely been

broadened by working in a context with a different perspective from the Bank’s and interacting with people | had never met

before.

Kawakami Village advocates the concept presented in the “Kawakami Declaration,” for example, calling for action
based on free ideas from a long-term perspective to protect its water sources and realize a rich life for its residents. This is
quite different from the banking business, where we work with a constant awareness of profits.

Another difference is that bankers consider what they can do to address the issues of individual customers, but we

campaign workers devote ourselves to considering what we can do to address the overall social issues of Kawakami Village.

Rewards of working in Kawakami Village

| still feel the desire | had even when working at the Bank to help revitalize the Bank’s home region of Nara prefecture, and |

have learned how rewarding it can be to face local issues and think about

ways of solving them with my superiors and colleagues.

Utilizing this seconding experience when returning to the Bank
The benefit | can provide to the community

When | return to the Bank, | hope to make use of my experience in
working on a regional revitalization project from the perspective of a local
government by playing an active role as a human resource with fuller
knowledge than most of my colleagues.

In the future, the Bank will have to promote new initiatives with
unprecedented ideas aimed at realization of a vibrant regional society. |
am absolutely certain the insights and perspectives | have gained from
my seconding to Kawakami Village will prove useful.

Possibility of cooperation between regional governments and
regional banks

Regional governments and banks are currently developing
measures to solve social issues such as the declining population
and aging of society from their respective points of view.

In the future, | believe that regional governments and banks,
the institutions with the deepest knowledge of the actual situation
of their region, will cooperate in building relationships that allow
discussions across organizations, and collaborate to find optimal
comprehensive solutions to various social issues.

Village Mayor’s views

As its name suggests, Kawakami (“river head”) Village
is a water source village located at the headwaters of
the Yoshino River.*

| view Tetsuya Sakamoto’s seconding to
Kawakami Village as evidence that the village and
Nanto Bank have a shared a destiny. | am therefore
impressed by President Hashimoto’s preparedness
and willingness to take solution of regional issues
seriously with a sincere consciousness of the
challenges facing Nara prefecture. Mr. Sakamoto is
currently involved in the “Kawakami-ing Strategy”
migration and settlement project. We hope he will
acquire a deep interest in the efforts of the village
as a water source that supports the region, and
collaborate with us to achieve regional development.
*The river’s official name is Kinokawa (“Kino River”), but the people
of Nara prefecture still call it the Yoshinogawa due to its association
with the former Yoshino region where it originates.

Mayor of Kawakami Village % 12} K’ -8
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Raising business efficiency

Raising business efficiency

Basic Policy

Optimizing Cost Resources to Raise Productivity

Improving the Nanto Bank Group’s profitability while increasing customer satisfaction in an environment of lifestyle
diversification and digitalization of society as a whole will be made possible only by optimizing business efficiency and
allocating strategic staff to focus on high-value-added operations.

The Nanto Bank Group is responding with efforts toward branch network reorganization, administrative reform,
product discontinuation, and headquarters office work reduction as measures toward improved business efficiency.

Action Plan

Continuing to improve business efficiency in full consideration of customer convenience

l Branch network reorganization (number of bases)

Advance from the initial Branch network reorganization matched to the local

schedule for fiscal 2030

Approximately 30% reduction

Won with February 2020)

138
105
February 2020 FY2020 FY2024
(before reorganization) (planned)

*Excluding Mahoroba branch (Internet branch)

B Administrative reform

_ Past achievements Future efforts

Sequential
ATM tellers 56 branches introduction according
to branch type
: Introduction to all | Increase in rate of
Reception A
desk na\?igation branches digitalization by
systern (New account opening /| expanding types of
4 partial notification) possible transactions
Construction of
) a new systems
cEr?tCrZIEZIt(ifn Trials at 6 branches | adoption framework
by the Operations
Concentration Division

Wl Product discontinuations (number of products handled)

Approximately 40% reduction

869

FY2019
*Discontinued / newly discontinued products
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" Number of
. reductions

After fiscal 2021

market environment

Pursuit of a joint branch structure where two or more branches and
branch offices conduct business in the same building has enabled
the Bank to reduce the number of its bases from 138 in fiscal 2019
to 105 in fiscal 2020. We will continue these efforts to reorganize our
branch network going forward, with the aim of constructing a 95-
base system by the end of fiscal 2024, a reduction of approximately
30% compared to February 2020.

Administrative reform from a “3 lesses” perspective
(cashless, paperless, back officeless)

We are working to simplify customer procedures and reduce

the administrative burden through digitalization of three types of
procedures. These begin with the introduction of teller ATMs that
customers can operate to complete procedures themselves without
paper, and extend to paper-free and cash-free operations achieved
by expanding our “reception desk navigation” function for opening
accounts and performing various notification procedures on tablets
instead of paper. The third factor is office space reduction achieved
by centralizing these procedures along with those previously
conducted in the back office.

Product discontinuations guided by a concept of remote, contact-
free operation and conversion to Web-based procedures

To improve productivity, we are discontinuing many products as a
means of reducing our administrative and system cost burden. In
fiscal 2020, we decided to eliminate or cease new provision of 323
products, or approximately 40% of our 869 products, in order to
reduce the number of personal interactions required. In future, we
will continue to eliminate products and discontinue new provision of
others one after another to improve the Bank’s productivity.



W Headquarters workload reduction (10,000 headquarters work hours)

Approximately 20%
/\ reduction

i ! " 4 | Working time
— 13 reduction
67 57
FY2020 FY2020 After fiscal 2021

\

Business

model  Strategies and Performance

resources allocation

Outlook

Workload reduction through a process of discontinuation,
centralization and outsourcing

Besides discontinuing products, our efforts to improve productivity
include working to achieve an approximately 20% reduction in the
workload shouldered by the Headquarters’ Planning, Operations
Concentration and Internal Audit divisions. In fiscal 2020, we succeeding
in cutting employee working time by 100,000 hours, which represents

a little over 10% of the total working hours. We will continue these
workload reduction efforts after fiscal 2021 as well, with the aim of
reducing working hours by 130,000 hours, or 20% of the former total.

Reformation of branch office work and our vision of the next-generation branch offices

In the future, we will continue to examine possibilities for digitalization of the next-generation certification infrastructure
and of all our paper forms as we move toward digitalization of office work at the Bank. Making use of leading-edge
technologies such as remote business channels and Al that equip anyone to conduct business anywhere, we will
promote a transformation to next-generation branch offices capable of solving regional issues.

Past

An environment with heavy administrative
burdens on customers and staff

p
Lobby

Branch office

Customer service counter Back office
High counter
Deposits and

Time-consuming

*2 Customer convenience has been improved by eliminating the need to fill
in documents by hand and shortening processing times by changing
such processes as account opening and address change procedures

L from paper to digital operation.

g )
withdrawals i office work
eCustomers oStaff
Complicated Office work centered SBT)
procedures on paper forms f—
o . P . Low counter
Long waiting times Procedures involving cash, Account opening
monetary instruments documents
Terminal operation
\
e
Current Lobby Branch office
Transformation to partial self-service Customer service counter Back office
procedures li y _ : High counter
Approximately 40% reduction in high count il coumer )
pproximately o reduction in high counter —
processing forms ﬁ
*1 Partial self-service teller window with integrated ATM - l : SBT]
With both customers and staff handling ATM procedures together, L, v - —
payment and transfer slips are no longer necessary. o o Low counter
. N . Reception »
Reception desk navigation*? M desk ?\avigation
Up to 30% reduction in low counter reception time SBT| Document circulation

a

Next-generation

Branch office value reform

[ Centralization of back office work ]

Elimination of branch office SBT terminals
through centralized consolidation

Use of surplus space

Reduction of office space from 70% to 30%
Use for such purposes as consulting and
local community activities

-
Lobby

Branch office

¥

~

High counter

{ Low counter

 §

J Digital data

*SBT: The SBT (super banking terminal) is a device used by the branch office tellers and back office staff of financial institutions.
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Further Efforts Toward SDG Realization
Climate Change and Gender Equality

Ongoing Efforts to Realize the SDGs

— Environmental and gender-conscious management strategies —

The Nanto Bank Group is pursuing sustainable growth along with the regional community in full
consideration of the environment.

As a regional financial institution, we are continuously engaged in activities concerning such challenges
as responding to climate change risk, environmental conservation, and gender equality in our own
operations and in collaboration with municipal governments and other stakeholders.

Environmental conservation efforts in our main businesses

Loan policy toward industries and sectors with a significant impact on the
environment and society

In considering loans that may exert a negative impact on the environment and society, we seek to reduce or avoid
negative impacts by carefully judging their advisability. When serving customers who take environmental and social issues
seriously, meanwhile, we provide appropriate knowledge and support in our capacity as a regional financial institution.

Please note that we are especially cautious with respect to loans to the following industries and sectors that are
considered to have a particularly deleterious impact on the environment and society.

1. Weapons manufacture
We do not lend to manufacturers of inhumane weapons, such as cluster munitions designed to kill or destroy in wars and other conflicts.

2. Coal-fired power generation

We do not engage, as a rule, in financing for new coal-fired power plant construction. When it comes to projects such as high-
efficiency power plant construction in response to national energy policies, however, we carefully consider the merits and demerits
of undertaking each individual project.

3. Deforestation
When asked to provide financing for development projects that involve deforestation, we investigate the legality and environmental
impact of the logging and carefully consider the propriety of providing funds.

Introduction of a syndicated loan product with TBM Co., Ltd., a unicorn
venture capital company concerned with environmental issues

The Nanto Bank compiled a syndicated loan totaling 2.4 billion yen for TBM Co.,

Ltd. as lead underwriter for 10 regional banks. TBM develops, manufactures, and

markets LIMEX*, a new material that can be substituted for plastic and paper.
This loan has received the highest [Green 1] green loan certification from the

Japan Credit Rating Agency (JCR).

*A product with limestone as its main raw material that serves as an alternative to plastic and paper.

M Overview of TBM Co., Ltd.

2-7-17 Ginza 6F, Chuo-ku, Tokyo

2011

23,429,930,000 yen (including capital reserve) / as of July 2021

Development, manufacture, and sales of environmentally friendly
materials and products

About LIMEX: An alternative to plastic and paper produced using limestone as
the main raw material.

Plastic alternative Paper alternative
Conventional Eg Approx. 1009 ELA\% + 0 =
petroleum-derived

resins Wood Water Paper
*Reduces use of petroleum-derived resins  *No use of forest resources
LIMEX  °Reduces greenhouse gas emissions eHighly limited use of water resources
=»Resources preservation, =» Conservation of resources
climate change control at high risk of depletion

Besides the above, Nanto Bank devotes efforts to popularizing and promoting
such renewable energy sources as solar and biomass power generation in its
project financing activities.
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resources allocation

Climate change initiatives

Compliance with TCFD recommendations

In this era of high international awareness of the need to respond to social A e
disruptions due to climate change, Nanto Bank has endorsed a proposal TC m ‘ E}Igét&i\}%s
introduced in July 2021 by the Task Force on Climate-related Financial

Disclosures (TCFD).*

We will continue to follow TCFD recommendations in order to strengthen our responses to climate change and

enhance our information disclosure with respect to climate-related risks and opportunities.

*The Financial Stability Board (FSB) established the Task Force on Climate-related Financial Disclosures (TCFD) at the G20 London summit in April 2009 at the request of the G20
Finance Ministers and Central Bank Governors. In June 2017, the TCFD published a final report containing summary recommendations encouraging voluntary disclosure by
companies, not only for the financial sector but for the corporate sector as a whole.

Efforts toward gender equality

The Nanto Bank Group is working to create an environment in which every employee can exhibit their individuality and
make full use of their capabilities. Efforts include enhancing our policies concerning such issues as a balance of work with
childrearing.

Promoting women’s advancement

With the goal of increasing the ratio of women in management positions (including section chiefs) to 15% or above by
March 2023, we are implementing concerted efforts to assuring fairness in the availability of job opportunities for men and
women, and to developing a new generation of female managers.

We are also working to establish a work environment in which women can participate actively, even after pregnancy
and childbirth, by implementing measures to support reinstatement of employees returning from childcare leave.

[ Changes in the number of female managers (employees (ratio of women))

Female managers

0 0Oy 0 0Oy 0,
(nclucing seotion chiefs 118 (13.4%) 115 (13.4%) 113 (13.1%) 130 (14.3%) 132 (14.5%)

R
«

Governance Strategies and Performance

Pursuit of a balance of work / childrearing

Other provisions besides childcare leave (up to 2 years of age) include shorter working hours, exemption from overtime
work (until admission to elementary school) and nursing leave (until admission to elementary school). We also provide up
to five days of family support leave for employees with newborn children or grandchildren for up to six months after their
birth. To date, 100% of the Bank’s employees whose spouse has given birth have taken this leave. We support realization
of a balance between work and childrearing by increasing the rate of male employees taking childcare leave.

We are proud to report that the Bank’s efforts

99F*cy
i %‘z in support of a work / life balance have earned

\x it special Platinum Kurumin certification from
the Ministry of Health, Labor and Welfare in
accordance with the Act on Advancement

of Measures to Support Raising the Next
e P\Uc\,\#ﬁ Generation of Children.
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Further Efforts Toward SDG Realization
Social Contribution Activities

Ongoing Efforts to Realize the SDGs

— Strengthening contact points with the community through social

contribution activities —

We engage in a variety of activities in a variety of fields with a view to contributing to our regional community.
We pursue these activities in the belief that the contacts with the community they provide are valuable

opportunities.

Use of vacant stores

Among these activities, we make active use of store vacancies that occur in
connection with the reorganization of our branch network.
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[Former Shimoichi branch]

Our former Shimoichi branch reopened on April 5, 2021 as
the Nara Co-op Shimoichi Station operated by the Citizens’
Co-operative Nara Co-op for use as a base for business and
community development activities to support the lives of
regional residents.

[ Nara Co-op Shimoichi Station overview

Community life and food support, employment creation, regional
community building, renewable energy development, disaster
preparedness, and evacuation site provision

[1st floor] Daily food home delivery base, product sales, relaxation
space, Nanto Bank ATM, others

[2nd floor] Meeting room, living consultation space, others
[Rooftop] Solar panel installation

[Former Qji branch]

Situated in a highly convenient location across from the train
station, the Bank’s former Qji branch will be converted for use
as the No. 2 Qji Station Nursery Center. This facility will help
to realize an environment the town of Oji is working actively to
achieve in which parents can balance work and childrearing.
[ No. 2 Qji Station Nursery Center overview

Wakokai Social Welfare Corp.

2-3-1 Kudo, Oji-cho, Kitakatsuragi-gun, Nara Prefecture (former
Qji branch, 2nd floor)

19 infants

Childcare facility for children up to 2 years of age

Monday-Saturday 7: 00 a.m. - 10: 00 p.m.

[Former Takada Honmachi branch]
At present, the former Takada Honmachi branch is on loan at
no charge to Yamatotakada City for use as a vaccination venue.

[l Overview of facilities provided to Yamatotakada City

Former Nanto Bank Takada Honmachi branch

167-2 Nishimachi, Yamatotakada City, Nara Prefecture

Land area 1,994.39m?2 Floor space 1,995.72m?

Yamatotakada City will conduct the vaccinations.
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Various donations / contributions

Magokoro no Issatsu (“books from true hearts”) project

Each year, Nanto Bank donates books contributed by its
executives and employees to the Nara Training School for
Juvenile Delinquents as Christmas gifts.

This activity has been carried out since 1987 as part of
the Magokoro no Issatsu project with the aim of contributing
to boys’ emotional education. The donated books include
dictionaries, reference books, and other practical educational
resources in addition to books on currently trending topics.

Contribution through <Nanto> Manba Charity Walk

Nanto Bank contributes to charity each year through the <Nanto> Manba Charity Walk, first organized in 2004 to
celebrate the 70th anniversary of the Bank’s founding with the aim of contributing to the regional community and
improving its citizens’ welfare. The charity walk was canceled in fiscal 2020 to prevent the spread of the new coronavirus,
but we nevertheless made our usual donation in the amount of 600,000 yen. The donations are used to help operate a
children’s cafeteria and to subsidize volunteer organizations.

Nanto Ikueikai Foundation

In accordance with the Bank’s commitment to development of regional human resources, the Nanto Ikueikai, Public
Interest Foundation provides scholarship support for financially disadvantaged high school and university students with
excellent characters and academic ability from Nara prefecture. From its establishment in 1964 to March 2021, the
Foundation has supported 1,440 students through scholarships.

Participation in Yoshino Sakura cherry tree preservation campaign Sports promotion

The Bank participates as a special member of a team
dedicated to protecting the famous Shiroyama Sakura
cherry trees of Mt. Yoshino (Yoshino-cho, Nara Prefecture)
established through concerted efforts of governmental
and private organizations. The Shiroyama Sakura (about
30,000 trees) of Mt. Yoshino, a World Heritage Site, have
shown signs of remarkable deterioration in recent years,

We cooperate actively as a regional financial institution
in efforts to protect and develop the Yoshino Sakura by
such means as dispatching volunteers and staff to various
events.

Two players from the Nanto Bank Hockey Club were selected to join
the 16-member Japanese Women’s Hockey Team at the Tokyo 2020
Olympics. This was the first time in nine years dating back to the 2012
London Olympics and Paralympics that players have been selected
from Nanto Bank’s team to represent Japan at the Olympic Games.
I Nanto Bank Shooting Stars - notable results

o 2nd-place | 3rd-place
Victories 4 finishes 13 | finishes 5
o 2nd-place 3rd-place
Viotories 1 | finishes 6 | finishes 6
_ 2nd-place 3rd-place
finishes 1 | finishes 15
L 2nd-place
Victories 3 finishes 6 —
L 2nd-place
Victories 5 finishes 7 —
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Corporate Governance

Bank Officers

‘ Directors

v BB ERIT O —T

Refinement of governance

President (Representative Director)

Takashi Hashimoto

Apr. 1977 Joined Nanto Bank

June 1999 Manager, Kamimaki branch

Apr. 2001 Manager, Kyoto Corporate Sales Office, Sales Management
Department

June 2002 Assistant Manager, Kyoto Sales Management Department;
Manager, Corporate Sales Office

June 2003 Manager, Kyoto branch

June 2005 General Manager, Nanto Bank Public Affairs Division

June 2007 Executive Officer and General Manager, Personnel Planning
Division

June 2010 Executive Officer and General Manager, Sales Management
Division

June 2011 Executive Officer and General Manager, Osaka District
Headquarters

June 2013 Executive Officer, Nanto Bank

June 2014 Senior Executive Officer

June 2015 President (current position)

Director and Managing Executive Officer

Kazuya Yokotani

(Departments and Personnel and General Affairs divisions, Risk
responsibilities) Management Division

Apr. 1985 Joined Nanto Bank

June 2007 Assistant Manager, General Planning Division

Apr. 2011 Manager, Higashi-lkoma branch

Aug. 2012 Assistant General Manager, General Planning Department

June 2014 General Manager, General Planning Department

Apr. 2016 Executive Officer and General Manager, Corporate Planning
Division

Apr. 2018 Executive Officer and General Manager, Public Affairs and
Regional Vitality Creation Department

Apr. 2019 Managing Executive Officer and General Manager, Financial
Market Headquarters

June 2019 Director and Managing Executive Officer, General Manager,
Operations Division

Apr. 2020 Director and Managing Executive Officer (current position)

Director and Managing Executive Officer

Tsuyoshi Sugiura

(Departments and  Financial Investment Division, Investigation
responsibilities) ~ Department, Nara Chuwa Block Headquarters,
Nara Nanwa / Wakayama Block Headquarters

Apr. 1986 Joined Nanto Bank

June 2008 Manager, Kami-Koma branch

May 2010 Senior Analyst, Credit Analysis Division, Nanto Bank

June 2011 Manager, Unebi branch

Apr. 2013 Manager, Osaka branch

June 2014 Manager, Sakurai branch

Apr. 2017 Executive Officer and Manager, Sakurai branch

Apr. 2018 Executive Officer and Manager, Tokyo branch

Apr. 2019 Executive Officer and General Manager, Nara Chuwa Block
Headquarters

Apr. 2021 Managing Executive Officer

June 2021 Director and Managing Executive Officer (current position)

Vice President (Representative Director)

Satoshi Ishida

(Departments and Overall executive control, Corporate Planning
responsibilities)  Division, Osaka Block Headquarters, responsibility
for special DX / SDGs missions

Apr. 1997 Joined Dai-Ichi Kangyo Bank, Ltd. (current Mizuho Bank, Ltd.)

July 2001 Chief of Management Guidance, Construction Industry
Division, General Policy Bureau, Ministry of Land,
Infrastructure, Transport and Tourism

Nov. 2003 Manager, Industrial Revitalization Corporation of Japan

July 2010 Director, Industrial Growth Platform Inc.

Aug. 2013 Supervisory Coordinator, General Affairs Division;
Supervisory Bureau, Financial Services Agency

July 2015 Policy Manager, Policy Division, General Affairs Planning
Bureau, Financial Services Agency

July 2016 Manager, Monitoring Planning Office, General Affairs
Division, Inspection Bureau, Financial Services Agency

July 2017 Director, Regional Financial Planning Office, Supervisory
Bureau, Financial Services Agency

Nov. 2018 Director, Industrial Growth Platform Inc.

Feb. 2019 Advisor, Nanto Bank

Apr. 2019 Senior Managing Executive Officer and General Manager,
Corporate Strategy Headquarters

June 2019 Vice President and Executive Officer, General Manager,
Corporate Strategy Headquarters

Apr. 2020 Vice President and Executive Officer (current position)

Director and Managing Executive Officer

Kazunobu Nishikawa

(Departments and IT Strategy Department, Administrative Support
responsibilities) ~ Department, Nara Hokuwa Block Headquarters,
Kyoto Block Headquarters

Apr. 1986 Joined Nanto Bank

June 2008 Manager, Amagasaki Corporate Sales Office, Sales
Management Department

Sep. 2009 Manager, Amagasaki branch

Oct. 2010 Group Manager, Sales Management Department, Nanto Bank

Oct. 2012 Assistant General Manager, Sales Management Department

Apr. 2013 Manager, Takada Honmachi branch

Apr. 2015 General Manager, General Affairs Division

Apr. 2017 Executive Officer and General Manager, Business
Promotion Headquarters

Apr. 2019 Executive Officer and General Manager, Corporate Planning
Division

Apr. 2020 Executive Officer and General Manager, Nara Hokuwa
Block Headquarters

Apr. 2021 Managing Executive Officer

June 2021 Director and Managing Executive Officer (current position)

Director and Managing Executive Officer

Ryuichiro Funaki

(Departments and General Manager, Sales Promotion Headquarters,
responsibilities)  Regional Business Creation Division, Tokyo Sales
Department

Apr. 1991 Joined Fuji Bank, Ltd. (current Mizuho Bank, Ltd.)

Apr. 2002 Investigator, Corporate Planning Department, Mizuho Bank, Ltd.

May 2004 ShinGinko Tokyo, Ltd. (current The Yachiyo Bank, Ltd.)
Senior Manager, Planning Group

Jan. 2009 Advisor, Industrial Growth Platform, Inc.

June 2009 Executive Officer, Howa Bank, Ltd.

July 2012 Principal, Industrial Growth Platform, Inc.

July 2012 Participant, Nuclear Damage Compensation and
Decommissioning Facilitation Corporation

Nov. 2016 Specialist Investigator, Financial Services Agency

Apr. 2019 Advisor, Nanto Bank

July 2019 President, Nanto Consulting Co., Ltd.

Apr. 2021 Managing Executive Officer and General Manager, Sales
Promotion Division, Nanto Bank

June 2021 Director and Managing Executive Officer, General Manager,
Sales Promotion Division (current position)

Member (full-time), Audit and Supervisory Board
Naoki Minowa

Apr. 1979 Joined Nanto Bank

Feb. 2001 Assistant Section Chief, Credit Analysis Division

June 2004 Assistant Manager, Credit Analysis Division

June 2005 Assistant General Manager, Credit Analysis Division

June 2008 General Manager, General Planning Division

June 2009 Director and General Manager, General Planning Division

June 2010 Director and General Manager, Business Promotion
Headquarters

Apr. 2012 Director and General Manager, Credit Analysis Division

June 2013 Member (full-time), Audit and Supervisory Board

June 2015 Managing Director

Apr. 2017 Director and Senior Managing Executive Officer
(Representative Director)

Apr. 2019 Director

June 2019 Member, Audit and Supervisory Board (current position)
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Member (full-time), Audit and Supervisory Board
Takao Handa

Apr. 1981 Joined Nanbu Bank

June 2002 Manager, Keihanna Plaza branch

June 2004 Manager, Nabari branch

June 2006 Manager, Osaka North branch

Nov. 2008 Manager, Osaka Kita branch and Manager, Sales Office,
Osaka West Corporate Sales Department

Jan. 2009 Assistant Manager, Osaka Central Sales Department

Oct. 2009 Manager, Takada Branch

Oct. 2011 General Manager, Management Administration
Headquarters

June 2013 Director and General Manager, Value Development Division

June 2014 Director and General Manager, Human Resources Division

Apr. 2016 Director and Executive Officer, General Manager, Human
Resources Division

June 2016 Member, Audit and Supervisory Board (current position)




Governance

Director
Matazaemon Kitamura

(Main concurrent positions)
President, Kitamura Forestry Co., Ltd.

Apr. 1978 Joined Fuji Bank, Ltd. (current Mizuho Bank, Ltd.)

Feb. 1988 Director, Kitamura Forestry Co., Ltd.

Sep. 2005 President and CEO, Kitamura Forestry Co., Ltd. (current
position)

June 2016 Director (outside), Nanto Bank (current position)

Director

Shuhei Aoki

(Main concurrent positions)
Executive Strategist, Hitachi, Ltd.

