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The Shoko Chukin Bank's Vision - New Corporate Philosophy

PURPOSE
Supporting the future of companies.

Making Japan more resilient to change.

MISSION
We will continue to think together, create together,
and change together, as a partner in creating security

and prosperity.

Editorial policy

The Shoko Chukin Bank, Ltd. has published its first Integrated Report to provide investors, shareholders,
and all other stakeholders with an easy-to-understand description of the Bank's business activities and
efforts to enhance corporate value, and to initiate constructive dialogue. This report was compiled with
reference to various guidelines such as the International Integrated Reporting Framework issued by the
International Integrated Reporting Council (IRC) and the Guidance for Integrated Corporate Disclosure
and Company-Investor Dialogue for Collaborative Value Creation issued by the Ministry of Economy,

Trade and Industry. We hope that this report will help deepen your understanding of the Bank.



Statement

The Shoko Chukin Bank will continue to deepen and develop its DNA as a financial institution specializing in SMEs
and support the future by resolving issues faced by many companies.

In an ever-changing world, we will create a society where people can take on challenges without hesitation and
boldly change themselves. A society where people can calmly look at the current situation and take the right step
forward, even when security and safety are undermined.

A society in which people in every region can demonstrate their unique strengths and feel affluent and fulfilled.
At the Shoko Chukin Bank, we are your partners in taking on the challenges of change, aiming for the hope that
lies ahead.
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What is the Goal of the Shoko Chukin Bank? —Message from the President

Shoko Chukin Bank will work to realize the society
resilient to change, and continue to be a partner to
take on the challenges with our customers.

Masahiro Sekine, President (Representative Director)

1. Purpose and Mission, and the Value We Create

Beliefs leading to the establishment of the Purpose
and Mission

I'would like to talk about our new corporate philosophy,
Purpose and Mission, which was established in March 2022.

Under the Shoko Chukin Bank