Apr. 1981 Joined Bank of Japan

Nov. 2003 Manager, Yokohama branch

July 2005 Assistant Director, System Information Bureau

May 2008 Supervisor, U.S. Business Relations; Manager, New York
Office

June 2011 Director, Financial Markets Bureau

May 2013 Director, Bank Settlement Organization

July 2014 Director, Hitachi, Ltd.

Apr. 2020 Executive Strategist, Hitachi, Ltd. (current position)

June 2020 Director (outside), Nanto Bank (current position)

Director

Hidetaka Matsuzaka

(Main concurrent positions)

Chairman, Board of Directors, Aussie Capital Co., Ltd.
Advisor, Osaka Gas Co., Ltd.

Director (outside), Hiroshima Gas Co., Ltd.

Apr. 1980 Joined Osaka Gas Co., Ltd.

June 2009 Executive Officer and General Manager, Planning Depart-
ment, Osaka Gas Co., Ltd.

Apr. 2011 Managing Executive Officer and General Manager,
Resources and Overseas Business Department

June 2011 Director and Managing Executive Officer, General Manager,
Resources and Overseas Business Division

Apr. 2014 Director and Managing Executive Officer, General Manager,
Corporate Planning Division

Apr. 2015 Vice President and Representative Director

Apr. 2019 Chairman, Board of Directors, Aussie Capital Co., Ltd.
(current position)

June 2019 Advisor, Osaka Gas Co., Ltd. (current position)

June 2020 Director (outside), Nanto Bank (current position)

June 2020 Director (outside), Hiroshima Gas Co., Ltd. (current position)

(Note) Directors Matazaemon Kitamura, Hidetaka Matsuzaka and
Shuhei Aoki are outside directors as stipulated in Article 2.15 of
the Companies Act, and Audit and Supervisory Board members
Takatoshi Kurahashi and Motoi Mitsuishi are outside auditors as
stipulated in Article 2.16 of the Companies Act.

All outside directors and outside corporate auditors meet the
“Independence Judgment Criteria” established by Nanto Bank,
and all are registered with the Tokyo Stock Exchange, Inc. as
independent officers of the Bank.

Member (outside), Audit and Supervisory Board
Takatoshi Kurahashi

(Main concurrent positions)
Group Executive Officer, Kintetsu Group Holdings, Inc.
President, Kintetsu Real Estate Co., Ltd.

Apr. 1980 Joined Kintetsu Railway Co., Ltd.

June 2012 Executive Officer, Kintetsu Railway Co., Ltd.

Apr. 2015 Executive Officer, Kintetsu Group Holdings, Inc.

June 2015 Director and Managing Executive Officer

June 2016 Director and Senior Managing Executive Officer

June 2017 Director, Senior Managing Executive Officer, Kintetsu
Railway Co., Ltd.

June 2019 Director, Kintetsu Group Holdings, Inc.

June 2019 President, Kintetsu Real Estate Co., Ltd. (current position)

June 2019 Member (outside), Nanto Bank Audit and Supervisory Board
(current position)

June 2021 Group Executive Officer, Kintetsu Group Holdings, Inc.
(current position)

Member (outside), Audit and Supervisory Board

Motoi Mitsuishi

(Main concurrent positions)
Vice President and Representative Director, Mitsubishi UFJ Research &
Consulting Co., Ltd.

Apr. 1987 Joined The Bank of Tokyo-Mitsubishi, Ltd. (current The
Bank of Tokyo-Mitsubishi UFJ, Ltd.)

May 2012 General Manager for Thailand and Manager, Bangkok
branch, Bank of Tokyo-Mitsubishi UFJ, Ltd.

June 2013 Executive Officer, General Manager for Thailand and
Manager, Bangkok branch

Jan. 2015 Executive Officer, dispatched to Bank of Ayudhya (Vice
President)

July 2015 Corporate Officer and Assistant General Manager, Asia &
Oceania Headquarters (responsible for special missions);
Manager, Asia & Oceania Sales Department; Manager,
Singapore Branch

May 2017 Managing Executive Officer and General Manager,
Transaction Banking Division

July 2018 Managing Executive Officer and General Manager, Payment
Business Division; Assistant General Manager, Global
Commercial Banking Division

July 2018 Managing Executive Officer, General Manager, Settlement
Business Unit, Mitsubishi UFJ Financial Group, Inc.

June 2019 Vice President and Representative Director, Mitsubishi UFJ
Research & Consulting Co., Ltd. (current position)

June 2020 Member (outside), Nanto Bank Audit and Supervisory Board
(current position)
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Governance Reinforcement Strategies — =#e=mn-

We believe that the basis for governance is a constant pursuit of the best ways of
maximizing the value we provide stakeholders in our efforts to achieve the goals
of the Nanto Mission and to play an indispensable role in regional development.

Refinement of governance

Corporate governance system

The core of Nanto Bank’s corporate governance system is the Board of Directors, which comprises nine directors (including
three outside directors). The Board is organized to achieve fast, efficient decision-making while strictly observing the rules
governing the Board of Directors.

The Board meets once a month, in principle, and on an extraordinary basis as necessary, to make decisions
concerning significant management matters and business operations, and to report on business performance and the
activities of various committees.

General Meeting of Shareholders (As of end March 2021)

Board of Directors

Nomination and Audit and Supervisory Board
Compensation Committee Members 9 Audit and Supervisory
5 members including 3 outside directors Internal directors 6 Board members 4
Outside directors 3

(Including 2 outside corporate auditors)

11 2209008 '

Chairman

Chairman

l Opinion-exchange session
Outside Internal

‘ Management Meeting ‘ Internal Audit Division

Divisions/Departments

Fiscal 2020 initiatives

Nanto Bank has implemented the following measures to strengthen the functions of the Board of Directors and establish
a governance system that enables prompt, timely execution of important decisions in today’s highly uncertain business
environment.

1. Transition of the Board meeting from a forum for deliberation to a forum for debate

HelElepReielolEhlolsil A system of explaining the details of the Board’s agenda, including background information, to each
Tiielgntielhelei=6c8  participant at least a day before Board meetings has reduced the time required to introduce the agenda at
directors the meetings themselves, leaving more time for constructive discussion.

The Board of Directors has added an opinion-exchange segment to its meetings as a forum for discussing
medium-to-long-term themes after the main business of resolutions and reports is completed. In fiscal
2020, we held three opinion-exchange sessions each on the issues of raising Nara prefecture’s GDP and
the future direction of DX. The sessions were particularly notable for the opinions from various perspectives
expressed by outside directors and the ensuing lively discussions.

CIEIGNO RN EITERNGE  Chairman President  Times convened 12 Average meeting time Approx. 2 hours

Main subjects of discussion in fiscal 2020 )

eAction Plan for fiscal 2020 in accordance with the Management Plan and monitoring of its progress <€B£)a_rd_o£ D_wgciois? épfrf))i % h_oErs_ _____ N
eBranch network reorganization

eEstablishment of an SDGs policy and determination of priority action issues
eFvaluation of Board of Directors’ effectiveness and follow-up initiatives

Addition of an
opinion-exchange
segment to Board
meetings

Decision-making Opinion-exchange
Reporting on issues | session

(ORI ENGEELEROIN  Chairman President  Times convened 6 Average meeting time Approx. 1 hour

Main subjects of discussion in fiscal 2020
eEfforts to increase Nara prefecture’s GDP  eFuture directions of DX
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2. Establishment of the Nomination and Compensation Committee

The new Nomination and Compensation Committee was established under the auspices of the Board of
Directors for the purpose of enhancing independence, objectivity, and transparency in the appointment of
directors and the determination of remuneration. The Committee members include the President, Vice President,
and three outside directors - one of whom serves as Chairman. A lawyer from outside the Bank with expert
knowledge of committee operations participates as an observer and provides timely advice as appropriate.

Nomination and
Compensation

Committee
establishment

(e RE GRETEREETNET Y Chairman Matazaemon Kitamura (Outside Director)  Times convened 7 Average meeting time Approx. 1 hour

Main subjects of discussion in fiscal 2020

eProposals to the General Meeting of Shareholders concerning the selection of candidates for appointment to the Board of Directors
eReview of the system of determining directors’ remuneration, including possible introduction of performance-linked remuneration
ePolicy on determining remuneration for individual directors

Fiscal 2021 initiatives

1. Announcement of reduction targets for strategically held shares

In its efforts to achieve efficient management in consideration of the cost of capital, the Bank set a goal of
reducing strategically held shares to about 20% of its consolidated net assets on a market value basis by
the end of March 2025. The decision was announced in the Bank’s “Report on Corporate Governance”
published on July 2, 2021.

Reduction to about

20% of net assets by
end March 2025

2. Major issues for future consideration in accordance with the revised Corporate Governance Code

The Nanto Bank Group recognizes that responding to sustainability issues in accordance with such
recommendations as the SDGs and TCFD is an important issue for management that is closely linked to
risk reduction and creation of profit opportunities. It is consequently pursuing efforts to achieve medium-
to-long-term sustainability of the region, its customers, and the Group itself.

Sustainability initiatives

Besides reconsidering its attitudes toward diversification activities such as promoting women and mid-
DIV iteEnlela FaliE VS career hires to managerial / core positions, Nanto Bank is reviewing its business goals, human resources
development policy, and internal environment maintenance policy.

Achieving sustainable growth in today’s rapidly changing business environment will require the Bank to
Basic policy regarding allocate management resources to reinforcing its core businesses as well as to new businesses and
the business portfolio growth businesses with higher returns on capital. The Board of Directors is considering creation of a
mechanism to review its business portfolio regularly to assure smooth transitions of resources.

. B\
Nanto Bank Group governance from the Audit and Supervisory

Committee members’ perspective

The focus of Japan’s corporate governance reforms in recent years has switched from the historical concern with preventing scandals to
achieving sustainable corporate growth.

In this connection, for promoting sustainable growth and raising corporate value over the medium-to-long term, while improving such
factors as profitability and capital efficiency, the Board of Directors is required to: (1) indicate the key directions of the corporate strategy; (2)
create an environment that allows for an appropriate level of risk-taking by executives; and (3) provide highly effective supervision of executives
from an objective, independent perspective.

As concerns auditors and Audit and Supervisory Board members, meanwhile, it is becoming increasingly necessary to switch
from conducting conventional defensive function-centered auditing to actively and proactively exercising their authority and expressing
appropriate opinions.

Efforts to strengthen the Nanto Bank Group’s governance by reforming the Board of Directors will focus on sharing problem awareness
and solutions, centered on the outside directors, with a positive attitude toward transparent, fair, swift, and bold decision-making, and with
active opinion exchange contributing to resolving issues and determining strategic directions.

Of particular note among major changes in line with the times, the Board of Directors has transitioned from a deliberative body focused on
agenda matters to a forum for exchanging opinions and discussing management issues, with the outside directors fully engaged in the opinion
exchanges. There can be no doubt that the reforms are making steady progress. Regular performance reviews of the Board of Directors have
given its members a high evaluation, concluding that effective performance of the Board is assured. Rather than a simple divided structure
of opposing internal and outside directors, moreover, the Board’s six internal directors include two who come from outside the organization,
another factor providing reason to believe that its effectiveness is not limited by a stereotypic management perspective as a banking group.

Major issues to be addressed in the future include efforts toward sustainability and diversity. We hope these issues will be resolved through
further reformation of the Board of Directors and other actions demonstrating its functional strengths.

Auditor (Full-time) Naoki Minowa  Auditor (Full-time) Takao Handa
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Governance Enhancement
Risk Management

Comprehensive Risk Management Ammt-
and Compliance Systems

The business environment in which financial institutions operate has changed dramatically

in recent years, and the risks they face have become increasingly diverse and complex as

a result. Under these severe circumstances, the Nanto Bank Group is working to ensure customers’ ability to conduct
business with confidence by positioning risk management as one of its most important management issues, and
working to optimize its risk management systems to maintain the soundness and appropriateness of its businesses.

Refinement of governance

Risk management systems — —

‘/"/ Credit risk "\ [~ Operational risk ™

Integrated risk management . management _/ . management ~
To reinforce its ability to manage the risks it faces in its banking business, Nanto Bank has assigned Integrated risk management system
responsibility for each risk to an appropriate department and established the Risk Management — I
) ) . ) e /" Marketrisk  / Liquidity risk
Division to handle them in an integrated manner by determining the various risks’ individual (_ management 2K management )
positioning and magnitude and responding to each promptly and accurately. - -
In our commitment to risk management, we have specified basic risk management policies ®Administrative risk management
. . . . . « . . ” (Thorough, accurate office work)
through various directives, including our “Integrated Risk Management Regulations. eSystem risk management
To realize integrated risk management in which risks are quantified on a unified scale and the (Response to system failures/prevention of unauthorized use)
. . . , . Lo . . ®Legal risk management
amount of each is controlled to an appropriate level in relation to equity capital in consideration of (Observance of legal compliance)

management strength, moreover, we determine the risk capital allotment (capital allocation amount) ~ ®Human risk management
(Response to personnel and labor problems)

for each type of risk semi-annually within the range of equity capital, and control each risk amount eTangible asset risk management

“ i . L . . (Response to impairment of tangible assets)
(VaR, or “value at risk”) to ensure it falls within the scope of capital. The ALM Committee evaluates eRumor risk management
the status of each risk at its monthly meetings as part of efforts to achieve more efficient, effective <stponse to false aSS)erﬁonS circulating in the market
. i . s X and among customers;
risk / return management, and systems are in place to exercise appropriate controls for ensuring

management stability and improving profitability from the perspective of effective use of capital.

[Credit risk]
Credit risk refers to the possibility of loss if an asset should decrease in value or cease to exist due to deterioration of a creditor’s financial condition.

Nanto Bank has established a Risk Management Division and Credit Analysis Division separately from the Business Promotion Headquarters to
serve as credit risk management bodies with responsibility for securing and maintaining asset soundness.

The Risk Management Division plans and supervises the Bank’s credit risk management systems, analyzes its credit portfolio according to industry
segment and rating group, and evaluates current conditions by managing the credit concentration status of the Bank’s large credit partners. It assures
maintenance of a sound credit portfolio by applying statistical methods to measure credit risk and ascertain the amounts of possible future losses.

The Credit Analysis Division has created systems for flexible credit risk management that responds to the various challenges facing the Bank's
business partners. These include establishing a Business Revitalization Support Office to support activities aimed at improving partners’ performance
as well as assigning examiners to conduct general and industry-specific examinations.

Among measures to improve our examination management, we employ credit-rating systems that are consistent with strict self-assessment and
the self-assessment debtor classification to grasp customers’ creditworthiness objectively and manage it effectively. We have introduced a credit rating-
based interest rate pricing policy, moreover, and we continue to implement operational measures to strengthen management and improve profitability.

Other efforts to reduce credit risk include executing strict controls, such as regular timely reviews of our transaction policies, and enforcing credit
limits for borrowers of more than set amounts.

[Market risk]
Market risk refers to the risk of losses due to changes in the value or revenues from Nanto Bank's assets or to debts incurred through fluctuations in
interest rates, exchange rates, or stock prices.

Nanto Bank clearly separates the financial investment (front office) and office work (back office) functions to create a mutual checking system.

As the department responsible for risk management (middle office), meanwhile, the Risk Management Division develops management systems,
checks the compliance status of its risk management regulations in the market, and oversees the positions and profit-and-loss situations of the trading
departments. The Division also analyzes the risk associated with such assets and debts as deposits, loans, and securities from various perspectives
through application of such methods as the VaR and BPV (basis point value) methods and interest rate fluctuation simulation, and reports the results to
management in a timely manner.

The Nanto Bank ALM Committee determines the market risk limit by VaR every six months in consideration of equity capital and the market
environment, and strives to earn profits through its market operations while observing the risk limits. The ALM Committee considers the actual results
in terms of risks and profits for each market operation at its monthly meetings, and considers appropriate risk control and efficient approaches to
profit-making in consideration of the market outlook. To understand the impact of market fluctuations beyond the range of VaR forecasts, moreover, it
conducts stress tests based on scenarios replicating the market environment and portfolio characteristics in preparation for unforeseen circumstances.
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Governance Risks and
opportunities

[Liquidity risk]
Liquidity risk is the “cash-flow risk” Nanto Bank faces of suffering losses that make it difficult to secure requisite funds or force it to raise money at
significantly higher-than-usual interest rates due to mismatches between the investment and procurement periods or unexpected outflows of funds.

With the monthly financial plan formulated by the ALM Committee as a basis, the Nanto Bank’s Cash-flow Management Department
(Market Operations Department) manages daily cash flows, and the Risk Management Division’s Liquidity Risk Management Section monitors their
management status. The ALM Committee provides comprehensive cash-flow risk management, moreover, in consideration of such factors as the
funds available for cashing procedures and the cash procurement status.

An appropriate management system is devised for each stage of the cash-flow situation — “normal”, “concerning”, or “crisis” — to facilitate agile
responsiveness.
[Operational risk]
This is the risk of Nanto Bank suffering losses due to engagement in improper banking processes, systems, or activities by its officers or employees
(including part-time or dispatched employees) or to extraneous events. Each of the Bank’s departments with responsibility for operational risk manages
risks such as administrative risk, system risk, legal risk, human risk, tangible asset risk, and reputation risk with professional acumen.

What is more, establishment of the Operational Risk Management Committee has created a forum for studying CSA STAR risk control analyses,
a method of managing potential risk, and the results of collection / analysis of information on losses such as those resulting from administrative
accidents. The Committee also manages each risk centrally and discusses countermeasures systematically. Its findings enable the Bank to prioritize its
responses to the most critical risks, minimize them, and establish a PDCA cycle.

Crisis management system
In addition to the risk management structures discussed above, Nanto Bank has systems in place to minimize the impact of crises on business by
providing guidance and giving orders in a unified manner.

It has formulated a Crisis Management Plan and compiled a “Crisis Management Plan Response Manual,” for example, to guide Nanto Bank
personnel in dealing appropriately with crises that exert a significant impact on business continuity, as exemplified by natural disasters such as powerful
earthquakes, infrastructure failures, or epidemics of infectious diseases such as the new coronavirus. Upon the occurrence and manifestation of crises
of any kind, the Emergency Response Meeting and Countermeasures Headquarters collect information, provide centralized guidance, and issue orders
to minimize the impact on business operations. As a cornerstone of the social infrastructure, moreover, the Bank continuously implements measures
in preparation for providing services to its customers, such as improving facilities so that it can continue to conduct business, even in the event of a
disaster. We also strive to ensure the effectiveness of our crisis management systems, moreover, and to improve them continuously through annual
management training courses.

Commitment to strict compliance

Compliance systems reinforcement
Compliance is a matter of unswerving observance, not only of laws, government ordinances, and internal rules, but also of ethical and social norms. It
is imperative that banks fulfill their social responsibilities and public missions in good faith. At Nanto Bank, we are implementing the following measures
to ensure complete compliance.
Fully aware of its public mission and social responsibility as a financial institution, Nanto Bank seeks to gain the trust of its stakeholders, including its
regional community and shareholders, by positioning compliance with laws and regulations as the most important issue for management. To this end, it has
formulated “Basic Guidelines” and a “Code of Conduct” as corporate policies with which all the Bank’s officers and employees are expected to comply.
In order to define a basic framework for our compliance systems, we have clarified our stance toward compliance with laws and regulations, not only by
establishing compliance regulations but also by formulating disciplinary regulations that show the fairness and transparency of our disciplinary actions.
We have established a Compliance Committee chaired by the President to serve as a cross-sectional organization within the Bank that discusses and
decides important matters related to compliance, as well as a supervisory department responsible for planning and supervising compliance.
Each fiscal year, we prepare a compliance program as a concrete, practical plan for achieving compliance, after which we investigate the program’s
implementation status and make appropriate revisions.
The Bank is pursuing efforts to optimize operation of its compliance hotline, a whistle-blower system established for purposes of prevention and early
detection and correction of violations of laws and regulations.
We have compiled a “Compliance Handbook” to serve as a detailed guide to maintaining compliance, and we are following up with efforts to foster
a compliance mindset by distributing the handbook to all our management and general personnel, and by holding regular group training and study
sessions at every workplace.
In accordance with our resolute attitude toward antisocial forces that threaten the order and safety of civil society, moreover, we have formulated a set
of “Regulations for Dealing with Antisocial Forces, Etc.” and have terminated relationships with all such elements.

Money laundering and terrorist financing countermeasures

Demands from the international community for measures against money laundering and terrorist financing (hereinafter, “money laundering, etc.”) have
increased quickly in recent years. Nanto Bank has responded by positioning measures to combat money laundering, etc., as one of its most important
management issues, and formulating a basic “money laundering and terrorist financing countermeasures policy.” We continue our efforts to improve the
effectiveness and sophistication of our measures against money laundering, etc. In response to the increasing complexity and sophistication of financial
crimes, meanwhile, we are reinforcing our preventive measures designed to protect Nanto Bank customers from falling victim to financial crimes, while
continuing to maintain safe, convenient financial services.
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Nanto Bank Group Information
Corporate Data (as of March 31, 2021)

[l Company profile

Name:

Founded:

Head Office:
Capital:

Total assets:
Deposit balance:
Loan balance:

Loans to small and
medium-sized
enterprises worth:

Domestic offices:

The Nanto Bank, Ltd.

June 1, 1934

16, Hashimoto-cho, Nara City, Nara, Japan
37,924.15 million yen

6,542.5 billion yen

5,452.6 billion yen

3,808.1 billion yen

1,413,546 million yen

106 (67 in Nara Prefecture, including Internet branches, and 39 in other locations)

Overseas representative offices: 2*' (1 each in Hong Kong and Shanghai)
*1 Closed effective April 30, 2021

Employees: 2,398

Capital adequacy ratio: 9.47% (consolidated);

9.15% (non-consolidated)

URL:

[l Nanto Bank Group*?> member companies

https://www.nantobank.co.jp

(As of July 31, 2021)

Company name and location

Main content of work

Nanto Management Service Co., Ltd.

Services offered by Nanto Management Service include management of subsidiaries, management and leasing of
commercial real estate, outsourcing, and employee placement services.

Nanto Business Service Co., Ltd

Besides conducting centralized monitoring of Nanto Bank’s ATMs to support improvement of customer services,
Nanto Business Service provides restructuring/optimization of such routine operations as cash counting/sorting and
DM mailing to optimize the efficiency of Nanto Bank operations.

Nanto Credit Guarantee Co., Ltd.

Nanto Credit Guarantee backs up customers’ borrowing activities by providing guarantee services related to various
personal loans, including Nanto Bank mortgages.

Nanto Lease Co., Ltd.

Nanto Lease contributes to development of regional business and industry by supporting the introduction of movables
ranging from OA equipment to large industrial equipment and automobiles to meet the diverse needs of its customers.

Nanto Computer Service Co., Ltd.

Established to support customers’ efforts to optimize their office procedures and IT environments, Nanto Computer
Service provides computer system development and sales, consultations on computer introduction and use, and
outsourcing of various calculation tasks.

Nanto DC Card Co., Ltd.

As a member of the DC Group, Nanto DC Card meets customers’ diverse needs in the credit card business. It also
guarantees consumer loans (credit card loans) extended by Nanto Bank.

Nanto Card Service Co., Ltd.

A member of the VJA group, Nanto Card Service engages in the credit card business, centered on the Nanto Cotoca,
and provides guarantees for consumer loans extended by Nanto Bank.

Nanto Consulting Co., Ltd.

As specialists in various areas of management, Nanto Consulting proposes solutions through consulting and
business-matching operations.

Nanto Challenged Co., Ltd.

Nanto Challenged helps to upgrade Nanto Bank’s administrative work efficiency as a special subsidiary with the
necessary certification to engage in employment of people with disabilities, and by centralizing and professionalizing
routine office work such as supply management and dispatching.

Nanto Mahoroba Securities Co., Ltd.

Nanto Mahoroba Securities leverages know-how cultivated over a long history in the securities business, supported by
its access to the Group’s regional management base, to contribute to customers’ asset formation through provision of
high-quality securities services.

Nanto Capital Partners Co., Ltd.

Nanto Capital Partners contributes to revitalization and development of the regional economy by investing in venture
companies and business successor companies, and by pursuing solutions to problems facing its investee companies
and raising their corporate value.

Nara Mirai Design Co., Ltd.

Nara Mirai Design contributes to regional revitalization by engaging in community development projects such as
finding uses for vacant houses and stores, centered on restoration of old folk houses, and constructing and operating
an EC site that sells specialty products from Nara prefecture.
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M Stock situation

33,025 thousand
Number of shareholders: 15,489

Total shares issued:
0.03%

Individuals/others**

30.06%

9,925 thousand shares

Government and local public bodies

10 thousand shares

Organizational overview  Performance

and external environment

M Stock distribution by owner category

Financial institutions*®
35.06%
11,579 thousand shares

Financial product
brokerages

2.77%

916 thousand shares

ol

Foreigners

13.33%

4,402 thousand shares

Other domestic corporations
18.74%
6,188 thousand shares

*3 Total of banks, trust banks, life insurance companies, non-life insurance companies, others.
*4 Includes 407 thousand treasury shares

M Major shareholders (top 10)

M Total shareholder return (TSR)

74.9 82.6 76.8

Nanto Bank

TOPIX

’ R 126.1 114.2 162.3
The Master Trust Bank of Japan, Lid. 5097 6.43 (including dividend)
(trust account) ’ )
Custody Bank of Japan, Ltd. (trust account) 1,555 4.76 M Dividends per share / Dividend payout ratio
Nippon Life Insurance Company 1,053 3.22 _
Meiji Yasuda Life Insurance Company 1,043 3.19 82’:3%% per share 80.00*" 80.00 80.00
fanto Bank Employee Stock Ownership 899 275 Payout ratio (%) 23.40 78.47 24.54
Sumitomo Life Insurance Company 662 2.02 (Note) *6 10.00 yen of the 80.00 yen per share dividend for the year ending

March 31, 2019 was a 140th anniversary commemorative dividend.

Mitsubishi UFJ Bank, Ltd. 508 1.55
DMG Mori Seiki Co., Ltd. 476 1.46
Daiwa Gas Co., Ltd. 452 1.38
Custody Bank of Japan, Ltd. (5 trust accounts) 440 1.34

(Note) *5 The number of shares owned is rounded down to the nearest thousand.
*6 The ratio of the number of shares owned is calculated by deducting treasury stocks (407
thousand shares) and is rounded down to two decimal places.

[l Stock price transitions

(JPY)
4,000

2,000

0
2018/3 2019/3

2020/3 2021/3
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Financial Data
Consolidated Financial Statements

¢ Consolidated Balance Sheets
The Nanto Bank, Ltd. and Consolidated Subsidiaries as of March 31, 2021 and 2020

Thousands of
U.S. dollars

Millions of yen (Note 1)
1 A N N N
Assets:
Cash and due from banks (Notes 21 and 23) .......ccvveeriieeeiiieeeiiieeeiee e ¥ 1,191,207 ¥ 693,798 $ 10,759,705
Debt purchased (NOE 23)......cccuiiiiiiiieiiiie e 1,827 2,412 16,502
Money held in trust (NOtes 23 and 24)........cccooiiiiiiiiieiiiiiiii e 40,500 39,470 365,820
Securities (Notes 8, 10, 13, 23 and 24) ......vveiiiiiiiiieeieee e 1,428,362 1,340,346 12,901,833
Loans and bills discounted (Notes 9, 10, 11 and 23)........ccccevviiieiiiiieiiinenenns 3,786,878 3,457,276 34,205,383
Foreign exchanges (NOtE 9) ....cvvvveiiiieeiiiie e 1,238 1,114 11,182
Lease receivables and lease investment assets.... 25,180 25,072 227,441
Other assets (NOtE 10) ..uuuuiiiiiiiiiiiiie e 55,126 67,424 497,931
Tangible fixed assets (NOte 12)......ociviiiiiiiiiiiiiiiie 38,106 39,183 344,196
BUIIJINGS 1 10,978 11,485 99,159
BN s 24,162 24,596 218,245
CONSEIUCTION IN PIOGIESS ...ttt ettt - 1 -
Other tangible fIXed ASSELS ....viviiviiiiiiee e 2,965 3,099 26,781
Intangible fixed assets 5,297 6,413 47,845
SOFIWEIE ..t 4,846 5,961 43,772
Other intangible fixed assets (NOte 10) .......ooviiiiiiiiiiiiiiic e 450 451 4,064
Deferred tax assets (NOTE 28).......uiiiiiiiiiiiieeiiieeeiet e 1,103 12,611 9,962
Customers’ liabilities for acceptances and guarantees ...........cccoevvviiiiicninns 7,172 6,615 64,781
Reserve for possible loan 10sses (NOte 23) .....vvvveviiiieeiiiiieciiiiecee e (21,768) (20,810) (196,621)
TOTAl @SSEES ..ttt ettt ¥ 6,560,231 ¥ 5,670,929 $ 59,255,993
Liabilities and net assets:
Liabilities:
Deposits (NOtES 10 aNd 23).....viiiiiiiiieiii e ¥ 5,439,967 ¥ 5,029,759 $ 49,137,087
Negotiable certificates of deposit (NOte 23) .......coviiiiiiiiiiiiiiieieeeee 4,040 7,370 36,491
Call money and bills sold (NOTE 23) ......ooviiiiiiiiiiiiic e - 5,441 -
Payables under repurchase agreements (Notes 10 and 23).......cccccevvveeiineenns 37,077 42,475 334,901
Payables under securities lending transactions (Notes 10 and 23).. 106,465 135,144 961,656
Borrowed money (Notes 10, 23 and 33) ....ccueeeiiiiiiiiiieiiiieeie e 626,700 135,538 5,660,735
FOreign EXChaNGES......coviiiiiiii it 578 155 5,220
Borrowed money from trust aCCOUNT..........coiiiiiiiiiiiiiiiee e 6,265 6,763 56,589
Other liabilities (NOtE 33) ...iiiiiiiieiiieiii e 24,893 33,432 224,848
Liability for retirement benefits (NOte 26).......ccovvvviiiieeiiiiiiiiiice e 11,872 11,842 107,235
Reserve for reimbursement of dePOSIES .....ocovviiiiiiiiiiii e 158 216 1,427
Reserve for CoNtiNgENT I0SSES ....vvvviiiiiiiiiiicec e 1,134 1,101 10,242
Reserve under SPECIal [aWS ... ....uviiiiiiiiiiiieee e 3 3 27
Deferred tax liabilities (NOtE 28) ......ccvvveiiiiieiiiei e 454 15 4,100
Acceptances and QUANANTEES. ......ccovuiiiiiiie ittt 7,172 6,615 64,781
Total NADIHES ....vveevieieie e ¥ 6,266,784 ¥ 5415875 $ 56,605,401
Net assets (Note 6):
Common stock: Authorized 64,000 thousand shares in 2021 and 2020
Issued 33,025 thousand shares in 2021 and 2020............... ¥ 37,924 ¥ 87,924 $ 342,552
CaPITAl SUIMPIUS 1ttt e et e e s 34,749 34,749 313,874
RetaiNed BarNiNgS .....vvvveiiee e 189,861 181,640 1,714,939
Less treasury stock: Issued 407 thousand shares in 2021
and 418 thousand shares iN 2020.............cceveerveviennn. (1,693) (1,745) (15,292)
Total stockholders’ equity .............ccoooiiiiiiiiiii 260,842 252,569 2,356,083
Valuation difference on available-for-sale securities (Note 24) ............cccceeennee. 31,221 3,357 282,007
Deferred gains or losses on hedges (Note 25) ........cccooviviiiiiiiiiiiicicc 2,008 (162) 18,137
Accumulated adjustments for retirement benefits (Note 26)..........ccccccevveennen. (688) (798) (6,214)
Total accumulated other comprehensive income ..............cc.ccoooeiiiiinn, 32,542 2,395 293,939
Stock acquisition rights 63 88 569
TOal NEE ASSELS ..ot 293,447 255,053 2,650,591
Total liabilities and net asSSets.......ooooveeviiiiiiii ¥ 6,560,231 ¥ 5,670,929 $ 59,255,993

See Notes to Consolidated Financial Statements.
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¢ Consolidated Statements of Income
The Nanto Bank, Ltd. and Consolidated Subsidiaries for the Years Ended March 31, 2021 and 2020

Millions of yen

Thousands of

U.S. dollars
(Note 1)

Income:
Interest income:
Interest on loans and bills discounted..............ccooeeiiii ¥ 31,956 ¥ 30,159 $ 288,646
Interest and dividends ON SECUIMTIES.........coovviiiiieeiiiiiiie et 15,528 18,482 140,258
Other INtereSt INCOME.......coi i 635 514 5,735
TrUST FEES ettt 8 13 72
Fees and COMMISSIONS ...vvvvuviireiiiriiiiiriisiiar e 22,228 20,643 200,776
Other operating income (Note 14) 4,597 8,071 41,522
Other iNCOME (NOE 15)....iiiiiiiiii it 6,306 8,200 56,959
TOtAl INCOME ...ttt 81,262 81,087 734,007
Expenses:
Interest expense:
INTEreSt ON AEPOSITS. .. vviiieiiiee e 423 541 3,820
Interest on borrowings and rediSCOUNTS.........ueiiiiieeiiiee e 320 768 2,890
Interest on payables under securities lending transactions............cccccoeveeen. 48 422 433
Other INtErESt EXPENSE ...iiiiiiiiiit e 463 1,380 4,182
Fees and COMMISSIONS ........viiiiiiiiii et 11,935 10,736 107,804
Other operating eXxpenses (NOE 16)........ccuiuiiiiiiieiiiieeeiie e 3,869 4,112 34,947
General and administrative expenses (NOte 17)....cccveviiieeeiiiee e 41,622 42,980 375,955
Other expenses (NOtE 18) .....iiiiiiiiiiiii it 7,245 14,270 65,441
Total expenses 65,931 75,215 595,528
Income before INCOME taXES...........uviiiiiiiiiii e 15,330 5,872 138,469
Income taxes (Note 28):
(O TU =T o) RS 4,606 4,148 41,604
(D] (<Y< Te PP URRRRSPRN (117) (1,455) (1,056)
TOal INCOME TAXES vt 4,488 2,692 40,538
NELINCOME ... 10,841 3,179 97,922
Net income attributable to owners of parent.................cccoociiii, ¥ 10,841 ¥ 3,179 $ 97,922
U.S. dollars
Yen (Note 1)
Per share of common stock (Note 31): ¥ 332.41 ¥ 97.52 $ 3.00
NEtINCOME = DASIC...ceiiviiiiiiiiie e 332.12 97.43 2.99
Net INCOME - AIULEA ....vvvieiiececee e 80.00 80.00 0.72

DIVIAENAS ..ttt

See Notes to Consolidated Financial Statements.

¢ Consolidated Statements of Comprehensive Income
The Nanto Bank, Ltd. and Consolidated Subsidiaries for the Years Ended March 31, 2021 and 2020

Millions of yen

Thousands of

U.S. dollars
(Note 1)

NETINCOME 11t ivevete ettt ettt ettt ettt ettt ettt 10,841 ¥ 3,179 $ 97,922
Other comprehensive income (loss) (Note 20):
Valuation difference on available-for-sale SeCurities.................vvvvvvvivvvivveivveinnn, 27,863 (85,330) 251,675
Deferred gains (I0SSES) ON hEBAGES. ... .viivviiiiiiiiiiiie e 2,171 47 19,609
Adjustments for retirement benefits (NOte 26)........ccccovviviiiiiiiiiiicieeee 110 (100) 993
Total other comprehensive INCOME (I0SS) ....vvvveeiireiiiiieaiie et 30,146 (35,382) 272,296
Total comprehensive iINCOME for the YEar .......c..cccviviiiiiecii e 40,988 (82,203) 370,228
Total comprehensive income attributable to:
OWNEIS Of PAENT ...ttt 40,988 (832,203) 370,228

See Notes to Consolidated Financial Statements.
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¢ Consolidated Statements of Changes in Net Assets
The Nanto Bank, Ltd. and Consolidated Subsidiaries for the Years Ended March 31, 2021 and 2020

Millions of yen

Valuation
Number of difference
shares of on
common available-
stock for-sale
(thousands) securities

Retained
earnings

Capital
surplus

Less treasury
stock

Deferred

gains or

losses on
hedge

Accumulated

adjustments

for retirement
benefits

Stock
acquisition
rights

Total net
assets

Balance at April 1,2019 ... 33,025 ¥ 37,924 ¥ 34,749 ¥181,077 ¥ (1,776) ¥ 38,687 ¥ (210) ¥ (698) ¥ 98 ¥ 289,852
Changes in items during period
Cash dividends .........ccoveiieiieeiiieenn, (2,608) (2,608)
Net income attributable to owners 3179 3179
of Parent....cccvvviiiieiii
Purchase of treasury stock ................ (5) 5)
Disposition of treasury stock.............. 8) 36 28
Transfer from retained earnings to 8 ® _
capital SUrPIUS.......coeviiiiiiiiiieiiiiiees
Net changes in items other than (35,330) 47 (100) (10) (35,399)
stockholders” equity .........ccoovivviiiennns ’ ’
Total changes in items during period ....... — — 563 31 (85,330) 47 (100) (10) (34,798)
Balance at April 1, 2020 33,025 ¥ 37,924 ¥ 34,749 ¥181,640 ¥ (1,745 ¥ 3,357 ¥ (162) ¥ (798) ¥ 88 ¥ 255,053
Changes in items during period
Cash dividends........ccccceovvvreeenieunne. (2,609) (2,609)
Net income attributable to owners 10,841 10,841
of parent ...
Purchase of treasury stock............... (1) (1)
Disposition of treasury stock............ (11) 53 41
Transfer from retained earnings to
. 11 (11) -
capital SUrplUs .......ccooreeniiiieies
Net changes ’|n |tems other than 27,863 2171 110 (24) 30,121
stockholders’ equity .........cccoveeerrecennene
Total changes in items during period..... - - 8,221 51 27,863 2,171 110 (24) 38,393
Balance at March 31, 2021 (Note 6)...... 33,025 ¥ 37,924 ¥ 34,749 ¥189,861 ¥ (1,693) ¥ 31,221 ¥ 2,008 ¥ (688) ¥ 63 ¥293,447

Thousands of U.S. dollars (Note 1)

Valuation
difference
on available-
for-sale

Deferred
gains or

Capital Retained Less treasury losses on

Accumulated
adjustments
for retirement

acquisition

Stock

Total net

surplus earnings stock securities hedge benefits rights assets
Balance at April 1,2020 ........................ $ 342553 $ 313,874 $1,640683 $ (15762 $ 30,322 $  (1.463) § (7,208 $ 795 $ 2,303,794
Changes in items during period
Cash dividends .......c..ocrevrcerereeeennes (23,566) (23,566)
Net income attributable to owners 97,922 97,022
of parent ....
Purchase of treasury stocK............... 9) (©)]
Disposition of treasury stock............ (99) 478 370
Transfer from retained earnings to
capital surplus ........ccccoevveeiiiniieennes 99 (99)
Net changes ’in items other than 251,675 19,609 993 (216) 272,071
stockholders’ equity ..........cccoceercecnnnne
Total changes in items during period..... 74,257 460 251,675 19,609 993 (216) 346,788
Balance at March 31, 2021 (Note 6)...... $ 342552 $§ 313,874 $1,714939 $§ (15292) $§ 282,007 $ 18,137 $  (6,214) $ 569 $ 2,650,591

See Notes to Consolidated Financial Statements.
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¢ Consolidated Statements of Cash Flows
The Nanto Bank, Ltd. and Consolidated Subsidiaries for the Years Ended March 31, 2021 and 2020

Thousands of
U.S. dollars
Millions of yen (Note 1)

Cash flows from operating activities

INncome before INCOME taXES .......cvvvvieiei i ¥ 15,330 ¥ 5,872 $ 138,469
LYo (=To1 = L[] o PSSR PPRSPPN 3,574 3,788 32,282
IMPAIMMIENT IOSS ..ttt e e e e e 389 1,822 3,513
Increase (decrease) in reserve for possible [0an [0SSES .........ccvvvvveeeeiiiiiinn, 957 2,428 8,644
Increase (decrease) in liability for retirement benefits...........ccccoevviiiiinnn 188 546 1,698
Increase (decrease) in reserve for reimbursement of deposits...........cccvee... (57) (22) (514)
Increase (decrease) in reserve for contingent 10SSeS .........ccvvvivviiviiieiiinnn 33 247 298
INterest INCOME ......oovvviiie e, (48,121) (44,158) (434,658)
Interest expense 1,258 3,114 11,363
Loss (gain) on investment SECUMTIES ...........covviiiiiiiiiiicie e (997) (6,741) (9,005)
Loss (gain) on money held iN truSt .......cveeiiree e (534) 51 (4,823)
Foreign exchange 10SSES (GAINS) .....vvvivriiiieiieiiieiie e (5,353) 6,357 (48,351)
Losses (gains) on sales of fixed aSSEtS ......ccvveiiiiiiiiiiieiiee 2 143 18
Net decrease (increase) in loans and bills discounted ...........cccccoeeviieiiinnnn (329,601) (64,955) (2,977,156)

Net increase (decrease) iN dEPOSILS .......vvveiiireeiiire e 410,208 125,732 3,705,247
Net increase (decrease) in negotiable certificates of deposit ............ccccve.. (3,330) (14,252) (30,078)

Net increase (decrease) in borrowed MONEY ........ccceieiiivirieeeeiiiiiiiee e 491,162 (75,110) 4,436,473
Net decrease (increase) in due from banks (excluding due from the Bank of Japan)... (406) (932) (3,667)

Net decrease (increase) in call loans and bills bought ............cccccoviiiiiinnn 584 1,489 5,275
Net increase (decrease) in Call MONEY. .....covveeeiiie i (10,839) 5,315 (97,904)

Net increase (decrease) in payables under securities lending transactions .. (28,679) (144,435) (259,046)

Net decrease (increase) in foreign exchange assets.... (123) 7 (1,111)

Net increase (decrease) in foreign exchange liabilities ............cccceviveeiinnnnn 422 (104) 3,811
Net decrease (increase) in lease receivables and lease investment assets .. (181) (5,314) (1,634)
Net increase (decrease) in borrowed money from trust account ................. (497) 316 (4,489)
INEEIESE TECEIVEA. ... vviiiiii i 46,631 45,568 421,199
INEEIEST PRI ...ve it (1,566) (3,331) (14,145)
OB s (3,094) 5,684 (27,946)
SUBTOTAL .. 537,362 (150,200) 4,853,780
INCOME TAXES PAIA. ... ettt (5,283) (3,089) (47,719)

Net cash provided by (used in) operating activities...........cccoccveevieicnnen. 532,079 (153,289) 4,806,060

Cash flows from investing activities

Purchases of SECUMEIES .......ccviiiiiiiiiiiiii (847,735) (643,774) (7,657,257)
Proceeds from sales Of SECUNTIES .......vvvieiiiiiiiiiiiiees e 655,200 473,942 5,918,164
Proceeds from maturities of securities. 162,204 197,465 1,465,125
Increase in money held N truSt ... (1,104) (5,652) (9,971)
Decrease in money held iNtrust .....c.vvvvecceoii e 608 200 5,491
Purchase of tangible fixed aSSets ........ccccovviiiiiiiiiiici (1,194) (1,395) (10,784)
Proceeds from sales of tangible fixed asSsets .......ccccovviviiiiiiiiiiiis 261 143 2,357
Purchase of intangible fixed @SSets...........ccovviiiiiiiiii (658) (2,770) (5,943)
Payments for asset retirement obligations ............ccccvvvvicniiiciiicen, (77) (75) (695)
ONBI s 24 (7) 216

Net cash provided by (used in) investing activities ...........coovvvveiiiiiiiiieeiieeens (32,470) 18,075 (293,288)

Cash flows from financing activities

DIVIAENAS PAIA ...ttt (2,607) (2,607) (23,548)
Purchase of treasury STOCK.........cccviiiiiiiiiii 1) 5) 9)
OBNEI s 0 0 0

Net cash used in financing actiVities ...........cccooiiiiiiiiiiii (2,609) (2,612) (23,566)

Effect of exchange rate changes on cash and cash equivalents.................. 3 ) 27
Net increase (decrease) in cash and cash equivalents.......................cococ. 497,002 (137,829) 4,489,224
Cash and cash equivalents at beginning of year.................c..ccooeiiiiii. 691,364 829,194 6,244,819
Cash and cash equivalents at end of year (Note 20) ...............cccoviiiiiinene. ¥ 1,188,367 ¥ 691,364 $ 10,734,052

See Notes to Consolidated Financial Statements.
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H Notes to Consolidated Financial Statements
The Nanto Bank, Ltd. and Consolidated Subsidiaries
Years Ended March 31, 2021 and 2020

1. BASIS OF PRESENTATION

The accompanying consolidated financial statements of The Nanto Bank, Ltd. (the “Bank”) 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 and the Ordinance for Enforcement of the Banking Law and in conformity with accounting principles generally accepted in Japan, which
are different in certain respects from the application and disclosure requirements of International Financial Reporting Standards.

The accompanying consolidated financial statements have been restructured and translated into English, with some expanded descriptions, from
the consolidated financial statements of the Bank prepared in accordance with Japanese GAAP and filed with the appropriate Local Finance Bureau of
the Ministry of Finance as required by the Financial Instruments and Exchange Act. Some supplemental information included in the statutory Japanese
language consolidated financial statements, but not required for fair presentation, is not presented in the accompanying consolidated financial
statements.

As permitted by the Financial Instruments and Exchange Act of Japan, amounts less than one million yen have been omitted. As a result, the
totals shown in the financial statements do not necessarily agree with the sum of the individual amounts.

The translation of the Japanese yen amounts into U.S. dollar amounts is included solely for the convenience of readers outside Japan, using the
prevailing exchange rate at March 31, 2021, which was ¥110.71 to US$1.00. The translations should not be construed as representations that the
Japanese yen amounts have been, could have been or could in the future be converted into U.S. dollars at this or any other rate of exchange.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

a. Principles of consolidation

The accompanying consolidated financial statements include the accounts of the Bank and its twelve subsidiaries at March 31, 2021.
(Change in scope of consolidation)

Nanto Capital Partners Co., Ltd. has been included in the scope of consolidation from the current consolidated fiscal year due to its new
establishment on October 1, 2020. In addition, Nangin Agency Co., Ltd. has been excluded from the scope of consolidation because the company
resolved to dissolute at the extraordinary general meeting of shareholders held on September 30, 2020, and its liquidation was completed on March
25, 2021.

The Bank had two (two in 2020) unconsolidated subsidiaries, Nanto Sixth Industry Support Investment Limited Partnership and Nanto Regional
Vitality Creation Support Investment Limited Partnership. The unconsolidated subsidiaries were excluded from the scope of consolidation because
the portion of their assets, net income (loss), retained earnings, accumulated other comprehensive income and others that correspond to the Bank’s
equity were immaterial to the extent that their exclusion from the scope of consolidation did not preclude reasonable judgment of the Group’s financial
position and results of operations.

The Bank had no affiliates over which it had the ability to exercise significant influence over operating and financial policies.

The Bank had two (two in 2020) unconsolidated subsidiaries not accounted for by the equity method, Nanto Sixth Industry Support Investment
Limited Partnership and Nanto Regional Vitality Creation Support Investment Limited Partnership, and two (one in 2020 ) affiliates not accounted for by
the equity method, Nanto CVC Investment Partnership and Nanto CVC No. 2 Investment Partnership. The unconsolidated subsidiaries and affiliates
not accounted for by the equity method were excluded from the scope of the equity method because the effect of their inclusion on the consolidated
financial statements would not have seen significant in terms of the portion of net income (loss), retained earnings, accumulated other comprehensive
income and others which correspond to the Bank’s equity. Nanto CVC Investment Partnership and Nanto CVC No. 2 Investment Partnership are
treated as affiliates not accounted for by the equity method from the current consolidated fiscal year due to the fact that Nanto Capital Partners, a
subsidiary of the Bank, has become an unlimited liability partner of both partnerships jointly with another company.

Furthermore, the Nara Prefecture Tourism Revitalization Investment Limited Partnership was dissolved and its liquidation completed during the
current consolidated fiscal year.

Potager Co., Ltd., of which the Bank owns between 20% and 50% of the voting rights (execution rights), was not recognized as an affiliate for
the year ended March 31, 2021 because it is held by the Bank’s unconsolidated subsidiary for the purpose of incubating the investee and not for the
purpose of controlling the entity.

All consolidated subsidiaries have fiscal years ending on March 31.

All significant intercompany accounts, transactions and unrealized profits on transactions are eliminated.

b. Cash and cash equivalents
In preparing the consolidated statements of cash flows, cash and cash equivalents represents cash and due from the Bank of Japan.

c. Finance leases
As lessor:
Finance leases are accounted for in a manner similar to that used for ordinary sale transactions. Revenue from finance lease transactions and related
costs are recognized upon receipt of the lease payments. Finance leases which transfer ownership of the lease assets to the lessee are recognized as
lease receivables, and all finance leases which do not transfer ownership of the lease assets to the lessee are recognized as lease investment assets.
For finance leases which commenced before April 1, 2008 and do not transfer ownership of the lease assets to the lessee, the appropriate book
value (net of accumulated depreciation and amortization) in tangible and intangible fixed assets as of March 31, 2008 was recorded as the beginning
balance of “Lease receivables and lease investment assets,” and the total amount of interest equivalent for the remaining lease term after the adoption
of the “Accounting Standard for Lease Transactions” (Accounting Standards Board of Japan (“ASBJ”) Statement No. 13, issued on March 30, 2007)
has been allocated over the remaining lease term using the straightline method.
For the fiscal years ended March 31, 2021 and 2020, differences between income before income taxes and income before income taxes
calculated as if the accounting treatment for ordinary sale transactions had been applied to the finance leases which do not transfer ownership of the
leased assets to the lessee were not material.



d. Securities

Trading securities are stated at fair value. Gains and losses realized on disposal and unrealized gains and losses from market value fluctuations are
recognized as gains and losses in the period of the disposal or the change. Cost of sales for such securities is determined using the moving average
method. Held-to-maturity debt securities are stated at amortized cost on a straight-line method, cost of which is determined using the moving
average method. Stocks of unconsolidated subsidiaries and affiliates not accounted for by the equity method are stated at cost using the moving
average method. Available-for-sale securities with available fair values are stated at fair value in principle based on the market price as of the fiscal
year-end date. Unrealized gains and losses on available-for-sale securities are reported, net of applicable income taxes, as a separate component of
accumulated other comprehensive income. Available-for-sale securities for which it is extremely difficult to determine the fair value are stated at moving
average cost.

If the fair value of held-to-maturity debt securities or available-for-sale securities declines significantly, the securities are stated at fair value, and
the difference between the fair value and the carrying amount is recognized as a loss in the period of the decline. In such a case, the fair value will be
the carrying amount of the securities at the beginning of the next fiscal year.

Securities managed as trust assets in the individually managed money held in trust primarily for securities management purposes are measured
at fair value.

e. Derivatives and hedge accounting
Derivatives are measured at fair value.

To account for hedging transactions in connection with interest rate risk arising from financial assets and liabilities, the Bank applies the deferred
hedge accounting method stipulated in “Treatment for Accounting and Auditing of Application of Accounting Standard for Financial Instruments in
the Banking Industry” (JICPA Industry Audit Committee Report No. 24, October 8, 2020). The Bank assesses the effectiveness of such hedges in
offsetting movement in the fair value from changes in interest rates by classifying the hedged items, such as loans and deposits, and the hedging
instruments, such as interest rate swaps, by their maturity. The Bank assesses the effectiveness of cash flow hedges by verifying the correlation
between the hedged items and the hedging instruments.

In order to hedge risk arising from the volatility of exchange rates for available-for-sale securities (excluding bonds) denominated in foreign
currencies, the Bank applies fair value hedge accounting with the condition that the hedged available-for-sale securities are designated in advance and
that sufficient on-balance (actual) or off-balance (forward) liability exposure exists to cover the cost of the hedged securities denominated in the same
foreign currency.

f. Tangible fixed assets (except for leased assets)
Depreciation of tangible fixed assets of the Bank is computed by the declining balance method, except for buildings (excluding facilities attached to
buildings and structures acquired on or before March 31, 2016, which are depreciated by the declining balance method) which are depreciated by the
straight-line method. The estimated useful lives of major items are as follows:

Buildings 6 to 50 years

Others 310 20 years

Depreciation of the assets of the consolidated subsidiaries is computed principally by the declining balance method over the estimated useful life
of the asset.

g. Intangible fixed assets (except for leased assets)
Amortization of intangible fixed assets is computed by the straight-line method. Acquisition costs of software to be used internally are capitalized and
amortized by the straight-line method primarily over a useful life of five years.

h. Lease assets

Lease assets with respect to finance leases that do not transfer ownership of tangible fixed assets and intangible fixed assets are depreciated or
amortized using the straight-line method with the assumption that the term of the lease is the useful life. The residual value of lease assets is the value
guaranteed in the lease contract or zero for assets without such guaranteed value.

i. Reserve for possible loan losses
A reserve for possible loan losses is provided according to predetermined standards.

For loans to insolvent customers who are undergoing bankruptcy or other special liquidation (“bankrupt borrowers”) or who are in a similar
financial condition (“effectively bankrupt borrowers”), the reserve for possible loan losses is provided based on the amount of the claims net of
the amount expected to be recovered from collateral and guarantees and net of the deducted amount mentioned below. For the unsecured and
unguaranteed portions of loans to customers not presently in the above circumstances but for whom there is a high probability of so becoming (“likely
to become bankrupt borrowers”), the Bank deducts the estimated future cash flows and the amount expected to be recovered from collateral and
guarantees from the loan amount and of that remainder reports the amount that it recognizes to be necessary after comprehensively judging the
customer’s ability to pay.

For loans pertaining to customers other than the above, the Bank reports mainly the anticipated loss for the next one or three years. The
anticipated loss is calculated by region using the loss rate based on the average value in a fixed past period of the loan loss ratio with the actual loan
loss of one or three years as its foundation with necessary adjustments such as future prospects, etc.

All claims are assessed by the operating divisions based on the self-assessment criteria for asset quality, and the assessment results are audited
by the Asset Audit Division, which is independent from the operating divisions.

For claims against “bankrupt borrowers” and “effectively bankrupt borrowers,” the amount exceeding the estimated value of collateral and
guarantees is deemed uncollectible and is deducted directly from those claims in principle. At March 31, 2021 and 2020, the deducted amounts were
¥7,689 million ($69,451 thousand) and ¥9,053 million, respectively. The reserve for possible loan losses of the consolidated subsidiaries is provided
for general claims by the amount deemed necessary based on the historical loan-loss ratio and for certain doubtful claims by the amount deemed
uncollectible based on an assessment of each claim.

j. Employee retirement benefits
In calculating projected benefit obligations, expected benefits are attributed to each period by the benefit formula basis.
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Prior service costs are recognized as profit or loss at the time of occurrence.

Actuarial gains and losses are amortized from the fiscal year following the year in which the gains and losses are recognized by the straight-line
method over a fixed period (ten years) within the average remaining service years of the current employees.

Consolidated subsidiaries applied the simplified method where the amount to be required for voluntary termination at the fiscal year-end is
recorded as projected benefit obligations in the calculation of the liability for retirement benefits and retirement benefit costs.

k. Reserve for reimbursement of deposits
A reserve for the reimbursement of deposits which were derecognized as liabilities under certain conditions is provided for possible losses on future
claims of withdrawal based on historical reimbursement experience.

I. Reserve for contingent losses
To pay its contribution to the Credit Guarantee Corporation, the Bank provides a reserve for contingent liabilities not covered by other reserves in an
amount deemed necessary based on estimated future losses.

m. Reserve under special laws

Reserve under the special laws represents Financial Instruments Transaction Liability Reserve prescribed in Article 46-5, Paragraph 1 of the Financial
Instruments Exchange Act. The amount is recorded as determined by the consolidated subsidiaries in accordance with the provisions of Article 175 of
the Cabinet Office Order on Financial Instruments Business, etc., in order to provide for losses arising from security related accidents.

n. Foreign currency translations
Foreign currency assets and liabilities are translated at fiscal year-end exchange rates.

o. Income taxes
Deferred income taxes are recorded to reflect the tax effects of temporary differences between the carrying amounts of assets and liabilities for tax and
financial reporting purposes.

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 of assets and liabilities for financial reporting purposes and the amounts for income tax purposes.

p. Recognition criteria for lease income and costs for finance leases
Lease income and costs are recognized at the time of receiving lease fees.

q. Consumption taxes
Transactions subject to national and local consumption taxes are recorded at amounts exclusive of the consumption taxes.

3. SIGNIFICANT ACCOUNTING ESTIMATES

Those items whose amounts have been recognized in the consolidated financial statements for the current consolidated fiscal year based on
accounting estimates which could have a material impact on the consolidated financial statements for the next consolidated fiscal year are as follows.
1. Recognition of the reserve for possible loan losses

Loan operations is one of the major operations of the Group, and assets with credit risk, such as loans, occupy a very important place in consolidated
net assets on the consolidated balance sheet. So recognition of the reserve for possible loan losses has a large impact on the operating results and
financial position and is judged to be material in the accounting estimates.

2. Amount recognized in the consolidated financial statements for the current consolidated fiscal year

The reserve for possible loan losses recognized in the consolidated balance sheet for the current consolidated fiscal year was ¥21,768 million ($
196,621 thousand). The details concerning the accounting estimates adopted when making the calculation are set forth below.

3. Accounting estimates

(1) Methods for calculating amounts

Calculation methods are stated in the Notes (SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES i. Reserve for possible loan losses).

The asset appraisals stated in the reserve for possible loan losses recognition standards refer to individually analyzing and considering the assets
held and classifying them based on the degree of nonrecovery risk and loss of value risk. Appropriate depreciation and reservation are implemented
based on the category of borrowers (normal borrowers, needs attention borrowers, likely to become bankrupt borrowers, effectively bankrupt
borrowers and bankrupt borrowers).

(2) Major assumptions used in the calculation of the amounts

Under the assumption that there is a relationship to some extent between the loan loss ratio for each past category of borrowers and the expected
future loss rate, for the claims equivalent to normal claims and claims which need attention, the Bank calculates the required reserve amount for each
region using the expected loss rate taking into consideration the necessary adjustments to the average value of the loan loss ratio for a fixed period in
the past.

The determination of the borrower category is based on the credit rating determined by the rating models and the borrower’s repayment ability
based on their substantial financial position, financing capacities, and profitability, etc., and the terms and conditions of the loans and payment
status of the borrower. Also, the Company gives comprehensive consideration to the borrower’s sustainability, projected profitability, and ability to
pay obligations based on their annual repayable amount, appropriateness of their management improvement plans, and other factors in light of the
borrower’s industry characteristics.

Furthermore, in the case that management reconstruction is thought to be proceeding in line with a drastic and highly feasible management
improvement plan and a reasonable and highly feasible management improvement plan, the loans shall be deemed not to qualify as claims
corresponding to restructured loans or claims likely to become bankrupt borrowers.

Note that, at the end of the current consolidated fiscal year, we anticipated that the impact of the new coronavirus would continue for a certain
period of time and that the determination of the individual category of borrowers would be implemented based on the available information after taking
into account the characteristics of the industrial sector, the possibility of recovery from the short-term business performance, cash flow status, etc.
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(8) The impact on the consolidated financial statements for the next consolidated fiscal year

The uncertainties of the material estimates are included in the major assumptions used for the calculation of the amount of the reserve for possible
loan losses, including the expected loss rate by region and by debt classification, the category of borrowers as of the end of the current consolidated
fiscal year, the amount expected to be recovered using collateral and guarantees and the impact of the new coronavirus, etc.

The major assumptions concerning the estimate of the reserve for possible loan losses are determined based on the available information.
However, if the business condition of a major customer worsens or the situation regarding the new coronavirus worsens or becomes prolonged, there
is a possibility that such events would have an impact on the operating results and financial position for the next consolidated fiscal year, such as an
increase in the reserve for possible loan losses becoming necessary.

4. STANDAEDS AND GUIDANCE NOT YET ADOPTED
For the year ended March 31, 2021
The following standard and guidance were issued but not yet adopted.
“Accounting Standard for Revenue Recognition” (ASBJ Statement No. 29, March 31, 2020)
“Implementation Guidance on Accounting Standard for Revenue Recognition” (ASBJ Guidance No. 30, March 26, 2021)
(1) Overview
The above standard and guidance provide comprehensive principles for
revenue recognition. Under the standard and guidance, revenue is recognized by applying the following five steps:
Step 1: Identify the contract(s) with customers.
Step 2: Identify the performance obligations in the contract.
Step 3: Determine the transaction price.
Step 4: Allocate the transaction price to the performance obligations in the contract.
Step 5: Recognize revenue when (or as) the entity satisfies a performance obligation.
(2) Effective date
The Group is scheduled to apply the accounting standard and its guidance from the beginning of the fiscal year ending March 31, 2022.
(3) Effects of the application of the standards
The Bank and its consolidated domestic subsidiaries have determined that the effects of these new standards on the consolidated financial statements
are immaterial.

“Accounting Standards for Fair Value Measurement” (ASBJ Statement No. 30, July 4, 2019)
“Implementation Guidance on Accounting Standard for Fair Value Measurement” (ASBJ Guidance No. 31, July 4, 2019)
“Accounting Standard for Measurement of Inventories” (ASBJ Statement No. 9, July 4, 2019)
“Accounting Standard for Financial Instruments” (ASBJ Statement No. 10, July 4, 2019)
“Implementation Guidance on Disclosures about Fair Value of Financial Instruments” (ASBJ Guidance No. 19, March 31, 2020)
(1) Overview
In order to improve comparability with the provisions in international accounting standards, the “Accounting Standards for Fair Value Measurement”
and “Implementation Guidance on Accounting Standard for Fair Value Measurement” (“fair value measurement accounting standards, etc.”) were
developed, and guides, etc., concerning the method of measuring fair value were stipulated. The fair value measurement accounting standards, etc.,
are applied to the fair value of the following items.
e Financial instruments in the “Accounting Standard for Financial Instruments”
e Inventories held for trading purposes in the “Accounting Standard for Measurement of Inventories”
Furthermore, the “Implementation Guidance on Disclosures about Fair Value of Financial Instruments” was revised, and notes on the breakdown, etc.,
for each level of the fair value of financial instruments were stipulated.
(2) Effective date
The Group is scheduled to apply the standards and guidance from the beginning of the fiscal year ending March 31, 2022.
(3) Effects of the application of the standards
The Bank and its consolidated domestic subsidiaries are currently in the process of determining the effects of these new standards on the
consolidated financial statements.

5. CHANGE IN PRESENTATION METHOD
Application of the “Accounting Standard for Disclosure of Accounting Estimates”
The Group has applied the “Accounting Standard for Disclosure of Accounting Estimates” (ASBJ Statement No. 31, March 31, 2020) to the
consolidated financial statements for the current consolidated fiscal year, and therefore significant accounting estimates are disclosed in the Notes to
Consolidated Financial Statements.
The Notes do not include information for the prior consolidated fiscal year in accordance with the transitional provision set out in Paragraph 11 of
the Accounting Standard.
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6. CHANGES IN NET ASSETS
(1) Type and numbers of shares issued and treasury stock for the fiscal years ended March 31, 2021 and 2020 were as follows:

(Thousands of shares) Remarks
April 1, 2020 Increase Decrease March 31, 2021
Shares issued
Common StOCK......ccuvvveeieeiiiiiiiieeeee 33,025 — — 33,025
TOtal v 33,025 — — 33,025
Treasury stock
Common stock 418 1 12 407 Notes 1 & 2
Total v 418 1 12 407

Notes: 1. The increase of 1 thousand shares in common stock of treasury stock was due to the purchase of shares of less than one unit.
2. The decrease of 12 thousand shares in common stock of treasury stock is the decrease of 12 thousand shares due to the execution of stock options and the decrease of O shares due to sale
of shares of less than one unit.

(Thousands of shares) Remarks
April 1, 2019 Increase Decrease March 31, 2020
Shares issued
Common stock.. . 33,025 — — 33,025
Totaluuieeeeiic 33,025 — — 33,025
Treasury stock
Common StOCK.......ccvvieeeeeiiiiiiiiie e 425 2 8 418 Notes 1 & 2
Totaluueeieiiiicc e 425 2 8 418

Notes: 1.The increase of 2 thousand shares in common stock of treasury stock was due to the purchase of shares of less than one unit.
2.The decrease of 8 thousand shares in common stock of treasury stock was due to the execution of stock options.

(2) Matters concerning stock acquisition rights
For the fiscal year ended March 31, 2021

Shares expected to be acquired upon exercise of stock acquisition rights  Bzjance at end of

(Thousands of

Number of shares current fiscal year
. U.S. dollars)
Classification Breakdown April 1, 2020 Increase Decrease March 31, 2021  (Millions of yen)
Stock acquisition
The Bank rights granted as — - - - ¥63 $569
stock options
Total - - - — ¥63 $569

For the fiscal year ended March 31, 2020

Shares expected to be acquired upon exercise of stock acquisition rights  Bgjance at end of

Number of shares current fiscal year
Classification Breakdown April 1, 2019 Increase Decrease March 31, 2020  (Millions of yen)
Stock acquisition
The Bank rights granted as — — - - ¥88
stock options
Total — — — — ¥88

(3) Information on dividends is as follows:
(a) Dividends paid in the fiscal year ended March 31, 2021

Millions of yen (thousands of U.S. dollars), except per share amounts (yen (U.S. dollars))

Aggregate amount of  Cash dividends per
Resolution Type of shares dividends share Record date Effective date

Annual stockholders” meeting held on Common stock  ¥1,304 ($11,778)  ¥40.00 (30.36) March 31,2020  June 29, 2020
June 26, 2020
Board of Directors’ meeting held on

November 12, 2020

September 30,

Common stock  ¥1,304 ($11,778) ¥40.00 ($0.36) 2020

December 7, 2020
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(b) Dividends paid in the fiscal year ended March 31, 2020

Millions of yen, except per share amounts (yen)

Aggregate amount of ~ Cash dividends per
Resolution Type of shares dividends share Record date Effective date

Annual stockholders’ meeting held on
June 27, 2019

Board of Directors’ meeting held on September 30,
November 8, 2019 Common stock ¥1,304 ¥40.00 2019

Common stock ¥1,303 ¥40.00 March 31, 2019 June 28, 2019

December 5, 2019

(c) Dividends to be paid in the fiscal year ending March 31, 2022

Millions of yen (thousands of U.S. dollars), except per share amounts (yen (U.S. dollars))

Aggregate amount of Source of  Cash dividends per
Resolution Type of shares dividends dividends share Record date Effective date

Annual stockholders’ meeting held on Retained
June 29, 2021 eamings ¥40.00 ($0.36) March 31, 2021 June 30, 2021

Common stock  ¥1,304 ($11,778)

7. STOCKHOLDERS’ EQUITY

Under the Banking Law of Japan and the Company Law, the entire amount of the issue price of shares is required to be accounted for as capital,
although the Bank may, by resolution of its Board of Directors, account for an amount not exceeding one half of the issue price of the new shares as
additional paid-in capital, which is included in capital surplus.

The Banking Law provides that an amount equal to at least 20% of cash dividends and other cash appropriations be appropriated and set
aside as legal earnings reserve until the total amount of legal earnings reserve and additional paid-in capital equals 100% of common stock. The total
amount of legal earnings reserve and additional paid-in capital of the Bank has reached 100% of common stock. Therefore, the Bank is not required
to provide additional legal earnings reserve.

The legal earnings reserve and additional paid-in capital may be used to eliminate or reduce a deficit by resolution of the stockholders’ meeting
or may be capitalized by resolution of the Board of Directors. On condition that the total amount of legal earnings reserve and additional paid-in capital
remains equal to or more than 100% of common stock, they are available for distribution by resolution of the stockholders’ meeting. Legal earnings
reserve is included in retained earnings in the accompanying financial statements.

The maximum amount that the Bank can distribute as dividends is calculated based on the nonconsolidated financial statements of the Bank in
accordance with the Company Law.

8. SHARES OR INVESTMENTS IN CAPITAL OF UNCONSOLIDATED SUBSIDIARIES AND AFFILIATES

Shares or investments in capital of unconsolidated subsidiaries and affiliates at March 31, 2021 and 2020 were as follows:
Thousands of

Millions of yen U.S. dollars
T — —— ——————— e
Shares or investments iIN CaPItal...........civiiiiiiee e 2,446 $ 22,093

9. NONPERFORMING LOANS
Nonperforming loans at March 31, 2021 and 2020 were as follows:
Thousands of

Millions of yen U.S. dollars
 TTr———_—_—_——— e T e
Loans to bankrupt DOMOWETS.........iiiiiieie e 1,055 2,571 $ 9,529
Past AU I0ANS.. ..o 45,325 44,249 409,402
Past due loans (three months or more) ... 167 494 1,508
RESIIUCTUIEA I0BNS........c ittt 5,361 4,333 48,423

1 = PO PPPR 57 51,910 ¥ 51,648 $ 468,882

Bills discounted are accounted for as financing transactions in accordance with “Treatment for Accounting and Auditing of Application of Accounting
Standard for Financial Instruments in the Banking Industry” (JICPA Industry Audit Committee Report No. 24, Octorber 8, 2020). This accounting treatment
gives the Bank the right to sell or pledge such bills without restrictions. The total face value of commercial bills and purchased foreign exchange bills
obtained as a result of discounting was ¥12,797 million ($115,590 thousand) and ¥16,378 million at March 31, 2021 and 2020, respectively.

Regarding loan participation, based on the “Accounting Treatment and Presentation of Loan Participation” (JICPA Accounting System Committee
Report No. 3, November 28, 2014), of the participating principal amount accounted for as loans and bills discounted with respect to the original
debtor, the amount recorded in the consolidated balance sheets is as follows.

¥3,104 million ($28,037 thousand) and ¥3,105 million at March31. 2021 and 2020, respectively.
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10. PLEDGED ASSETS
At March 31, 2021 and 2020, securities of ¥503,578 million ($4,548,622 thousand) and ¥477,613 million, respectively, loans and other assets
of ¥401,289 million ($3,624,686 thousand) and ¥1,979 million, respectively, were pledged as collateral for deposits of ¥55,878 million ($504,724
thousand) and ¥32,755 million, respectively, call money and bills sold of ¥0 ($0) and ¥5,441 million, respectively, payables under repurchase
agreements of ¥37,077 million ($334,901 thousand) and ¥42,475 million, respectively, payables under securities lending transactions of ¥106,465
million ($961,656 thousand) and ¥135,144 million, respectively, and borrowed money of ¥620,012 million ($5,600,325 thousand) and ¥127,975 million,
respectively.

Securities of ¥0 ($0) and ¥210 million and other assets of ¥20,144 million ($181,952 thousand) and ¥20,018 million were pledged for transaction
guarantees at March 31, 2021 and 2020, respectively.

Unexpired lease contract claims of ¥3,752 million ($33,890 thousand) and ¥3,846 million were pledged as collateral for borrowed money of
¥2,847 million ($25,715 thousand) and ¥3,086 million at March 31, 2021 and 2020, respectively.

At March 31, 2021 and 2020, other assets included initial margins of futures markets of ¥664 million ($5,997 thousand) and ¥168 million,
respectively, and security deposits of ¥968 million ($8,743 thousand) and ¥1,049 million, respectively, and other intangible fixed assets included key
money of ¥450 million ($4,064 thousand) and ¥451 million, respectively.

11. LOAN COMMITMENTS
Commitment line contracts on overdrafts and loans are agreements to lend to customers when they apply for borrowing up to a prescribed amount
as long as there is no violation of any condition established in the contract. The amounts of unused commitments at March 31, 2021 and 2020
were ¥980,457 million ($8,856,083 thousand) and ¥978,728 million, respectively, and the amount of unused commitments whose original contract
terms were within one year or unconditionally cancelable at any time at March 31, 2021 and 2020 was ¥905,950 million ($8,183,090 thousand) and
¥901,064 million, respectively.

Since many of these commitment line contracts are expected to expire without being drawn upon, the total amount of unused commitments
does not necessarily affect actual future cash flow.

Many of these commitments line contracts have clauses that allow the Group to reject the application from customers or reduce the contract
amounts if economic conditions change. In addition, the Group may request that customers pledge collateral such as real estate and securities or take
other necessary measures such as scrutinizing customers’ financial positions and revising contracts when the need to secure claims arises.

12. TANGIBLE FIXED ASSETS

Accumulated depreciation of tangible fixed assets was ¥44,621 million ($403,043 thousand) and ¥45,231 million at March 31, 2021 and 2020,
respectively. Accumulated capital gains directly offset against the acquisition cost of tangible fixed assets to obtain tax benefits were ¥806 million ($7,280
thousand) and ¥783 million at March 31, 2021 and 2020, respectively. For the years ended March 31, 2021 and 2020, the capital gain offset from
acquisition costs was nil.

13. GUARANTEES
The amount guaranteed by the Bank for privately placed bonds (stipulated by Article 2, Paragraph 3 of the Financial Instruments Exchange Act)
included in “Bonds” of “Securities” was ¥36,586 million ($330,466 thousand) and ¥27,676 million at March 31, 2021 and 2020, respectively.

14. OTHER OPERATING INCOME

For the fiscal years ended March 31, 2021 and 2020, other operating income consisted of the following:
Thousands of

Millions of yen U.S. dollars
T —————————— L
GaiNs 0N SAIES Of DONGAS ...vvviieiii e 3,861 ¥ 7,506 $ 34,874
(1TSS PPPRPP 736 565 6,647
Lo 7= O PRSP PP UPPRSPPRIN ¥ 4,597 ¥ 8,071 $ 41,522

15. OTHER INCOME
For the fiscal years ended March 31, 2021 and 2020, other income consisted of the following:
Thousands of

Millions of yen U.S. dollars
T — ———— e
Gains on sales of stocks and Other SECUMEIES. .....vvviiiiiieeciie e 3,493 6,750 $ 31,550

921 356 8,319
1,892 1,094 17,089
¥ 6,306 ¥ 8,200 $ 56,959
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16. OTHER OPERATING EXPENSES

For the fiscal years ended March 31, 2021 and 2020, other operating expenses consisted of the following:
Thousands of

Millions of yen U.S. dollars
T —————TE T
LOSSES ON SAIES OFf DONAS ...vviiiiei ittt 3,866 ¥ 3,220 $ 34,920
(010 T= TSSO PRSP PPPRPRPN 3 892 27
Lo =P PP P P PP PR UPPPPPPP ¥ 3,869 ¥ 4,112 $ 34,947

17. GENERAL AND ADMINISTRATIVE EXPENSES

For the fiscal years ended March 31, 2021 and 2020, general and administrative expenses consisted of the following:
Thousands of

Millions of yen U.S. dollars
TTTTE—————————————— e
Salaries and allOWANCES. ........ciuiiiiiiii e ¥ 19,859 20,380 $ 179,378
Retirement DENEfit COSES ....viiiiiiiiiiiii e 1,616 1,809 14,596
Other ... 20,147 20,791 181,979

Total ¥ 41,622 ¥ 42,980 $ 375,955

18. OTHER EXPENSES

For the fiscal years ended March 31, 2021 and 2020, other expenses consisted of the following:
Thousands of

Millions of yen U.S. dollars
T —————————— e
WIite-0ffS O I0ANS ... eiiiiii e ¥ 3,683 8,472
Provision for POSSIDIE 108N [0SSES.......ccvuviiiiiiiicii e 2,599 3,185 23,475
Losses on sales of stocks and other securities .............cccccccvi, 2,457 3,167 22,193
1,251 4,235 11,299
v 7,245 ¥ 14,270 $ 65,441
19. IMPAIRMENT LOSSES
The Group reports impairment losses for the following asset groups.
Current consolidated fiscal year (from April 1, 2020 to March 31, 2021)
Region Principle use Type Impalirment loss Impairment loss
(Millions of yen) (Thousands of U.S. dollars)
Inside Nara Prefecture 10 business stores and Land and buildings, etc. 389 3,513
Headquarters, etc.
Total 389 3,513

Regarding the fixed assets above, due to the decline in operating cash flows, the reorganization of the store network and changes in the use of the
assets, the Bank reduced the carrying amount to the recoverable amount and reported the decrease as an impairment loss (¥389 million).

The Bank uses the grouping method of area and business store units because it continuously determines income and expenditure for each area
and for each business store. For idle assets, the grouping is carried out using each asset as the unit. Furthermore, the head office, Administrative
Center, Training Center, etc. are assets that contribute to the generation of the future cash flows of multiple assets and asset groups, so they are
deemed to be corporate assets. Each subsidiary uses the grouping with each respective company as the unit.

The calculation of the recoverable amount uses the fair value less costs to sell or the value in use, whichever is higher. The fair value is calculated
based on Real Estate Appraisal Standards, etc., and the value in use is computed by discounting future cash flows by 1.8%.

Previous consolidated fiscal year (from April 1, 2019 to March 31, 2020)

Region Principle use Type Impairment loss (Millions of yen)

Inside Nara Prefecture 25 business stores, etc. Land and buildings, etc. 1,172
Outside Nara Prefecture 10 business stores, etc. Land and buildings, etc. 649
Total 1,822

Regarding the fixed assets above, due to the decline in operating cash flows and the reorganization of the store network, the Bank reduced the
carrying amount to the recoverable amount and reported the decrease as an impairment loss (¥1,822 million).

The Bank uses the grouping method of area and business store units because it continuously determines income and expenditure for each area
and for each business store. For idle assets, the grouping is carried out using each asset as the unit. Furthermore, the head office, Administrative
Center, Training Center, etc. are assets that contribute to the generation of the future cash flows of multiple assets and asset groups, so they are
deemed to be corporate assets. Each subsidiary uses the grouping with each respective company as the unit.

The calculation of the recoverable amount uses the fair value less costs to sell or the value in use, whichever is higher. The fair value is calculated
based on Real Estate Appraisal Standards, etc., and the value in use is computed by discounting future cash flows by 1.9%.

Nanto Report 2021, the integrated report of Nanto Bank 55



Financial Data
Consolidated Financial Statements

20. OTHER COMPREHENSIVE INCOME (LOSS)

The components of other comprehensive income (loss) for the fiscal years ended March 31, 2021 and 2020 were as follows:
Thousands of
Millions of yen U.S. dollars

Valuation difference on available-for-sale securities:

Gains (losses) incurred during the YEaI ..........ccviiiiiiiieiie e ¥ 39,930 ¥ (45,749) $ 360,672
Reclassification adjustments t0 NEt INCOME ......ccoviiiiiiiiiiii e (998) (8,747) (9,014)
Amount before tax effECt .........covvviiiiiii e 38,931 (49,497) 351,648
Tax effect .ooovviiiiiiins . (11,067) 14,167 (99,963)
Valuation difference on available-for-sale securities..........cccoceeeiiiiiiie i, 27,863 (35,330) 251,675
Deferred gains or losses on hedges
Gains (losses) incurred during the YEar..........coviviiiiiiiiiiiiecie e 2,990 (28) 27,007
Reclassification adjustments to NEt INCOME .......cciviiiiiiiiiiie e 130 96 1,174
Amount before tax EffECt ... 3,120 68 28,181
TAX EffECT it (948) (20) (8,562)
Deferred gains or losses on hedges . 2,171 47 19,609
Adjustments for retirement benefits:
Gains (losses) incurred during the YEaI .........ccviiiiiiiieiie e (72) (325) (650)
Reclassification adjustments to Net iINCOME .........vvvviiiiiiiiiiie e 230 181 2,077
Amount before tax effeCt ... 158 (143) 1,427
TaX EffECT it (48) 43 (433)
Adjustments for retirement BENEILS .......cvviiiiiiicc s 110 (100) 993
Total other comprehensive income (loss) ¥ 30,146 ¥ (35,382) $ 272,296

21. STATEMENTS OF CASH FLOWS
The reconciliation between cash and due from banks in the consolidated balance sheets at March 31, 2021 and 2020 and cash and cash equivalents

in the consolidated statements of cash flows for the fiscal years then ended was as follows:
Thousands of

Millions of yen U.S. dollars
Cash and due from banks on the consolidated balance sheets..............ccocvvveiieinn, ¥ 1,191,207 ¥ 693,798 $ 10,759,705
Current deposits dUe from DANKS.........oiiiiiiiir e (1,114) (1,251) (10,062)
Time deposits AU fromM DANKS.........ciiiie e (600) (600) (5,419)
Other due from DANKS ..o e (1,126) (582) (10,170)
Cash and cash equivalents on the consolidated statements of cash flows................ ¥ 1,188,367 ¥ 691,364 $ 10,734,052

22. LEASE TRANSACTIONS
Operating leases

As lessee:

Future minimum lease payments under operating leases which were not cancelable at March 31, 2021 and 2020 were as follows:
Thousands of

Millions of yen U.S. dollars
I o T
DUE WININ ONE YEAI ..eeiiiiiiiiit et e e e s e e e e e 158 $ 1,427
Due after one year 873 845 7,885

JLLe | U UTOUPUUPPRTUPPRIN ¥ 1,031 ¥ 932 $ 9,312

As lessor:
There were no applicable matters to be noted regarding future minimum lease payments under operating leases which were not cancelable at March

31, 2021 and 2020.
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23. FINANCIAL INSTRUMENTS AND RELATED DISCLOSURES

a. Matters related to the status of financial instruments

(1) Policy on financial instruments

The Group is composed of the Bank and its twelve consolidated subsidiaries and provides financial services such as banking, securities, leasing and
credit guarantee businesses.

The Group’s major banking business includes (i) the acceptance of deposits, lending services, bills discounting and remittance and (ji) the
guarantee of debt, acceptance of bills and other services related to the banking business. The securities business includes underwriting and dealing
in securities, over-the-counter derivative transactions and other related services, including security index future transactions in accordance with the
Financial Instruments and Exchange Act.

The Bank, in addition to being a money lender and borrower in the interbank market to adjust its surplus and deficit of funds, raises funds by
loans and bonds with consideration for the financial market conditions.

The Bank conducts asset and liability management (ALM), identifying various types of risk exposures associated with the banking business as
the Bank holds financial assets and liabilities exposed to the market risk associated with fluctuation in interest rates. As part of its risk management,
the Bank utilizes derivative transactions such as interest rate swaps. The Bank also enters into derivative transactions for trading purposes with certain
position limits.

(2) Contents and risk of financial instruments

Financial assets held by the Group are composed mainly of loans to corporate and individual customers that are exposed to credit risk arising from
customer nonperformance. In addition, loan balances are significantly concentrated in Nara prefecture, where the head office of the Bank is located.
Accordingly, changes in the economic circumstances of the region could have a great impact on the credit risk.

Securities consist principally of Japanese government bonds, Japanese local government bonds, equity securities, foreign securities, investment
trusts that are classified as other securities (available-for-sale), private bonds guaranteed by the Bank that are classified as held-to-maturity debt
securities and Japanese government bonds classified as trading purpose securities. These securities are exposed to the credit risk of issuers and the
market risk of fluctuation in interest rates and market prices. Since financial assets denominated in foreign currencies are exposed to exchange rate
risk, currency related derivative transactions are used to balance the amount of funding and amount of operations for each currency to reduce the risk.

In the banking business, financial liabilities consist principally of deposits from retail clients in Japan and are exposed to interest rate risk. In
addition, foreign currency deposits are exposed to exchange rate risk. With respect to borrowed money, the Group may be forced to raise funds under
unfavorable conditions and, accordingly, become significantly exposed to liquidity risk if the fund raising capacity of the Group significantly declined
and led to the inability to repay under circumstances such as the significant deterioration of the financial position of the Group. Furthermore, borrowed
money with floating interest rates is exposed to interest rate risk.

Derivative transactions include interest rate swaps for interest rate related transactions, currency swaps and forward foreign exchange
transactions for currency related transactions, and bond future transactions and bond option transactions for bond related transactions. In addition,
certain credit derivatives are embedded in the financial instruments. The Bank utilizes those derivative transactions in order to hedge the position of
the customers as well as to capture various risks associated with transactions with customers and control those risks properly. The Bank also uses
derivatives for trading purposes with certain position limits.

The Bank applies the deferred hedge accounting method for derivative transactions when used as hedging instruments. Interest rate swaps
are used as hedging instruments to avoid interest rate risks of hedged items such as loans and deposits with fixed interest rates. Deferred hedge
accounting has been applied to derivatives used as hedging instruments.

The Bank assesses the effectiveness of hedges in offsetting movement in the fair value from changes in interest rates by classifying the hedged
items such as deposits and loans and the hedging instruments such as interest rate swaps by their maturity. For cash flow hedges, the Bank
assesses the effectiveness by verifying the correlation between the hedged items and the hedging instruments. Transactions which do not meet
the requirements of hedge accounting and derivative transactions for trading purposes are exposed to interest rate risk, foreign currency risk, price
fluctuation risk and credit risk.

(3) Risk management system for financial instruments
Credit risk management
The Group has established a framework for credit control which includes credit reviews for individual transactions, credit limits, credit information
management, internal credit ratings, guarantees and collateral and self-assessment in accordance with the Group’s “Rules on credit risk management”
and “Rules on self-assessment of assets.” These credit controls are performed by each branch and the Credit Analysis Division. The independent
Audit Department audits the status of credit risk controls and its results. The status of credit risk controls is periodically evaluated and reported to the
Management Directors’ Committee and board meeting.

Credit risks associated with the issuers of securities are managed by the Financial Investment Division and Risk Management Division. With
respect to the credit risks associated with the issuer of the securities and counterparty risk associated with derivative transactions, related credit
information and fair values of the securities are periodically checked to monitor those risks.

Market risk management

(a) Interest rate risk

From the perspective of ALM, the Group manages market risk such as interest rate risk associated with assets and liabilities, including loans, deposits
and securities comprehensively. The Group’s “Rules on Market Risk Management” stipulates that the Bank makes efforts to manage the market sector
effectively, taking risk and reward into account as well as avoiding excessive risk taking by setting appropriate risk limits based on the Group’s ability to
take risk and identifying market risk properly.

The ALM Committee, the decision making entity for the management of market risks, sets certain semiannual risk limits determined by VaR based
upon the Bank’s capital adequacy and market conditions. The Bank pursues profit opportunities within the risk limits. The Risk Management Division
assesses interest rate risk by VaR, reports to the ALM Committee on a monthly basis and properly monitors its operations.

In addition to the VaR methodology, it utilizes a combination of the BPV (basis point value) methodology, simulations of interest rate fluctuations,
and ZEVE (the decrease in economic value with respect to an interest rate shock), etc., to identify and analyze risk from a broader point of view.
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(b) Foreign currency risk

With regard to foreign currency risk associated with operations and procurement of financial instruments denominated in foreign currency, the
Group manages risk by balancing the amount of funding and amount of operations for each currency. In addition, as for foreign currency exchange
transactions for investment purposes, the Risk Management Division assesses the foreign currency risk by VaR, reports to the ALM committee on a
monthly basis and properly monitors its operations.

(c) Price fluctuation risk
With regard to investments in securities, the Group prepares its asset management plan semiannually and makes investment decisions at the ALM
Committee based upon expected returns and correlations between investment items and related market fluctuation risk. The Solution Business
Division plays a part in investments for investment purposes, and the Corporate Business Division plays a part in investments for the purpose
of business alliances and capital affiliation. Continuous monitoring of market conditions and restrictions on investments in riskier assets such as
securitized instruments help to avoid unnecessary price fluctuation risk.

The Risk Management Division assesses the price fluctuation risk of equity securities, etc., by VaR, reports monthly to the ALM Committee about
compliance with risk limits and properly manages the risk.

(d) Derivative transactions

With respect to derivative transactions for hedging purposes, the Group establishes internal rules defining the authority and hedge policies which

are governed by the Risk Management Division. With respect to derivative transactions for trading purposes, certain trading limits and loss limit rules
are set semiannually by the ALM Committee. The Risk Management Division, which serves as the middle office, monitors compliance and calculates
the total amount of risk. The Financial Investment Division, which serves as the back office, checks each derivative transaction, marked-to-market
position, and evaluates the profit and loss from the transactions on a daily basis. In addition to those functions, the related divisions check each other
S0 as not to exceed limits on loss.

The directors of the Bank are reported to from both the middle office and the back office and monitor the risks associated with the Bank’s

portfolio as a whole, including loans, deposits and securities at the ALM Committee.

(e) Quantitative information relating to market risk

The Group manages the quantity of market risk for financial instruments such as loans, deposits, securities and derivatives by VaR. To calculate VaR,
the Group has adopted the historical method (confidence level of 99%, observation period of 1,250 business days, holding period of 120 business
days [holding period for equity securities other than purely for investment purposes are 240 business days] and the correlation of risk categories are
not considered.).

At March 31, 2021, the Group’s total market risk (decrease in estimated economic value) was ¥58,770 million ($530,846 thousand) (¥52,531
million in 2020). In addition, the Group conducted back tests comparing actual income with the VaR calculated by the model. However, VaR is a
statistical measure of market risk based on past fluctuations in the market and certain probability of occurrence. It may not be possible to capture the
risk if the market fluctuates rapidly under extraordinary circumstances.

Management of liquidity risk associated with financing activities
The Financial Investment Division manages the Bank’s cash position based upon the monthly funding plan designed by the ALM Committee, while the
Risk Management Division monitors the situation. The ALM Committee manages financing risk comprehensively by understanding the amount of cash
for which the Bank can liquidate and also can raise from the market on a regular basis.

In addition, the Group categorizes its financing situation into “Regular Phase”, “Concern Phase” and “Crisis Phase” and prepares appropriate
management structures for each phase so that the Group can take proper action accordingly.

(4) Supplementary explanation on the fair value of financial instruments

The fair values of financial instruments comprise values based on quoted market prices and values calculated on a reasonable basis when no market
price is available. Certain assumptions are used for the calculation of such amounts, and, accordingly, the result of such calculations may vary if
different assumptions are used.
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b. Fair value of financial instruments

The table below summarizes the carrying amounts, fair values and differences between the carrying amounts and fair values of financial instruments as
of March 31, 2021 and 2020. Note that unlisted equity securities for which it is extremely difficult to identify the fair value and immaterial accounts are

not included in the table (see Note 2 below).

Millions of yen

2021

Carrying amount Fair value Difference

Cash and due from DANKS ......uveeiiiee et ¥ 1,191,207 ¥ 1,191,207 Y -
DDt PUICNESEA. ... e 1,827 1,827 -
MONEY NEIA IN TrUST ....veeiiieeeee e 40,500 40,500 —
Securities

Held-to-maturity debt SECUNMIES ... ..vvviiiiiiii e 36,586 36,634 48

Available-for-sale SECUMIES ........ccvvviviiiiciiie e 1,380,014 1,380,014 —
Loans and bills AiSCOUNTEA ... ...uvviiiiiiiiiiiiiii e 3,786,878

Reserve for possible 10an 10SSES (1) ...vvvviiiiieiiiec e (21,385)

3,765,493 3,774,099 8,605

TOMAl @SSEES .ot ¥ 6,415,629 ¥ 6,424,284 ¥ 8,654
DEPOSIES et ¥ 5,439,967 ¥ 5,440,015 ¥ 47
Negotiable certificates Of AEPOSIt.........ccovviiiiiiiiiiii e 4,040 4,040 —
Callmoney and billS SOI ........coouiiiiiie e - - -
Payables under repurchase agreements ..........coveiiiiiiiiiiciicec e 37,077 37,077 -
Payables under securities lending transactions ..............ccccveeviiiiiiiiiicice, 106,465 106,465 -
Borrowed money 626,700 626,651 (48)
TOtal HADIIHES ... ¥ 6,214,251 ¥ 6,214,249 ¥ (1)
Derivative transactions (*2)

Hedge accounting NOt @pPIIEd .........ccoviiiiiiiiiii e (1,264) (1,264) -

Hedge accounting applied (*3) . ...ccvereeeiee e e 2,902 2,902 -
Total derivative tranSaCTIONS .. ....vvviiiiiiiiiiieiieiei e ¥ 1,637 ¥ 1,637 ¥ —

Millions of yen
Carrying amount Fair value Difference

Cash and due from DANKS .......cciiiiiiii e ¥ 693,798 ¥ 693,798 ¥ -
Debt purchased..... 2,412 2,412 —
Money NEld IN TUSE ..o 39,470 39,470 —
Securities

Held-to-maturity debt SECUMIES ... .vvvvieeeiiiiiiii e 27,676 27,736 59

Available-for-sale SECUMTIES .......cciviiiiiiiiicii e 1,300,902 1,300,902 -
Loans and bills diSCOUNTEA .........ccuiiiiiiiiiiiii 3,457,276

Reserve for possible [0an 10SSES (1) ....coviiiiiiiiiiiiiiec (20,396)

3,436,880 3,448,083 11,203

TOAI @SSEES .ttt ¥ 5,501,140 ¥ 5,512,404 ¥ 11,263
DBPOSITS ...t ¥ 5,029,759 ¥ 5,029,768 ¥ 8
Negotiable certificates of dEPOSIT.........ccoiviiiiiiiiiiii i 7,370 7,370 -
Call money and bills SOIO ........vieiiiiee it 5,441 5,441 —
Payables under repurchase agreements ...........coiivieiiiiieiiiieee e 42,475 42,475 —
Payables under securities lending transactions ...........ccccoviiiiiiiiiiiiice 135,144 135,144 —
BOIrmOWEA MONBY .....oiiiiiiiiiii ettt 135,538 135,513 (24)
TOtal HADIIHES ...ttt ¥ 5,355,729 ¥ 5355713 ¥ (16)
Derivative transactions (*2)

Hedge accounting NOt @pPlEd .........oooiiiiiiiiiiei e 410 410 —

Hedge accounting @pplied ...........ooviiiiiiiiie e (172) (172) —
Total derivative tranSaCHONS .......vvii it ¥ 237 ¥ 237 ¥ —
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Thousands of U.S. dollars

2021

Carrying amount Fair value Difference

Cash and due from banks ... $ 10,759,705 $ 10,759,705 $ -
DEDT PUICNASED. ... . it 16,502 16,502 —
MONEY NEIA IN TrUST ... 365,820 365,820 —
Securities

Held-to-maturity debt SECUMEIES .......vvvviiieiiiic e 330,466 330,900 434

Available-for-Sale SECUIMIES ....uuuuriririiiiiiie e e e e e 12,465,125 12,465,125 —
Loans and bills dISCOUNTED ........cciiiiiiiiiiii e 34,205,383

Reserve for possible 10an 10SSES (1) ....cciviiiiiiiiiiiciici (193,162)

34,012,221 34,089,955 77,726

TOMAI ASSEES .vvviietiie ettt $ 57,949,859 $ 58,028,037 $ 78,168
DIBIOSIES ¢ vttt ettt ettt ettt $ 49,137,087 $ 49,137,521 $ 425
Negotiable certificates Of AEPOSIT.......ccoviiiiiiiiiiiiii e 36,491 36,491 —
Call money and BillS SOIA .....c.vvveeiiiee et - - -
Payables under repurchase agreements ..........coovviiiiiiiiiiiiei e 334,901 334,901 —
Payables under securities lending tranSactions ...........ccccoviieiiiiiiiiieiee e 961,656 961,656 —
BOITOWEA MONEBY ...ttt 5,660,735 5,660,292 (434)
JL Loz N =T o)1 111U $ 56,130,891 $ 56,130,873 $ 9)
Derivative transactions (*2)

Hedge accounting Not @pPlied .........ccviiiiiiiiiiiie e (11,417) (11,417) -

Hedge accounting applied (*3). 26,212 26,212 -
Total deriVative traNSACTIONS ......vveeeeee e e ettt e e e e e e $ 14,786 $ 14,786 $ -

(*1) General reserve for possible loan losses and specific reserve for possible loan losses corresponding to loans are deducted.

(2) Assets and liabilities arising from derivative transactions are presented on a net basis, and net liabilities are presented in parentheses.

(*3) These are interest rate swaps, etc., designated as hedging instruments in order to fix the cash flow from loans, etc., which are the hedged items, and mainly deferred hedge accounting is applied.
The Practical Solution on the Treatment of Hedge Accounting for Financial Instruments that Reference LIBOR (Practical Issues Task Force (PITF) No. 40, September 29, 2020) is applied to these
hedging relationships.

(Note 1) Computation method for fair value of financial instruments

Assets

Cash and due from banks:

With respect to due from banks without maturities, the carrying amount is presented as the fair value as the fair value approximates the carrying
amount. With respect to due from banks with maturities, the fair value is calculated for each category of maturity by discounting the cash flow at the
interest rate assumed if the same due from banks were newly executed.

Debt purchased:
The carrying amount is presented as the fair value as the residual maturity is less than one year and the fair value approximates the carrying amount.

Money held in trust:

The fair value of securities managed as trust assets in individually managed money held in trust primarily for securities management purposes is
determined based on the values presented by the trust bank. For additional information on money held in trust categorized by holding purposes, see
Note 24, “SECURITIES AND MONEY HELD IN TRUST.”

Securities:
The fair value of equity securities is determined using the market price on exchanges. The fair value of debt securities is determined based on
market price or value calculated on a reasonable basis if no market price is available. The fair value of listed investment trusts is determined using
the market price on exchanges and the fair value of other investment trusts is determined using standard prices published by the Investment Trust
Association, Japan or presented from the financial institutions with which they are transacted. The fair value of the private bonds guaranteed by the
Bank is calculated by discounting the aggregate value of principle and interest at the interest rate assumed if the same bond were newly issued for
each category based on term, redemption method and guarantees. With respect to the private bonds guaranteed by the Bank issued by “bankrupt
borrowers,” “effectively bankrupt borrowers” and “likely to become bankrupt borrowers,” the amount of possible loan losses is computed based on
the present value of estimated future cash flows or the recoverable amounts from collateral and guarantees. Therefore, the fair value approximates the
carrying amount, net of reserve for possible loan losses, and such amount is presented as the fair value.

For additional information on securities categorized by the purposes for which they are held, see Note 24, “SECURITIES AND MONEY HELD IN
TRUST.”

Loans and bills discounted:
The fair value of loans with floating interest rates is presented using the carrying amount as the fair value approximates the carrying amount, as long as
the credit situation of the borrower does not vary significantly after the loan is executed, since they reflect market interest rates due to their short-term
nature. The fair value of loans with fixed rates is computed by discounting the aggregate value of principal and interest at the interest rate assumed
if the same loans were newly executed for each type of loan, internal rating and maturity. As for the loans whose maturity is less than one year, the
carrying amount is presented as the fair value as the fair value approximates the carrying amount.

With respect to receivables from “bankrupt borrowers,” “effectively bankrupt borrowers” and “likely to become bankrupt borrowers,” the amount
of possible loan losses is computed based on the estimated future cash flow or the recoverable amounts from collateral and guarantees. Therefore,
the fair value approximates the carrying amount, net of reserve for possible loan losses, and this amount is presented as the fair value.
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The fair value of loans without a predetermined repayment date due to the lending amount being limited within the value of the applicable
collateral is presented using the carrying amount as the fair value is deemed to approximate the carrying amount considering the estimated repayment
term and interest rate. The fair value of embedded derivative loans is presented using market prices at financial institutions.

Liabilities

Deposits and negotiable certificates of deposits:

With respect to on-demand deposits, the payment obligation due when demanded at the balance sheet date, which is the carrying amount, is
deemed to be the fair value. The fair value of time deposits is computed using the present value by discounting future cash flows for each category of
a certain period. The interest rate to be applied when a new deposit is taken is used as the discount rate. For deposits whose residual maturity is less
than one year, the carrying amount is presented as the fair value as the fair value approximates the carrying amount.

Call money and bills sold and payables under securities lending transactions:
The carrying amount is presented as the fair value as the residual maturity is less than one year and the fair value approximates the carrying amount.

Payables under repurchase agreements:

The carrying amount is presented as the fair value as the fair value is deemed to approximate the carrying amount since the interest rate is the floating
interest rate which reflects the market interest rate due to the short-term nature.

Borrowed money:

The fair value of borrowed money with floating interest rates is presented using the carrying amount as the fair value approximates the carrying amount
since the interest rate reflects the market interest rate due to the short-term nature and the credit situation of the Group does not vary significantly after
executing the borrowing. The fair value of borrowed money with fixed interest rates is computed, by discounting the aggregate value of principal and
interest at the interest rate assumed if the same borrowing were newly executed, for each category of type of maturities. As for the borrowed money
whose maturity is less than one year, the carrying amount is presented as the fair value as the fair value approximates the carrying amount.

Derivative transactions
For derivative transactions, see Note 25, “DERIVATIVE TRANSACTIONS.”

(Note 2) The table below summarizes financial instruments whose fair value is extremely difficult to estimate. Note that these instruments are not
included in the above table regarding the fair value of financial instruments.

Carrying amount

Thousands of

Millions of yen U.S. dollars
T A —— —————— e
Unlisted equity SECUMES (*1) (F2) 1.vviiiiiiiiiii et 1,688 ¥ 1,690 $ 15,247
Bonds denominated in foreign currencies (*1) - 1,088 -
Investment in PartNErships (*3) ....ccveeeiiie e 10,071 8,988 90,967
TOTAL. et ¥ 11,760 ¥ 11,767 $ 106,223

(*1) The fair value of unlisted equity securities and bonds denominated in foreign currencies is not disclosed, since there were no market prices and it was extremely difficult to estimate the fair values.
(*2) No impairment loss was recognized for the fiscal year ended March 31, 2020. In the current consolidated fiscal year, an impairment loss of ¥1 million ($9 thousand) has been recognized for unlisted
shares.

(*3) The fair value of unlisted equity securities among investment in partnerships is not disclosed since there were no market prices and it was extremely difficult to estimate the fair values.

(Note 3) Redemption schedule of monetary claims and securities with maturities

Millions of yen

2021

Due after one Due after three Due after five Due after seven

Due within one Due after ten

year through years through years through  years through ten
o 25 three years five years seven years years years

Due from banks ¥ — ¥ — ¥ - ¥ - ¥ -
Debt purchased - - - - -
SECUNMEIES ©oeeeiieiiiiie et 128,542 62,525 18,069 207,673 227,102
Held-to-maturity debt securities 17,820 9,917 936 — —
BONAS..oiiiiiiiiee e 17,820 9,917 936 - —
o e 56206 110721 52608 17133 207673 227,102
Japanese government bonds............c.ccceeeenee. 31,500 27,000 40,000 - 5,000 33,500
Japanese local government bonds.................. 18,215 26,638 6,282 1,062 134,183 2,647
Corporate bonds 3,405 43,794 6,326 5,000 3,000 156,859
Oher v 3,115 13,288 - 11,071 65,490 34,095
Loans and bills discounted (*) .......coovveviiiieniiineennnns 437,805 715,438 622,734 406,843 400,465 860,514
TOtal i ¥ 1,641,574 ¥ 843,980 ¥ 685260 ¥ 424913 ¥ 608,139 ¥ 1,087,616
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Due within one

Due after one
year through

Millions of yen

2020

Due after three
years through

Due after five

years through

Due after seven
years through ten

Due after ten

year or less three years five years seven years years years

Due from banks........cooviieiiiieiiiieeiee e ¥ 693,798 ¥ - ¥ — ¥ — ¥ — ¥ —
Debt purchased.... 2,412 — — — — —
SECUNMEIES vvvveeiiiiee ettt 143,151 122,343 113,255 7,963 179,072 191,618
Held-to-maturity debt securities............ccccovvens 5,129 12,612 8,354 1,579 — —
BONAS....ciiiiiiiiiiieee 5,129 12,612 8,354 1,579 — —
e 198021 100730 104,900 6383 179072 191618
Japanese government bonds............cccceveeens 57,500 44,000 54,500 — 5,000 —
Japanese local government bonds.................. 15,123 22,411 24,597 4,544 104,157 3,088
Corporate bonds 29,310 38,296 14,425 404 7,700 147,788
OtNEI i 36,088 5,023 11,377 1,434 62,215 40,741
Loans and bills discounted () .......coovvveeiiieeiiineninns 448,640 644,659 519,682 356,700 331,142 814,900
TOAl vt ¥ 1,288,003 ¥ 767,002 ¥ 632,938 ¥ 364,663 ¥ 510,214 ¥ 1,006,518

Due within one

Due after one

Thousands of U.S. dollars

2021

Due after five

Due after three

Due after seven

Due after ten

workss i versiin st vesstogie s
DUE from DaNKS ......cocvveeieiieieee e $10,277,228 $ - $ - $ - $ - $ -
Debt purchased............oveeiiiiiiiiiiiiiiee s 16,502 - — — — —
SECUNMTIES vttt 579,423 1,161,069 564,763 163,210 1,875,828 2,051,323
71,465 160,961 89,576 8,454 - -
71,465 160,961 89,576 8,454 - -
507,957 1,000,099 475,187 154,755 1,875,828 2,051,323
284,527 243,880 361,304 - 45,163 302,592
164,528 240,610 56,742 9,592 1,212,022 23,909
30,756 395,574 57,140 45,163 27,097 1,416,845
28,136 120,025 - 100,000 591,545 307,966
3,954,520 6,462,270 5,624,911 3,674,853 3,617,243 7,772,685
$14,827,693 $ 7,623,340 $ 6,189,684 $ 3,838,072 $ 5,493,081 $ 9,824,008

(*) Loans from “bankrupt,” “effectively bankrupt” and “likely to become bankrupt” borrowers, which are not expected to be repaid, amounting to ¥36,696 million ($331,461 thousand) and ¥27,421

million at March 31, 2021 and 2020, respectively, are not included.

Loans whose payment terms were not determined amounting to ¥306,379 million ($2,767,401 thousand) and ¥304,129 million at March 31, 2021 and 2020, respectively, are not included.

(Note 4) Redemption schedule of bonds payable, borrowed money and interest bearing liabilities

Due within one

Due after one

Millions of yen

2021

Due after five

Due after three

Due after seven

Due after ten

year through years through years through  years through ten
el three years five years seven years years years
DEPOSIES () +etvveeeiiiie ettt ¥ 5,023,510 ¥ 366,353 ¥ 50,104 ¥ - ¥ — ¥ —
Negotiable certificates of deposits ...........cceveveeee. 4,040 - - - - -
Call money and bills SOId ........ccccovieiiviiiiiiiiiicne, - - - - - -
Payables under repurchase agreements................. 37,077 - - - - —
Payables under securities lending transactions........ 106,465 - — — — -
Borrowed money 415,634 22,861 185,965 25 2,214 -
TOMA it ¥ 5,686,727 ¥ 389,215 ¥ 236,069 ¥ 25 ¥ 2,214 ¥ -
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Millions of yen

Due within one

Due after one
year through

2020

Due after three
years through

Due after seven
years through ten

Due after five

years through Due after ten

year or less three years five years seven years years years
DEPOSIES (*) et ¥ 4576,383 ¥ 412,539 ¥ 40,837 ¥ — ¥ — ¥ —
Negotiable certificates of deposits .. 7,370 — — - - -
Call money and bills SOId .......c..ceeviiveeiiieeeiiee e 5,441 — — — — —
Payables under repurchase agreements ................. 14,146 28,328 — — — —
Payables under securities lending transactions........ 135,144 — — - - —
Borrowed MONEY .........ccovviiieiiiiiiiiiice 71,103 63,385 973 76 — —
TOTAl e ¥ 4,809,589 ¥ 504,253 ¥ 41,810 ¥ 76 ¥ — ¥ -

Thousands of U.S. dollars

Due within one

Due after one
year through

2021

Due after three
years through

Due after seven
years through ten

Due after five

years through Due after ten

gt ol ez three years five years seven years years years

DEPOSIES () 1eeeiiiee ettt $ 45,375,395 $ 3,309,122 $ 452,569 $ ) - 8 =
Negotiable certificates of deposits ..........ccceevvvrerns 36,491 - - - — -
Call money and bills SOId .........coovieiiiiiiiiiiieiieee - - - - - -
Payables under repurchase agreements.................. 334,901 - - - - -
Payables under securities lending transactions........ 961,656 — — — — —
Borrowed Money ........ccceeoiiiieiiiieiiiee e 3,754,258 206,494 1,679,748 225 19,998 -

$ 50,462,713 $ 3,515,626 $ 2,132,318 $ 225 $ 19,998 $ =

(*) Demand deposits are included in “Due within one year or less.”

24. SECURITIES AND MONEY HELD IN TRUST

The securities in this note include “Trading account securities” and beneficial trust interests under “Debt purchased,” in addition to “Securities”

classified on the consolidated balance sheets.

(1) Information on trading account securities and securities with available fair values at March 31, 2021 and 2020 was as follows:

(a) Trading securities
Not applicable for the years ended March 31, 2021 and 2020

(b) Held-to-maturity debt securities

Millions of yen

2021

Carrying amount Fair value Unrealized gains (losses)

Fair value exceeding carrying amount:

COorporate DONAS ......vvviiiii et ¥ 33,128 ¥ 33,191 ¥ 62
SUBTOTAL ... ¥ 33,128 ¥ 33,191 b/ 62

Fair value not exceeding carrying amount:

COrporate DONAS ......ccoviiiiiiiiii e ¥ 3,458 ¥ 3,443 ¥ (14)
SUBTOTAL ... ¥ 3,458 ¥ 3,443 ¥ (14)
TOAL et ¥ 36,586 ¥ 36,634 ¥ 48

Millions of yen

2020

Carrying amount Fair value Unrealized gains (losses)

Fair value exceeding carrying amount:
Corporate PONAS ......vvviiiiie e ¥ 25,268 ¥ 25,343 ¥ 74
SUBTOtaAlL ... ¥ 25,268 ¥ 25,343 ¥ 74
Fair value not exceeding carrying amount:
Corporate DONAS ....c.vvvi i ¥ 2,408 ¥ 2,392 ¥ (15)
SUBTOTAL ... ¥ 2,408 ¥ 2,392 ¥ (15)

27,676 ¥ 27,736 59
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Thousands of U.S. dollars

2021

Carrying amount Fair value Unrealized gains (losses)

Fair value exceeding carrying amount:

COrporate DONAS .......voveeeieciceeeec e $ 299,232 $ 299,801 $ 560
SUBLOTaAL ..o $ 299,232 $ 299,801 $ 560
Fair value not exceeding carrying amount:

COrporate DONAS .......veeeeeiicieeeeeeeee e $ 31,234 $ 31,099 $ (126)
SUBLOTAL .. $ 31,234 $ 31,099 $ (126)
TOMAI i $ 330,466 $ 330,900 $ 433

(c) Available-for-sale securities

Millions of yen

2021

Carrying amount Acquisition cost Unrealized gains (losses)
Carrying amount exceeding acquisition cost:
SEOCKS -ttt ¥ 79,031 ¥ 36,336 ¥ 42,695
BONAS . 330,549 326,506 4,042
Japanese government BONAS .........ccceeiiiiiiiiiieeiieeei e 100,423 98,672 1,750
Japanese local government boNds ..........ccovvvveeiiiieeiiiee e 101,588 100,662 925
Japanese corporate PONAS ........cvvvveiiiiiiiiie 128,538 127,171 1,366
ONBIS e 500,188 491,264 8,924
Foreign securities iNCIUdEd..........coouiiiiiiiiiiiici e 62,643 60,797 1,846
SUDTOTALL ..t ¥ 909,769 ¥ 854,107 ¥ 55,662
Carrying amount not exceeding acquisition cost:
SHEOCKS -ttt ¥ 1,202 ¥ 1,302 ¥ (100)
BONAS ..ttt 218,746 219,728 (982)
Japanese government DONAS ........ocoivvveiiiieeiiiee e 38,038 38,401 (363)
Japanese local government bonds ..........ccccevviiiieiiiiniiiieenn, 88,092 88,384 (292)
Japanese corporate bonds..........evviieiiiiiiiii 92,616 92,942 (325)
OFNEIS .o 250,296 263,444 (13,148)
Foreign securities iNCIUAEd..........ccovieiiiiieiiieece e 73,980 79,644 (5,664)
SUBTOTAL ... ¥ 470,245 ¥ 484,476 ¥ (14,230)
TOTAL e ¥ 1,380,014 ¥ 1,338,583 ¥ 41,431

Millions of yen

2020

Carrying amount Acquisition cost Unrealized gains (losses)
Carrying amount exceeding acquisition cost:
SEOCKS . ¥ 50,294 ¥ 26,240 ¥ 24,053
BONAS 1t 467,090 460,897 6,193
Japanese government DONAS ........ccovveviiieeniiie e 164,170 161,253 2,916
Japanese local government bONAS ..........cccevvvvieiiiiiiiiiiciieeee 109,391 107,953 1,437
Japanese corporate DONAS .........eeeiiiiiiiiieiii e 193,628 191,690 1,838
Others oo 232,377 227,605 4,772
Foreign securities included 108,771 105,648 3,123
SUBLOTAL ... ¥ 749,762 ¥ 714,743 ¥ 35,019
Carrying amount not exceeding acquisition cost:
SHTOCKS ... ¥ 10,387 ¥ 11,894 ¥ (1,507)
BONAS < 111,972 112,577 (604)
Japanese government DONAS .........coiviiiiiiiiiiic — - -
Japanese local government bonds ...........cceeiiiiiiiiiiininen, 65,722 65,987 (2695)
Japanese corporate boNdS ..........ccveeviiiiiiiiiiiii 46,250 46,589 (339)
OFNEIS . 428,779 459,187 (30,407)
Foreign securities iNCIUdEd...........ccoieiiiiiiiiii e 66,596 72,962 (6,366)
SUBLOTAL....ciiiii ¥ 551,139 ¥ 583,659 ¥ (32,519)
TORAL 1 ¥ 1,300,902 ¥ 1,298,402 ¥ 2,499

64 Nanto Report 2021, the integrated report of Nanto Bank



Thousands of U.S. dollars

2021

Carrying amount Acquisition cost Unrealized gains (losses)
Carrying amount exceeding acquisition cost:
SEOCKS .ttt $ 713,856 $ 328,208 $ 385,647
Bonds ..o . 2,985,719 2,949,200 36,509
Japanese government bonds .........cccoovieiiiiiiiiiii 907,081 891,265 15,807
Japanese local government bonds .........ccccveeviveeeiiiiiiiiee i 917,604 909,240 8,355
Japanese corporate DONAS.........uvvvvieiiiiiiiicc e 1,161,033 1,148,685 12,338
OFNBIS e 4,518,001 4,437,394 80,606
Foreign securities iNClUded..........ocoviiiiiiiiiie e 565,829 549,155 16,674
SUDTOTaAL ... $ 8,217,586 $ 7,714,813 $ 502,773
Carrying amount not exceeding acquisition cost:
STOCKS .ttt $ 10,857 $ 11,760 $ (903)
BONAS L. 1,975,846 1,984,716 (8,870)
Japanese government bonds .........ccceiiiiiiiiiiiici 343,582 346,861 (3,278)
Japanese local government bonds ..........ccceeviviiiiiiiiiieiieinn 795,700 798,338 (2,637)
Japanese corporate boNds .........cccovviiiiiiiiii 836,563 839,508 (2,935)
Others .....coovevveiiiiiieiees . 2,260,825 2,379,586 (118,760)
Foreign securities iNCIUdEd..........cocvviiiieiiiiiee e 668,232 719,393 (51,160)
SUBTOTAL ..t $ 4,247,538 $ 4,376,081 $ (128,534)
TOTAL e $ 12,465,125 $ 12,090,895 $ 374,229

The securities loaned under unsecured securities lending transactions are included in Japanese government bonds under “Securities” in the amount of
¥40,582 million ($366,561 thousand) and ¥39,567 at March 31, 2021 and 2020, respectively.

(2) Held-to-maturity debt securities sold for the fiscal years ended March 31, 2021 and 2020

Millions of yen

2021

Sales amount Gains on sales Losses on sales
BONS oo ¥ 175 ¥ 0 ¥ —
Japanese corporate DONAS ..........eeeiiiiiiiiiiiiii 175 0 —
TOMAL e ¥ 175 ¥ 0 ¥ —

Millions of yen

2020

Sales amount Gains on sales Losses on sales
¥ 107 ¥ 0 ¥ —
107 0 -

¥ 107 ¥ 0 ¥ .

Thousands of U.S. dollars

2021

Sales amount Gains on sales Losses on sales

BONAS ...ttt $ 1,580 $ 0 $ -
Japanese corporate DONAS ........c.eveiiiiiiiiiiiiii 1,580 0 -
TOAL e $ 1,580 $ 0 $ -

(Reason for sale) Sales of Japanese corporate bonds comprise retirement by purchase of private bonds.

(3) Available-for-sale securities sold for the fiscal years ended March 31, 2021 and 2020

Millions of yen

2021

Sales amount Gains on sales Losses on sales
SEOCKS .ttt ¥ 5,790 ¥ 1,399 ¥ 128
BONAS L. 82,968 219 0
Japanese government DONAS .........ooovveiiiiieiiiiie 82,681 219 —
Japanese local government DoNdS .........ccceevviiiiiiiiiiiiiiein 179 - 0
Japanese corporate bonds . 107 - 0
ONEIS e 291,086 5,735 6,195
Foreign securities iNCIUdEd..........ccovieiiiiiiiie e 241,444 4,787 629
TOTAI e ¥ 379,845 ¥ 7,354 ¥ 6,324
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Millions of yen

2020

Sales amount Gains on sales Losses on sales

STOCKS -ttt ¥ 26,126 ¥ 6,319 ¥ 1,961
BONAS e 71,936 174 0
Japanese government bonds ..........ccccvviviieiiiiiicii 71,559 174 -
Japanese local government bonds .........coccvevvieeiiiieeiiee e, 179 — 0
Japanese corporate boNAS.........uvvviiveiiiiiiiiieece e 196 0 0
ONBIS e 200,975 7,762 4,427
Foreign securities inCluded...........ccccoiiiiiiiiiiiiii 147,661 5,025 265
TOMAL e ¥ 299,038 ¥ 14,256 ¥ 6,388

Thousands of U.S. dollars

2021

Sales amount Gains on sales Losses on sales
SHOCKS -1ttt $ 52,298 $ 12,636 $ 1,156
BONAS s 749,417 1,978 0
Japanese government DONAS .........cccooiiiiiiiiiiiicc 746,825 1,978 -
Japanese local government bONAS ..........cccevvieiiiiciiiiciieeee 1,616 - 0
Japanese corporate boNnds..........cccccviiiiiiiiiiiiiic 966 - 0
Others ....ocivieecceeeeeecee e 2,629,265 51,802 55,957
Foreign securities included 2,180,868 43,239 5,681
TOMAL et $ 3,430,990 $ 66,425 $ 57,122

(4) Information on money held in trust at March 31, 2021 and 2020 was as follows:

Money held in trust for trading purposes
Thousands of

Millions of yen U.S. dollars
T g o
Carrying amount (faIr VAIUE)...........cooiiiiiiiiiiii et ¥ 38,000 ¥ 38,000 $ 343,239
Amount of net unrealized gains (losses) included in the statements of income........... (58) 71 (523)

Other money held in trust for purposes other than investment or holding to maturity
Thousands of

Millions of yen U.S. dollars
T —————————————— T
(@7l aY/aTe = aale U o] R TURUSRR 2,500 ¥ 1,470 $ 22,581
ACQUISITION COST 1ttt e et e e e et a e e e e e eeee s 2,500 1,470 22,581
DIfFEIENCE vt e e e — — -
UNrealized GaIN .......viiiiiiiici e - - -
UNFEAIIZEA IOSS 1.ttt ettt e et e e e e e aae e - - -

The principal amount in trust with contracts to compensate losses on the principal was as follows:
Thousands of

Millions of yen U.S. dollars
T ——————————E L
MIONEY TN ETUST ...ttt ettt ettt et e et s et e et et e e e aaean 6,265 ¥ 6,763 $ 56,589

(5) The components of the valuation difference on available-for-sale securities recorded under net assets at March 31, 2021 and 2020 were

as follows:
Thousands of

Millions of yen U.S. dollars
T ————————————— . e
Valuation AIffErENCE ......cviiie it 41,431 ¥ 2,499 $ 374,229
Deferred tax assets or deferred tax abilities..........cccoviiiiiiiiiieccc e (10,209) 857 (92,213)
Amounts equivalent to difference on available-for-sale securities.............cccceevvveeen. ¥ 31,221 ¥ 3,357 $ 282,007
Noncontrolling interests adjustment ...........ccccoiiiiiiiiii - - -
Valuation difference on available-for-sale SECUNties ...........covvvvvviiiiiiiiiiiiieceeeci ¥ 31,221 ¥ 3,357 $ 282,007

(6) Securities reclassified for the fiscal years ended March 31, 2021 and 2020
Not applicable.
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(7) Impairment loss on securities

In the event that the fair value of securities, except trading securities, with available fair values declines significantly from the acquisition cost and the fair
value is not expected to recover, such securities are stated at fair value and the difference between the fair value and the acquisition cost is recognized
as loss in the period of the decline (“impairment loss”). The fair value is regarded as “significantly declined” when (i) the fair value as of the end of the
fiscal year has declined by more than 50% of the acquisition cost or (i) the fair value as of the end of the fiscal year has declined by more than 30%

but less than 50% of the acquisition cost and is not expected to recover within one year. The Bank recognized impairment loss of ¥33 million ($298
thousand) on stocks for the fiscal year ended March 31, 2021. The Bank recognized impairment loss of ¥1,126 million on stocks for the fiscal year
ended March 31, 2020.

25. DERIVATIVE TRANSACTIONS

(1) Derivative contracts to which hedge accounting is not applied

With respect to derivatives to which hedge accounting is not applied, the contract amount or notional principal amount defined in the contract, fair

value, unrealized gains (losses) and the method used to calculate fair value by transaction type as of March 31, 2021 and 2020 were as follows.
Note that the contract amount does not represent the market risk exposure of the derivative transactions themselves.

(a) Interest rate related transactions

Millions of yen

2021

Contract amount due Unrealized gains

Category Transaction type Contract amount after one year Fair value (losses)
Exchange Interest rate futures
transactions = = = =
Over-the-counter Forward rate agreements
transactions = = = =
Interest rate swaps
Receive fixed rate/pay floating rate ................. ¥ 25,445 ¥ 25,445 ¥ 257 ¥ 257
Receive floating rate/pay fixed rate ................. 28,084 27,758 (102) (102)
Receive floating rate/pay floating rate.............. - - - -
Interest rate options
¥ - ¥ - ¥ 154 ¥ 154

Millions of yen

2020

Contract amount due

Unrealized gains

Category Transaction type Contract amount after one year Fair value (losses)
Exchange Interest rate futures
transactions — — — _
Over-the-counter Forward rate agreements
transactions SOl — — — _
BOoUGNt o — — _ _
Interest rate swaps
Receive fixed rate/pay floating rate ................. ¥ 9,123 ¥ 9,123 ¥ 127 ¥ 127
Receive floating rate/pay fixed rate ................. 10,426 10,426 (96) (96)
Receive floating rate/pay floating rate.............. — — — _
Interest rate options
¥ - ¥ — ¥ 30 ¥ 30

Nanto Report 2021, the integrated report of Nanto Bank

67



Financial Data
Consolidated Financial Statements

Thousands of U.S. dollars

2021

Contract amount due Unrealized gains
Category Transaction type Contract amount after one year Fair value (losses)
Exchange Interest rate futures
transactions - = - —
Over-the-counter Forward rate agreements
transactions SOttt - = = —
BOUGNT ..o — = = —
Interest rate swaps
Receive fixed rate/pay floating rate ... . $ 229,834 $ 229,834 $ 2,321 $ 2,321
Receive floating rate/pay fixed rate ................. 253,671 250,727 (921) (921)
Receive floating rate/pay floating rate.............. — — = —
Interest rate options
SOl i - = — —
BOUGNt e - = = —
Other
SOl — = — —
BOUGNt .o - = = =
TOTAL e $ - $ - $ 1,391 $ 1,391

Notes: 1. The above transactions are measured at fair value, and unrealized gains (losses), except as in Note 3, are recognized in the consolidated statements of income.
2.The fair values of exchange transactions are based on the closing prices on the Tokyo Financial Exchange Inc., etc.
The fair values of over-the-counter transactions are based on the discounted cash flow method, option pricing model, etc.
3.As of March 31, 2021 and 2020, “Receive floating rate/pay fixed rate” of interest rate swaps included the contract amount of ¥2,638 million ($23,828 thousand) and ¥1,303 million, fair value of
¥(87) million ($(786) thousand) and ¥(46) million and unrealized gains (losses) of ¥(87) million ($(785) thousand) and ¥(46) million, respectively, for which the application of hedge accounting was
cancelled since the requirements for hedge accounting were not met. Unrealized gains (losses) on “Receive floating rate/pay fixed rate” of ¥(118) million ($(1,065) thousand) and ¥(71) million at
March 31, 2021 and 2020, respectively, were deferred over the hedge period due to the cancellation.

(b) Currency related transactions

Millions of yen
Contract amount due Unrealized gains
Category Transaction type Contract amount after one year Fair value (losses)
Exchange Currency futures
transactions = = - -
Over-the-counter ¥ 514,988 ¥ 348,172 ¥ (1,148) ¥ (1,148)
transactions
19,079 8,801 (418) (418)
Bought 11,421 8,026 147 147
¥ — ¥ - ¥ (1,419) ¥ (1,419)
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Millions of yen

2020

Contract amount due Unrealized gains
Category Transaction type Contract amount after one year Fair value (losses)
Exchange Currency futures
transactions SOl — — — —
BOoUGNt .o — - - —
Currency options
SOl — - — —
BOUGNt 1. — - - —
Over-the-counter CUITENCY SWAPS ....coovvieiieiiiiaiieiiea e ¥ 444,048 ¥ 337,581 ¥ 263 ¥ 263
transactions Forward foreign exchange contracts
SOl i 20,702 9,576 (472) (472)
BOUGNE oo 24,994 7,889 588 588
Currency options
SOl i — — — —
BoUGht .o - — - -
Other
SOl it — — - -
BoUGNt oo — — - -
TOTAL e ¥ — ¥ — ¥ 379 ¥ 379
Thousands of U.S. dollars
Contract amount due Unrealized gains
Category Transaction type Contract amount after one year Fair value (losses)
Exchange Currency futures
transactions SOl - — — —
BoUGht .oveei - - - -
Currency options
SOl - - - -
Bought ..o - - - -
Over-the-counter CUITENCY SWADS .......ccveeveveriereereeieeeeiseiseeaeeeenns $ 4,651,684 $ 3,144,901 $ (10,369) $ (10,369)
transactions Forward foreign exchange contracts
172,333 79,495 (3,775) (3,775)
103,161 72,495 1,327 1,327
$ = $ = $ (12,817) $ (12,817)

Notes: 1. The above transactions are measured at fair value, and unrealized gains (losses) are recognized in the consolidated statements of income.
2.The fair values are based on the discounted present value, etc.

(c) Stock related transactions
None

(d) Bond related transactions
None

(e) Commodity related transactions
None

(f) Credit derivative transactions
None
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(2) Derivative contracts to which hedge accounting is applied
With respect to derivatives to which hedge accounting is applied, the contract amount or notional principal amount defined in the contract, fair value
and the method used to calculate fair value by transaction type and by hedge accounting method as of March 31, 2021 and 2020 were as follows. Note
that the contract amount does not represent the market risk exposure of the derivative transactions themselves.

(a) Interest rate related transactions

Millions of yen

2021

Contract amount due

Hedge accounting method  Transaction type Major hedged items Contract amount after one year Fair value
Fundamental method Interest rate swaps: Interest bearing
Receive fixed rate/pay assets and liabilities _ _ _
floating rate such as loans
Receive floating rate/pay and deposits
fixed rate and seourities ¥ 17,971 ¥ 17,971 ¥ 2,902
denominated in
Interest rate futures foreign currencies — _ _
Interest rate options — = —
Other = - —
Exceptional accounting Interest rate swaps -
method for interest rate thlactatlye f|x?d rate/pay _ _ _
oating rate
swaps Receive floating rate/pay _ _ _
fixed rate
Total — ¥ - ¥ - ¥ 2,902
Millions of yen
2020
Contract amount due
Hedge accounting method  Transaction type Major hedged items Contract amount after one year Fair value
Fundamental method Interest rate swaps: Interest bearing
Receive fixed rate/pay assets and liabilities _ _ _
floating rate such as loans and
Receive floating rate/pay deposits
fixed rate ¥ 4,807 ¥ 4,218 ¥ (172)
Interest rate futures — — —
Interest rate options — — —
Other — — _
Exceptional accounting Interest rate swaps -
method for interest rate thlactatlye f|x?d rate/pay _ _ _
oating rate
Swaps Receive floating rate/pay . _ _
fixed rate
Total — ¥ — ¥ — ¥ (172)

Thousands of U.S. dollars

2021

Contract amount due

Hedge accounting method  Transaction type Major hedged items Contract amount after one year Fair value
Fundamental method Interest rate swaps: Interest bearing
Receive fixed rate/pay assets and liabilities _ _ _
Rfé}()c?atii\sg ﬂrg;?ing rate/pay zﬁghdzs g)satgs
i
fixed rate and segurities W $ 162,324 $ 26212
denominated in
Interest rate futures foreign currencies - _ _
Interest rate options — = —
Other = = —
Exceptional accounting Interest rate swaps -
method for interest rate Rf(lactatiye fix?d rate/pay _ _ _
swaps Re%%il\;]g f:’ga?ing rate/pay _ _ _
fixed rate
Total — $ — $ — $ 26,212

Notes: 1.Gain/loss on the above contracts is deferred until maturity of the hedged items under the fundamental method in accordance with the “Treatment for Accounting and Auditing of Application of
Accounting Standard for Financial Instruments in the Banking Industry” (JICPA Industry Audit Committee Report No. 24, February 13, 2002).

2.The fair values of exchange transactions are based on the closing prices on the Tokyo Financial Exchange Inc., etc.

The fair values of over-the-counter transactions are based on the discounted cash flow method, option pricing model, etc.
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(b) Currency related transactions
None

(c) Stock related transactions
None

(d) Bond related transactions
None

26. PROJECTED BENEFIT OBLIGATIONS

(1) Outline of employees’ retirement allowance

The Bank provides a non-contributory unfunded lump-sum retirement allowance plan, a funded defined benefit pension plan, and a funded defined
contribution pension plan for employees.

On April 1, 2018, the Bank transferred its defined benefit pension plans to risk sharing pension plans and defined contribution pension plans
classified as a defined contribution plan provided in Paragraph 4 of “Accounting Standard for Retirement Benefits” (ASBJ Statement No. 26, December
16, 2016). In addition, a plan similar to a cash balance plan has been introduced to some of the employees subject to the risk sharing pension plans.

In addition to the amounts that are equivalent to standard contributions, the Bank makes contributions to risk sharing pension plans that are
commensurate with risks as prescribed in the plan terms. Benefits from the risk sharing pension plans increase or decrease each fiscal year based on
the assets of the pension plan.

Under the plan similar to a cash balance plan, a virtual individual account balance corresponding to the funded amounts and source of pension
funds will be set up for each participant, and after retirement, interest principally based on market interest rate trends will be credited to the balance.

Twelve consolidated subsidiaries have non-contributory unfunded lump-sum retirement allowance plans as defined benefit plans and apply the
simplified method in the calculation of their liability for retirement benefits and retirement benefit costs using the method in which the necessary amounts
to be paid for retirement benefits on a voluntary basis is regarded as the retirement benefit obligations.

Certain consolidated subsidiaries participate in the Smaller Enterprise Retirement Allowance Mutual Aid Scheme (the “SERAMA Scheme”).

(2) Defined benefit plans

(@) Movement in projected benefit obligations
Thousands of

Millions of yen U.S. dollars
) - s N
Balance at the beginning of the fiscal Year .........ccccccvvviiiiiie i i 12,028 11,324 $ 108,644

SBIVICE COSE ..ttt et e e e e e e 645 671 5,826
Interest cost............ e 80 77 722
Actuarial (GaIN) IOSS ....uveieiiiiie ittt 72 325 650
BENEFILS PAIA. ... eiiiiiiie e (754) (603) (6,810)
PaSt SEIVICE COSL...ciiiiiiiiiii e - 232 —
Increase due to NEW CONSOlIAAtION ... ..ccivviiiiiieecicie e — — —
Balance at the end of the fisCal Year..........ccoiiiiiiiiiii e i 12,072 ¥ 12,028 $ 109,041

Note: Plans based on the simplified method have been included in the above.

(b) Movements in plan assets

The previous consolidated fiscal year (from April 1, 2019 to March 31, 2020)
Not applicable.

The current consolidated fiscal year (from April 1, 2020 to March 31, 2021)
Not applicable.

(c) Reconciliation from projected benefit obligations and plan assets to liability (asset) for retirement benefits
Thousands of

Millions of yen U.S. dollars

Funded projected benefit OblIGAtIoNS .......ccvviieiiiii i i 415 ¥ 380 $ 3,748
PlaN @SSEES 1.ttt e — — —
Funded assets under the SERAMA SCheME .........cooiuiiiiiiiiiiiiiec e (199) (185) (1,797)

216 195 1,951
Unfunded projected benefit 0bligationS ..........ccoiviiiiiiiiiii e 11,656 11,647 105,284
Net liability for retirement benefits recorded on the consolidated balance sheet......... ¥ 11,872 ¥ 11,842 $ 107,235
Liability for retirement DENEfILS ......c..viiiiiiiii Y 11,872 ¥ 11,842 $ 107,235
Asset for retiremMent DENETIS ......vvvviiiiicec s - — -
Net liability for retirement benefits recorded on the consolidated balance sheet......... ¥ 11,872 ¥ 11,842 $ 107,235

Note: Plans based on the simplified method have been included in the above.
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(d) Retirement benefit costs
Thousands of

Millions of yen U.S. dollars
 r—————————————————— e e
SBIVICE COST vttt ettt ettt ettt ettt ettt te e e et et et ereaaea $ 5,826
INEEIEST COST . ittt e 80 77 722
Expected return ONn plan @SSELS.......uuii i - — -
Net actuarial 0SS @amOrtization .............eiiiiiiiiiii e 230 181 2,077
Amortization Of PaSt SENVICE COST ...viiiuiiiiiiiiie ettt - 232 -
Total retirement benefit costs ¥ 956 ¥ 1,163 $ 8,635

Note: Retirement benefit costs of consolidated subsidiaries which have applied the simplified method are included in “Service cost.”

(e) Adjustments for retirement benefits

The components of adjustments for retirement benefits (before tax effect) were as follows:
Thousands of

Millions of yen U.S. dollars
o | o0
Actuarial Gain (I0SS) .....vviuiiiiieiii i 158 ¥ 1,427
TOAl. ettt s ettt ettt ettt e et ¥ 158 ¥ (1 43) $ 1,427

(f) Accumulated adjustments for retirement benefits

The components of accumulated adjustments for retirement benefits (before tax effect) were as follows:
Thousands of

Millions of yen U.S. dollars
T ————————— e r
Unrecognized actuarial gain (loss) Y (988) ¥ (1,147) $ (8,924)
O et ¥ (988) ¥ (1,147) $ (8,924)

(g) Matters concerning pension assets

The previous consolidated fiscal year (from April 1, 2019 to March 31, 2020)
Not applicable.

The current consolidated fiscal year (from April 1, 2020 to March 31, 2021)
Not applicable.

(h) Actuarial assumptions
The principal actuarial assumptions for the fiscal years ended March 31, 2021 and 2020 were as follows:

T o | 0
DISCOUNT FALE ... 0.70% 0.70%
Long-term expected rate of retumn.... —% —%
Estimated rate of increase in salary 2.50% 2.50%

(3) Defined contribution plans

(a) Retirement benefit costs for defined contribution plans

The Bank’s required contributions to the defined contribution plans were ¥648 million in the previous consolidated fiscal year and ¥661 million ($5,970
thousand) in the current consolidated fiscal year.

(b) The amounts equivalent to contributions commensurate with risks

The contributions that are commensurate with risks required to be contributed from the next consolidated fiscal year onwards are ¥1,300 million
($11,742 thousand), and the number of years remaining for contributions equivalent to the contributions that are commensurate with risks is eight and
a half years.
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27. STOCK OPTIONS

(a) Items and amounts expensed related to stock options

(b) Stock options outstanding at March 31, 2021
a. Outline of stock options
Beneficiaries qualifying for stock option rights are entitled to acquire shares of common stock upon the exercise of their rights. The following table
summarizes the number of shares upon exercise of the stock option rights granted by the Bank outstanding at March 31, 2021:

Millions of yen

Thousands of
U.S. dollars

General and administrative expenses

Number of
options granted Date of Exercise Exercise Vesting Target of
Stock options Persons granted (Note) grant price period conditions service period
2010 15 directors Common stock July 29, 2010 ¥1 From July 30, 2010  Not defined  Not defined
Stock Options of the Bank 9,440 shares ($0.00) to July 29, 2040
2011 14 directors Common stock July 29, 2011 ¥1 From July 30, 2011 Not defined  Not defined
Stock Options of the Bank 10,940 shares ($0.00) to July 29, 2041
2012 15 directors Common stock July 27, 2012 ¥1 From July 28, 2012  Not defined  Not defined
Stock Options of the Bank 13,620 shares ($0.00) to July 27, 2042
2013 15 directors Common stock July 26, 2013 ¥1 From July 27, 2013  Not defined  Not defined
Stock Options of the Bank 11,950 shares ($0.00) to July 26, 2043
2014 14 directors Common stock July 25, 2014 ¥1 From July 26, 2014  Not defined  Not defined
Stock Options (excluding 9,970 shares ($0.00) to July 25, 2044
outside directors)
of the Bank
2015 13 directors Common stock July 24, 2015 ¥1 From July 25, 2015  Not defined  Not defined
Stock Options (excluding 8,400 shares ($0.00) to July 24, 2045
outside directors)
of the Bank
2016 7 directors Common stock July 29, 2016 ¥1 From July 30, 2016 Not defined  Not defined
Stock Options (excluding 6,560 shares ($0.00) to July 29, 2046
outside directors)
of the Bank
2017 7 directors Common stock July 28, 2017 ¥1 From July 29, 2017 Not defined  Not defined
Stock Options (excluding 6,910 shares ($0.00) to July 28, 2047
outside directors)
of the Bank
2018 7 directors Common stock July 27, 2018 ¥1 From July 28, 2018  Not defined  Not defined
Stock Options (excluding 7,800 shares ($0.00) to July 27, 2048
outside directors)
of the Bank
2019 6 directors Common stock July 26, 2019 ¥1 From July 27, 2019  Not defined  Not defined
Stock Options (excluding 10,170 shares ($0.00) to July 26, 2049
outside directors)
of the Bank
2020 6 directors Common stock July 22, 2020 ¥1 From July 23, 2020  Not defined  Not defined
Stock Options (excluding 10,410 shares ($0.00) to July 22, 2050
outside directors)
of the Bank

Note: The number of stock options has been converted to the number of shares after the one-for-ten reverse stock split implemented on October 1, 2016.
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b. Stock option activity:
1) Number of stock options

Number of shares

I 1 O e o e o o
Stock Options | Stock Options | Stock Options | Stock Options | Stock Options | Stock Options | Stock Options | Stock Options | Stock Options | Stock Options | Stock Options
Nonvested
March 31, 2020 - Qutstanding..... - — - - — - - - - 2,543 —
Granted.... — — — — — — — — — — 10,410
Forfeited.......coocvviviiiiiiiins — — — — — — — — — — —
Vested. ..o — — — — — — — — — 2,543 7,807
March 31, 2021 - Qutstanding..... - — - - — - - - - — 2,603
Vested
March 31, 2020 - Outstanding..... 1,520 1,950 2,290 2,030 1,840 2,030 2,430 3,250 4,580 7,627 —
Vested.....ooovviviiieiiiis — — — — — — — — — 2,543 7,807
Exercised . 930 1,210 1,420 1,260 1,090 980 1,170 1,240 1,400 1,970 —
Forfeited.......coccvviiiiiiiiin — — — — — — — — — — —
March 31, 2021 - Outstanding..... 590 740 870 770 750 1,050 1,260 2,010 3,180 8,200 7,807

Note: The number of stock options has been converted to the number of shares after the one-for-ten reverse stock split implemented on October 1, 2016.
2) Price information

Yen
2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020
Stock Options | Stock Options | Stock Options | Stock Options | Stock Options | Stock Options | Stock Options | Stock Options | Stock Options | Stock Options | Stock Options
¥ 1 ¥ 1¥ 1¥ 1 ¥ 1¥ 1¥ 1 ¥ 1¥ 1¥ 1¥ 1

EXErcise price ......ccccovvvveeiivnenns

Average stock price at exercise date.... 2,116 2,116 2,116 2,116 2,116 2,116 2,116 2,116 2,116 2,116 -
Fair value price at grant date..... 4,410 3,860 3,030 3,720 4,010 3,970 3,660 2,861 2,663 1,787 1,485
U.S. dollars
I 0 P 0 7 e P e e
Stock Options | Stock Options | Stock Options | Stock Options | Stock Options | Stock Options | Stock Options | Stock Options | Stock Options | Stock Options | Stock Options
EXErCISE PriCe ..vcvvvvevivevereiaieine $ 000 % 000¢$% 000$ 000 % 000 % 000¢% 000 ¢ 000 $ 000 $ 000 $ 0.00
Average stock price at exercise date.... 19.11 19.11 19.11 19.11 19.11 19.11 19.11 19.11 19.11 19.11 —
Fair value price at grant date..... 39.83 34.87 27.37 33.60 36.22 35.86 33.06 25.84 24.05 16.14 13.41

Note: “Average stock price at exercise date” and “Fair value price at grant date” have been calculated after the one-for-ten reverse stock split implemented on October 1, 2016.

(c) Assumptions used to measure the fair value of stock options
The assumptions used to measure the fair value of 2020 Stock Options granted in the fiscal year ended March 31, 2021 were as follows:
1) The Black-Scholes option pricing model was used as a measurement method.
2) Assumptions used for the Black-Scholes option pricing model:
1. Volatility of stock price: 29.46% calculated using the market price of the Bank’s stock from November 2011 to July 2020.
2. Estimated remaining outstanding period: 8.7 years, which was the average remaining tenure of directors at the date of issue, determined by
the average time from appointment to retirement and from appointment to the date of issue.
3. Estimated dividend: ¥80 per share, which was calculated based on the actual amount of dividends for the fiscal year ended March 31, 2020.
4. Risk-free interest rate: (0.05) %, determined using the yield of national bonds equivalent to the estimated remaining outstanding period.

(d) Estimation method for the total number of vested stock option rights

The total number of stock option rights issued is deemed to reflect the actual number of stock option rights expired due to difficulties in estimating
reasonably the number of stock option rights that will expire in the future.
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28. INCOME TAXES

The Group is subject to a number of taxes based on income, including corporation tax, inhabitants tax and enterprise tax, which, in the aggregate,
indicate a statutory tax rate in Japan of approximately 30.4 % for the fiscal years ended March 31, 2021 and 2020.

(1) Significant components of deferred tax assets and liabilities as of March 31, 2021 and 2020 were as follows:

Thousands of
Millions of yen U.S. dollars

Deferred tax assets:

Excess reserve for possible [0an [0SSES.........ccciiiiiiiiiiiiii ¥ 7,252 ¥ 7,020 $ 65,504
Liability for retirement DENEfitS ........cociiiiii e 3,619 3,609 32,689
DEPIECIATION. .ttt a e 737 812 6,657
Write-down OF [aNd.......oooiii 872 872 7,876
Loss on impairment Of fiXed @SSELS .....uciiiiiiiiiiie e 1,430 1,644 12,916
Valuation 10SS ON SECUMHIES ....vvveiiieiiiiiiiee et 2,757 2,792 24,902
Valuation difference on available-for-sale securities... — 857 —
TaX [0SS CAMMYTONWAITS ..ceieiiiiiiiet et e e e e e ra e e e 428 296 3,865
Deferred agains or [0SS€S 0N hedges .......cccueiiiiiiiiiiiiiiiicic e - 71 -
OB e 2,371 2,577 21,416
Subtotal deferred tax assets:.........cccvvviiiiiiiiiiii e 19,471 20,554 175,873
Valuation allowance pertaining to the tax loss carryforwards (Note 2) .............c...... (425) (293) (3,838)
ggluation allowance pertaining to the total of the deductible temporary (7,245) (7,595) (65,441)
HTEIENCE, BLC. .viiiiiiiie it e e e e as
Subtotal valuation allOWaNCE..........ccuviiiiiiie it (7,671) (7,889) (69,289)
Total deferred tax asSetS ...t 11,800 12,664 106,584
Deferred tax liabilities: ..o
Valuation difference on available-for-sale SECUMtIES.........ccovvieiiiieiiiiieiiieeeie s (10,209) — (92,213)
Deferred gains or [0SSES 0N NEAGES .......vveiiiiiiiiiiiiice s (877) — (7,921)
Other ..o, (63) (68) (569)
Total deferred tax liabilities: ................ccceeiiiiiii e (11,151) (68) (100,722)
Net deferred tax liabilities (NOte 1) ..o ¥ 649 ¥ 12,596 $ 5,862
Note 1: Net deferred tax assets (liabilities) as of March 31, 2021 and 2020 are included in the following accounts in the consolidated balance sheets:
Thousands of
Millions of yen U.S. dollars
T T ———— . .
DETEITEA 18X SSEES .. uviiiiiiiiiiiiie et e ettt et st e a e et e e et e e e e e e anaae e e 1,103 ¥ 12,611 $ 9,962
Deferred tax NabilItIES .....cc.vvvviiie e 454 15 4,100
Note 2: Amount of tax loss carryforwards and their deferred tax assets by the carryforward periods
Current consolidated fiscal year (March 31, 2021)
Millions of yen
Oneyear orless | 10 o vears |tough thros veers| through four vears | trough tvayears | Aterevears | Toia
Tax loss carryforwards (*) | ¥ — ¥ — ¥ — ¥ — ¥ — ¥ 428 ¥ 428
Valuation allowance — — — — — (425) (425)
Deferred tax assets — — — — - 3 3
(*) The tax loss carryforwards are the amounts multiplied by the statutory effective tax rate.
Previous consolidated fiscal year (March 31, 2020)
Millions of yen
Oneyear orless | 0 vears |tough thros veers| hrough four vears | tiough fvayears | AteTevears | Toia
Tax loss carryforwards (*) | ¥ — ¥ — ¥ — ¥ 2 ¥ — ¥ 293 ¥ 296
Valuation allowance — — — — — (293) (293)
Deferred tax assets — — — 2 — - 2
(*) The tax loss carryforwards are the amounts multiplied by the statutory effective tax rate.
Current consolidated fiscal year (March 31, 2021)
Thousands of U.S. dollars
Oneyear orless | o e v |tough thros veers| rough four vears | tiough fvayears | Aterevears | Toia
Tax loss carryforwards (*) | $ - $ — $ — $ — $ — $ 3,865 | $ 3,865
Valuation allowance — — — — — (3,838) (3,838)
Deferred tax assets — — — — — 27 27

(*) The tax loss carryforwards are the amounts multiplied by the statutory effective tax rate.
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(2) The following table summarizes the significant differences between the statutory tax rate and the effective tax rate for financial statement purposes
for the fiscal years ended March 31, 2021 and 2020:

STAIULONY TAX FAEE ...ttt 30.4% 30.4%
ValUBTION AlIOWENCE. ...ttt (1.4)% 14.4%
NON-AEAUCHIDIE EXPENSES .. .vviiiiie ettt e e ettt e e et e e et e e et e e e s st e e e snneeeesteaeeeneeens 0.1% 0.8%
[N (ola R F= = o] Sl [aleTo 0 1 YOS T PR SUPUPRPPRPPPN (0.7)% (2.4)%
Inhabitants tax on per Capita DASIS, BLC. .....iiiiiiiiiii e 0.4% 1.3%
(@107 TSP PR PR PRSPPSO 0.3% 1.2%

EffECHVE 18X FAIE ..ttt 29.2% 45.8%

29. SEGMENT AND RELATED INFORMATION

(1) Overview of the reportable segments

The Bank’s reportable segments are determined on the basis that separate financial information for such segments is available and examined
periodically by the Board of Directors to make decisions regarding the allocation of management resources and assess the business performance of
the segments within the Group. The Group’s main operations are banking services. The Bank also provides leasing services and operates securities
services, credit card services, and consulting services. The Group has divided its business operations into the two reportable segments of “Banking”
and “Leasing.”

(2) Basis of measurement for reported segment profit (loss), segment assets, segment liabilities and other material items

The accounting methods used for reportable business segments are presented in accordance with Note 2, “SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES.” The reportable segment profit figures are based on operating profit. Income arising from intersegment transactions is
based on arm’s length prices.

(3) Information about reportable segment profit (loss), segment assets, segment liabilities and other material items
Segment information for the fiscal years ended March 31, 2021 and 2020 is summarized as follows:

Millions of yen
Reportable segments
Banking Leasing Total Other Total Adjustment Consolidated

Ordinary income:

Outside customers ... ... ¥ 69,680 ¥ 8,458 ¥ 78,138 ¥ 2,960 ¥ 81,099 ¥ 98 ¥ 81,198

Intersegment INCOME ........oceviiiiiiiiiiiii 1,127 788 1,915 2,664 4,580 (4,580) -

TOtal i 70,808 9,246 80,054 5,625 85,680 (4,481) 81,198

Segment Profit.......cecoeci 14,967 382 15,350 1,294 16,644 (928) 15,715
SegMENt @SSELS....cvvviiiiiiiiiiee e 6,542,567 38,249 6,580,816 31,767 6,612,583 (52,351) 6,560,231
SEgMENt HADIHES . .v.ovvove e 6,260,077 33,573 6,293,651 13,357 6,307,008 (40,224) 6,266,784
Others:

Depreciation ..o 3,383 98 3,481 113 3,595 (20) 3,574

INterest INCOME .....cccvviiiiiiic 48,645 5 48,650 547 49,198 (1,077) 48,121

INterest eXPenSe .....cocvecvvvee i 1,264 84 1,348 7 1,355 (96) 1,258

Extraordinary gain........cccocoveeiiiiiiiiiiiee 92 - 92 0 93 (28) 64

Extraordinary 10SS .......coooviviiiviiiiiiiiiieceeis 444 0 444 4 449 - 449

TaX EXPENSE .eoevvvveeiniieeeiiieeaeieeeaiaeeanieae e 3,984 121 4,105 355 4,461 27 4,488

Increase in tangible and intangible fixed assets ...... 1,778 51 1,830 66 1,896 (44) 1,852
Notes: 1.Ordinary income (“Total income” less extraordinary gain included in “Other income” in the consolidated statements of income) is presented in place of net sales of operating companies of other

industry groups.

2.“Other” includes business segments which are not included in the reportable segments and comprises credit guarantees, real estate leasing and management, software development, credit
cards and securities.

3. Adjustments are as below:
(1) Adjustment of ordinary income for outside customers of ¥98 million is mainly the recovery of written-off claims included in “Others.”

)

) Adjustment of segment assets of negative ¥52,351 million is the elimination of intersegment transactions.

) Adjustment of segment liabilities of negative ¥40,224 million is the elimination of intersegment transactions and the adjustment of liability for retirement benefits.

) Adjustment of depreciation of negative ¥20 million is the elimination of intersegment transactions.

) Adjustment of interest income of negative ¥1,077 million is the elimination of intersegment transactions.

) Adjustment of interest expense of negative ¥96 million is the elimination of intersegment transactions.

) Adjustment of extraordinary gain of negative ¥28 million is the elimination of intersegment transactions.

9) Adjustment of tax expense of ¥27 million is the elimination of intersegment transactions.
(10) Adjustment of increase in tangible and intangible fixed assets of negative ¥44 million is the elimination of intersegment transactions.

4.Segment profit is reconciled to ordinary profit, which represents ordinary income less ordinary expenses. Ordinary expenses represent “Total expenses” less extraordinary loss included in “Other
expenses” in the consolidated statements of income. Therefore, consolidated segment profit, which shows ordinary profit, is reconciled to “Income before income taxes” through the addition/
deduction of extraordinary gain/loss, net.
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Millions of yen

Reportable segments

Banking Leasing Total Other Total Adjustment Consolidated
Ordinary income:
Outside CUSTOMETS .....vvveeiiiiieeiiie e ¥ 70972 ¥ 7,266 ¥ 78,238 ¥ 2,757 ¥ 80,996 ¥ 70 ¥ 81,066
Intersegment iINCOME ........coevviiiiiiiiiceiieeee, 1,103 873 1,976 2,112 4,089 (4,089) —
TOtal i 72,075 8,139 80,215 4,869 85,085 (4,018) 81,066
Segment Profit........ceeciiiii e 7,446 220 7,666 661 8,328 (494) 7,833
SegMENt ASSELS...ciiiviiiiiiiceiiie e 5,653,885 37,711 5,691,597 29,906 5,721,504 (50,574) 5,670,929
Segment liabilities .........coovveiiiiiiiii 5,409,452 33,246 5,442,698 11,509 5,454,208 (388,333) 5,415,875
Others:
Depreciation ........vvveveeeiiiieee e 3,485 122 3,608 134 3,742 46 3,788
Interest income 44,681 5 44,687 39 44,727 (568) 44,158
INterest eXPENSe .....cvvevvviveeiiiieee e 3,129 85 3,214 7 3,222 (107) 3,114
Extraordinary gain..........cccooiiiiiiiiiiiiiee, 21 - 21 — 21 - 21
Extraordinary 10SS ......ccccvvviiiiiiiiiiiiiiiiieiee e 1,862 0 1,862 121 1,983 ) 1,982
TaX BXPENSE ..vvvvivreeeeeiiiiiieee e e eeiiira e e e e e 2,282 69 2,351 341 2,692 0) 2,692
Increase in tangible and intangible fixed assets ...... 4,121 57 4,179 67 4,246 (80) 4,166

Notes: 1.Ordinary income (“Total income” less extraordinary gain included in “Other income” in the consolidated statements of income) is presented in place of net sales of operating companies of other

industry groups.

2.“Other” includes business segments which are not included in the reportable segments and comprises credit guarantees, real estate leasing and management, software development, credit

cards and securities.
3. Adjustments are as below:

(1) Adjustment of ordinary income for outside customers of ¥70 million is mainly the recovery of written-off claims included in “Others.”

(2) Adjustment of segment profit of negative ¥494 million is the elimination of intersegment transactions.
(3) Adjustment of segment assets of negative ¥50,574 million is the elimination of intersegment transactions.
(4) Adjustment of segment liabilities of negative ¥38,333 million is the elimination of intersegment transactions and the adjustment of liability for retirement benefits.

(6) Adjustment of interest income of negative ¥568 million is the elimination of intersegment transactions.
(7) Adjustment of interest expense of negative ¥107 million is the elimination of intersegment transactions.

)
)
)
(5) Adjustment of depreciation of ¥46 million is the elimination of intersegment transactions.
)
)
)

(8) Adjustment of extraordinary loss of negative ¥0 million is the elimination of intersegment transactions.
(9) Adjustment of tax expense of negative ¥O million is the elimination of intersegment transactions.

(10) Adjustment of increase in tangible and intangible fixed assets of negative ¥80 million is the elimination of intersegment transactions.
4.Segment profit is reconciled to ordinary profit, which represents ordinary income less ordinary expenses. Ordinary expenses represent “Total expenses” less extraordinary loss included in “Other
expenses” in the consolidated statements of income. Therefore, consolidated segment profit, which shows ordinary profit, is reconciled to “Income before income taxes” through the addition/

deduction of extraordinary gain/loss, net.

Thousands of U.S. dollars

Reportable segments

Banking Leasing Total Other Total Adjustment Consolidated
Ordinary income:
Outside CUSTOMENS ....c.veveviiieiiiiccieeie i $ 629,392 $ 76,397 $ 705,789 $ 26,736 $ 732,535 $ 885 $ 733,429
Intersegment iINCOME .....c..eeevviveeiiieeeiiiee e, 10,179 7117 17,297 24,062 41,369 (41,369) -
TOMl e 639,580 83,515 723,096 50,808 773,913 (40,475) 733,429
Segment Profit.......cccccvereiiereieeeeee e 135,191 3,450 138,650 11,688 150,338 (8,382) 141,947
SegmENt @SSEtS.......ciieieieieiee e 59,096,441 345,488 59,441,929 286,938 59,728,868 (472,866) 59,255,993
Segment liabilitieS .........c.coveevviiiiiiiiiiieciee 56,544,819 303,251 56,848,080 120,648 56,968,729 (363,327) 56,605,401
Others:
DEPIECIAtON ....vvevvevieiseiee e 30,557 885 31,442 1,020 32,472 (180) 32,282
INEreSt INCOME ...veovveiecieeiee e 439,391 45 439,436 4,940 444,386 (9,728) 434,658
INterest EXPENSE ....ocovvveiiiiieiiicee e 11,417 758 12,175 63 12,239 (867) 11,363
Extraordinary gain........ccccoceeviiiiiiiiiii 830 - 830 0 840 (252) 578
Extraordinary loss . 4,010 0 4,010 36 4,055 — 4,055
Tax expense .... 35,985 1,092 37,078 3,206 40,294 243 40,538
Increase in tangible 16,059 460 16,529 506 17,125 397) 16,728

and intangible fixed assets...........ccccveiiiniens

Notes: 1.Ordinary income (“Total income” less extraordinary gain included in “Other income” in the consolidated statements of income) is presented in place of net sales of operating companies of other

industry groups.

2."“Other” includes business segments which are not included in the reportable segments and comprises credit guarantees, real estate leasing and management, software development, credit

cards and securities.
3.Adjustments are as below:

(1) Adjustment of ordinary income for outside customers of $885 thousand is mainly the recovery of written-off claims included in “Others.”
(2) Adjustment of segment profit of negative $8,382 thousand is the elimination of intersegment transactions.
(3) Adjustment of segment assets of negative $472,866 thousand is the elimination of intersegment transactions.

(4) Adjustment of segment liabilities of negative $363,327 thousand million is the elimination of intersegment transactions and the adjustment of liability for retirement benefits.

(6) Adjustment of interest income of negative $9,728 thousand is the elimination of intersegment transactions.
(7) Adjustment of interest expense of negative $867 thousand is the elimination of intersegment transactions.

)
)
)
(5) Adjustment of depreciation of negative $180 thousand is the elimination of intersegment transactions.
)
)
)

(8) Adjustment of extraordinary gain of negative $252 thousand is the elimination of intersegment transactions.

(9) Adjustment of tax expense of $243 thousand is the elimination of intersegment transactions.
(10) Adjustment of increase in tangible and intangible fixed assets of negative $397 thousand is the elimination of intersegment transactions.

4.Segment profit is reconciled to ordinary profit, which represents ordinary income less ordinary expenses. Ordinary expenses represent “Total expenses” less extraordinary loss included in “Other
expenses” in the consolidated statements of income. Therefore, consolidated segment profit, which shows ordinary profit, is reconciled to “Income before income taxes” through the addition/
deduction of extraordinary gain/loss, net.
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(4) Information about services

Millions of yen
2021
Securities and
Lending investments Leasing Other Total
Ordinary income from outside customers................ ¥ 32,018 ¥ 23,964 ¥ 8,458 ¥ 16,757 ¥ 81,198
Millions of yen

2020

Securities and
Lending investments Leasing Other Total

Ordinary income from outside customers................ ¥ 30,242 ¥ 28,405 ¥ 7,266 ¥ 15,152 ¥ 81,066

Thousands of U.S. dollars

2021
Securities and
Lending investments Leasing Other Total
Ordinary income from outside customers................ $ 289,206 $ 216,457 $ 76,397 $ 151,359 $ 733,429

Note: Ordinary income (“Total income” less extraordinary gain) is presented in place of net sales of operating companies of other industry groups.

(5) Information about geographic areas

a. Ordinary income

The ratio of ordinary income from outside customers within Japan to the total ordinary income in the consolidated statements of income exceeded
90% for both fiscal years ended March 31, 2021 and 2020; therefore, no information about geographic areas is required to be disclosed.

b. Tangible fixed assets
The ratio of tangible fixed assets located in Japan to the total tangible fixed assets in the consolidated balance sheets exceeded 90% for both fiscal
years ended March 31, 2021 and 2020; therefore, no information about geographic areas is required to be disclosed.

(6) Information about major customers
There was no ordinary income from a specific customer exceeding 10% of the total consolidated ordinary income for either the fiscal year ended
March 31, 2021 or 2020. Therefore, information about major customers is not required to be disclosed.

(7) Information on impairment loss on fixed assets for each reportable segment

Millions of yen
2021
Reportable segments
Banking Leasing Other Total
IMPAIMMENT I0SS ... i 385 b - ¥ 4 v 389
Millions of yen

2020

Reportable segments

Banking Leasing Other Total
IMPaIrMeNnt 10SS ..o ¥ 1,730 ¥ — ¥ 92 ¥ 1,822

Note: “Other” comprises financial product transactions.

Thousands of U.S. dollars
2021

Reportable segments

Banking Leasing Other Total
IMPAIMENT I0SS ...ttt $ 3,477 $ - $ 36 $ 3,513

Note: “Other” comprises financial product transactions.

(8) Information on amortization of goodwill and its remaining balance for each reportable segment
There is no information to be reported on amortization of goodwill and its remaining balance.

(9) Information on gain on negative goodwill for each reportable segment
There is no information to be reported on gain on negative goodwill for each reportable segment.
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30. RELATED PARTY TRANSACTIONS
For the fiscal year ended March 31, 2021, related party transactions were as follows:

Paid-in O Voting Transaction  Transaction Year-end  Year-end
Relationship Nemie Leazitan capital P rights Relationship of Details of amount amount  Accounting balance balance
with the Bank (millions Busi ownership  related parties transactions (millions of  (thousands of ~title (millions of ~ (thousands of
usiness o
of yen) (%) yen) U.S. dollars) yen) U.S. dollars)
Relatives of Son-in-law of
‘ , Office Satoru Wada Lending of money*2 - — Loans 24 216
officers of the Masato Ibi - - - ) ) )
worker (Executive Officer) Interest receivable 0 0 — — —
Bank
Loans
o Kiamua e Gy Direct Lending of money 200 1,806 Loans 200 1,806
Acompanyin  Forestry Co., Osaka 32 Forestry 1.08 Loans Interest receivable 2 18 - - -
which a majority Ltd."3 '
of voting rights - NIKKEN Daito Gity Metal Lending of money 60 541 Loans 90 812
are held by BLAST CO., Osaka 10 rocessin - Loans Interest receivable 0 0 - — -
relatives of  LTD. "4 P 9
officers of the i
Kyowg Shok Kizugawa Sales of Lending of money 7 695 Loans 80 722
Bank Yakuhin KK. 10 ) — Loans :
City, Kyoto chemicals Interest receivable 0 0 — — -

5

Policies regarding and terms and conditions of the transactions
Notes: 1. Terms and conditions of loans are determined on an arm’s length basis.
2.Real estate is accepted as collateral for loan transactions.
3.Matazaemon Kitamura (Director of the Bank) and his relatives owned 6% and 94% of the voting rights, respectively, of this company directly.
4. Relatives of Naoki Minowa (Corporate Auditor of the Bank) owned 62.5% of the voting rights of this company directly.
5. Relatives of Hisayoshi Tahara (Executive Officer of the Bank) owned 62.5% of the voting rights of this company directly.
6. Mr. Yasuo Ueno resigned as a Director of the Bank on June 26, 2020, and the loan balance to Mr. Kohei Ueno, his second son, was ¥20 million ($180 thousand) as of that date.
7. Mr. Masashi Hashimoto resigned as an Executive Officer of the Bank on March 31, 2021, and the loan balance to Mr. Kazuyuki Hashimoto, his younger brother, was ¥11 million ($99 thousand)
as of that date.

For the fiscal year ended March 31, 2020, related party transactions were as follows:

Paid-in O Voting Transaction Year-end
Relationship N L@azitan capital g rights Relationship of Details of amount Accounting balance
with the Bank (millions Busi ownership  related parties transactions (millions of title (millions of
usiness 5
of yen) (%) yen) yen)
Second son of
Yasuo Ueno
' Office (Director & Lending of money*2 - Loans 21
Kohei Ueno — - — ) .
worker Chairman Interest receivable 0 — -
of the Bank)
. Loans
Relatives of :
officers of the Son-in-law of
Bank Masato bi _ _ Office _ Satoru Wada Lending of money*2 — Loans 25
worker (Executive Officer) Interest receivable 0 - -
Loans
Younger brother of
Kazuyuki _ _ Public _ Masashi Hashimoto  Lending of money*2 — Loans 12
Hashimoto officer (Executive Officer) Interest receivable 0 - -
Loans
A clompany‘ In. Kitamura Osaka City Direct Lending of money 200 Loans 200
which a majority Forestry Co., 32 Forestry Loans )
o . Osaka 1.28 Interest receivable 2 - -
of voting rights ~ Ltd.*3
are he\d by NIKKEN o .
relatives of Daito City Metal Lending of money - Loans 46
) BLAST CO,, 10 . - Loans .
officers of the 7D, “a Osaka processing Interest receivable 0 - —

Bank

Policies regarding and terms and conditions of the transactions
Notes: 1. Terms and conditions of loans are determined on an arm’s length basis.
2.Real estate is accepted as collateral for loan transactions.
3.Matazaemon Kitamura (Director of the Bank) and his relatives owned 6% and 94% of the voting rights, respectively, of this company directly.
4. Relatives of Naoki Minowa (Corporate Auditor of the Bank) owned 62.5% of the voting rights of this company directly.
5. Mr. Masaaki Hashimoto resigned as a Corporate Auditor of the Bank on June 27, 2019. The loan balance to Mr. Atsuto Hashomoto, his eldest son, was ¥17 million as of that day.

31. PER SHARE INFORMATION
Net assets per share at March 31, 2021 and 2020 and net income per share for the fiscal years then ended were as follows:

Yen U.S. dollars
[ oo | w0
NEL ASSELS PEI SN ¥ 8,994.43 ¥ 7,819.42 $ 812.4
Net iNComMeE PEr Share — DASIC ....covvviiiiiiie e 332.41 97.52 3.00
Net income per share — dilUted .........coiiiiiiiiiii e 332.12 97.43 2.99
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Basic information in computing the above per share data was as follows:

Millions of yen

Thousands of
U.S. dollars

) 2020 20

(Net assets per share)

INBE BSSELS ..ttt ¥ 293,447 ¥ 255,053 $ 2,650,591
Amounts to be deducted from Net aSSetS: ......c.vvviiiiiiii s 63 88 569
Stock aCqUISIION MGNTS .....iiuiiiiiiciic e (63) (88) (569)
Net assets attributed to COMMON STOCK ....ovvviiiiiiiiiiiie e 293,384 254,965 2,650,022
Ot e sty o common steck g ofvesr
(Basic and diluted net income per share)
Net income attributable to owners of parent ..........cccovviiiiiiiii e ¥ 10,841 ¥ 3,179 $ 97,922
Net income attributable to common stockholders of parent 10,841 3,179 97,922
Average outstanding number of shares during the year (unit: thousands of shares)... 32,615 32,605 294,598
Adjustment to net income attributable to owners of parent ...........cccccveeeieiiiiiinnn. - — -
Increase in number of shares of common stock: (unit: thousands of shares)............. 28 29 252
Stock acquisition rights (unit: thousands of shares) ...........ccccceviiiiiiiiii, (28) (29) (252)

Convertible securities not diluting net income per share..........cccceevvveviiieciie e, - -

32. SUBSEQUENT EVENTS
(Introduction of performance-based stock compensation plan)

At the Board of Director’s meeting held on May 14, 2021, the Bank resolved to submit the “Abolition of the system of stock options granted as stock-
based compensation” and the “Introduction of a performance-based stock compensation plan,” a compensation plan for the directors of the Bank
(excluding outside directors and directors not residents of Japan), as proposals to the 133rd Annual stockholders’ meeting to be held on June 29,

2021. These proposals were approved and passed at that Annual stockholders’ meeting.

33. BORROWED MONEY AND LEASE OBLIGATIONS
a. The details of borrowed money as of March 31, 2021 and 2020 were as follows:

Millions of yen

Thousands of
U.S. dollars

I R 2020 20e

Borrowed money

AVErEG TGS 1181 O D0 DA ¥ 6700 ¥ 13553 S 5660735
Annual maturities of borrowed money as of March 31, 2021 were as follows:
Thousands of
Millions of yen U.S. dollars
2022 e ¥ 415,634 $ 3,754,258
21,732 196,296
1,129 10,197
2025 e 185,684 1,677,210
2026t 281 2,538
2027 AN TNEIEATIEL ... e 2,240 20,233
TOHAL. s ¥ 626,700 $ 5,660,735
b. Lease obligations
Lease obligations are included in “Other liabilities” in the accompanying consolidated balance sheets.
Annual maturities of lease obligation as of March 31, 2021 were as follows:
Thousands of
Millions of yen U.S. dollars
20022 ¥ 0 $ 0
2023 AN TNEIBAMET ...t - -
L] =L TSRS T OSSPSR PRSP TSR OPRP ¥ 0 $ 0

Average interest rates are omitted since the interest equivalent amount included in total lease charges is allocated over the related period using the

straightline method.

c. Other
The Group has not issued commercial paper by way of promissory notes to fund for operating activities.
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KPMG'

Independent auditor’s report

To the Board of Directors of The Nanto Bank, Ltd.:

Opinion

We have audited the accompanying consolidated financial statements of The Nanto Bank, Ltd. (“the
Company”) and its consolidated subsidiaries (collectively referred to as “the Group”), which comprise
the consolidated balance sheets as at March 31, 2021 and 2020, the consolidated statements of income,
comprehensive income, changes in net assets and cash flows for the years then ended, and notes,
comprising a summary of significant accounting policies and other explanatory information.

In our opinion, the accompanying consolidated financial statements present fairly, in all material
respects, the consolidated financial position of the Group as at March 31, 2021 and 2020, and its
consolidated financial performance and its consolidated cash flows for the years then ended in
accordance with accounting principles generally accepted in Japan.

Basis for Opinion

We conducted our audit in accordance with auditing standards generally accepted in Japan. Our
responsibilities under those standards are further described in the Auditor’s Responsibilities for the
Audit of the Consolidated Financial Statements section of our report. We are independent of the Group
in accordance with the ethical requirements that are relevant to our audit of the consolidated financial
statements in Japan, and we have fulfilled our other ethical responsibilities in accordance with these
requirements. We believe that the audit evidence we have obtained is sufficient and appropriate to
provide a basis for our opinion.

Key Audit Matters

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

discounted to small and medium-sized enterprises (SMEs)

The key audit matter

How the matter was addressed in our
audit

The Nanto Bank, Ltd. (“the Company”) and its consolidated
subsidiaries reported loans and bills discounted of
¥3,786,878 million, accounting for 57.7% of total assets,
and a related reserve for possible loan losses of ¥21,385
million in the consolidated balance sheet. Reserve for
possible loan losses reported in the balance sheet of the
Company accounted for a significant portion in the
consolidated balance sheet.

As described in the Notes to Consolidated Financial
Statements, 2 SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES i. Reserve for possible loan
losses and 3 SIGNIFICANT ACCOUNTING ESTIMATES,
the Company classifies borrowers based on their credit risk
rating in accordance with the predetermined standards for
write-offs and reserves, and reports the reserve for possible
loan losses by calculating the loan loss ratio based on the
category of borrowers by region.

The determination of the borrower category is based on the
credit rating determined by the rating models and the
borrower’s repayment ability based on their substantial
financial position, financing capacities, and profitability,
etc., and the terms and conditions of the loans and payment
status of the borrower. Also, the Company gives
comprehensive consideration to the borrower’s
sustainability, projected profitability, and ability to pay
obligations based on their annual repayable amount,
appropriateness of their management improvement plans,
and other factors in light of the borrower’s industry
characteristics.

The Company aims to increase Nara prefecture’s real gross
domestic product by 10% in its management plan, “Nanto
Mission and Objectives for the Next 10 Years,” targeted to
be achieved by 2029. To achieve this goal, the Company
will take the initiative in resolving regional economic issues
and contribute to the development of the region by focusing
on three factors: productivity improvement, business
succession, and asset formation.

The Company operates mainly in Nara prefecture,
neighboring prefectures, and Tokyo, but its business
coverage area is limited, and the main borrowers are SMEs.
The Company’s balance sheet reported loans and bills

The primary procedures we performed
to assess whether the Company’s
estimates of the reserve for possible loan
losses for loans and bills discounted to
SMEs was appropriate included the
following:

(1) Internal control testing

In order to test the design and operating
effectiveness of certain of the
Company’s internal controls relevant to
the determination of the category of
borrowers, we:

® assessed whether the credit risk
management system was
operating in accordance with
internal policies by inspecting the
Company’s organization chart,
related policies, meeting minutes
of the Board of Directors, and
other relevant materials;

tested the effectiveness of
internal controls to ensure the
reliability of borrowers’ financial
information entered into the
financing support system; and
tested IT application controls
over the quantitative
determination of the category of
borrowers.

(2) Assessment of determination of the
category of borrowers

In order to assess the appropriateness of
the determination of the category of
borrowers, we selected borrowers to be
tested individually by considering
qualitative and quantitative factors and
performed the following procedures:

® compared the quantitative
information of borrowers,
including financial ratios, to the
supporting materials;

® inquired of personnel in the
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discounted to SMEs of ¥1,413,546 million.

Since the fundamental business foundation of SMEs
generally tends to be weaker than medium to large-sized
enterprises, the Company determines the category of SME
borrowers by comprehensively considering not only their
financial conditions but their technical capabilities, sales
capacity and growth potential, their managements’ income
status, asset quality, and guarantee status and capacity, in
light of their business condition.

Therefore, there is judgment over the qualitative factors
including the estimate of reasonableness and feasibility of
the management improvement plan which is important for
borrowers categorized as needs attention borrowers
(excluding claims corresponding to restructured loans)
based mainly on the grounds that a drastic and highly
feasible or a reasonable and highly feasible management
improvement plan exists.

In addition, SMEs may be significantly impacted by the
deterioration of the local economy due to the spread of the
new coronavirus. Accordingly, management’s judgment on
the determination of the category of borrowers may have a
significant impact on the reported amount of the reserve for
possible loan losses.

We, therefore, determined that our assessment of the
appropriateness of the estimates of the reserve for possible
loan losses for loans and bills discounted to SMEs,
especially the appropriateness of the management’s
judgment on the category of borrowers, was of most
significance in our audit of the consolidated financial
statements for the current fiscal year, and accordingly, a key
audit matter.

relevant divisions, such as the
Credit Analysis Division, to
assess whether judgments based
on qualitative factors were made
in a timely and appropriate
manner, and assessed whether
the categories of borrowers were
appropriately determined based
on qualitative factors for
borrowers whose category have a
relatively high degree of
dependence on management’s
judgment, including those under
intensive credit monitoring and
those categorized as needs
attention borrowers (excluding
claims corresponding to
restructured loans) based mainly
on the grounds that a reasonable
and highly feasible management
improvement plan exists; and
assessed whether the determined
categories of borrowers were
appropriate, focusing on the
recoverability from the current
business performance and
financing situation by
understanding the latest business
conditions of borrowers and
considering their industry
characteristics to evaluate the
impact of the spread of the new
coronavirus on borrowers’
operating results.

Responsibilities of Management and Corporate Auditors and the Board of Corporate Auditors

for the Consolidated Financial Statements

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

In preparing the consolidated financial statements, management is responsible for assessing the Group’s
ability to continue as a going concern, disclosing, as applicable, matters related to going concern in
accordance with accounting principles generally accepted in Japan and using the going concern basis of
accounting unless management either intends to liquidate the Group or to cease operations, or has no

realistic alternative but to do so.
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Corporate auditors and the board of corporate auditors are responsible for overseeing the directors’
performance of their duties with regard to the design, implementation and maintenance of the Group’s
financial reporting process.

Auditor’s Responsibilities for the Audit of the Consolidated Financial Statements

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

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

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

+  Obtain an understanding of internal control relevant to the audit in order to design audit procedures
that are appropriate in the circumstances, while the objective of the audit is not to express an
opinion on the effectiveness of the Group’s internal control.

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

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

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

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

We communicate with corporate auditors and the board of corporate auditors regarding, among other
matters, the planned scope and timing of the audit, significant audit findings, including any significant
deficiencies in internal control that we identify during our audit.

We also provide corporate auditors and the board of corporate auditors with a statement that we have
complied with relevant ethical requirements regarding independence, and communicate with them all
relationships and other matters that may reasonably be thought to bear on our independence, and where
applicable, related safeguards.
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From the matters communicated with corporate auditors and the board of corporate auditors, we
determine those matters that were of most significance in the audit of the consolidated financial
statements of the current period and are therefore the key audit matters. We describe these matters in
our auditor’s report unless law or regulation precludes public disclosure about the matter or when, in
extremely rare circumstances, we determine that a matter should not be communicated in our report
because the adverse consequences of doing so would reasonably be expected to outweigh the public
interest benefits of such communication.

Convenience Translation

The U.S. dollar amounts in the accompanying consolidated financial statements with respect to the year
ended March 31, 2021 are presented solely for convenience. Our audit also included the translation of
yen amounts into U.S. dollar amounts and, in our opinion, such translation has been made on the basis
described in Note 1 to the consolidated financial statements.

Interest required to be disclosed by the Certified Public Accountants Act of Japan

We do not have any interest in the Group which is required to be disclosed pursuant to the provisions of
the Certified Public Accountants Act of Japan.

Katsuhiko Akimune
Designated Engagement Partner

Certified Public Accountant

Manabu Matsumoto
Designated Engagement Partner

Certified Public Accountant

KPMG AZSA LLC
Osaka Office, Japan
October 28, 2021

Notes to the Reader of Independent Auditor’s Report:

This is a copy of the Independent Auditor’s Report and the original copies are kept separately by the
Company and KPMG AZSA LLC.
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¢ Consolidated Capital Adequacy Ratio
As of March 31, 2021 and 2020

Millions of yen

(1) Capital adequacy ratio ((2)/(3)) ... ... e uieireeit i 9.47% 9.39%
(2) Capital ....cvereeieieseece e ¥ 264,565 ¥ 254,319
(3) Risk-weighted assets... 2,793,490 2,706,983
(4) REQUISIEE CAPIAL ...ttt bttt b ettt et et e et e b et e beenbeeaneeas 111,739 108,279

Note: The capital adequacy ratio was calculated on the basis of the formula provided by the Ministry of Finance under Provision 14, Clause 2 of the Banking Law.

¢ Nonconsolidated Capital Adequacy Ratio
As of March 31, 2021 and 2020

Millions of yen

(1) Capital adequacy ratio ((2)/(3)) .+« ... e reereeat it 9.15% 9.06%
(2) CAPIAL ...ttt & 253,354 ¥ 243,278
(B) RISK-WEIGNTEA ASSEES ...ttt ettt ettt ettt ettt 2,768,260 2,682,686
(4) REQUISITE CAPITAL ...ttt 110,730 107,307

Note: The capital adequacy ratio was calculated on the basis of the formula provided by the Ministry of Finance under Provision 14, Clause 2 of the Banking Law.
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This publication uses Yoshino 3.9 paper, which supports the use of thinned trees in the Yoshino region of Nara Prefecture,
contributing to increased CO: absorption by the forests in the region.

Nanto Bank is a supporter of the “Kizukai Movement” organized to promote use of wood from Japan’s domestic forests.
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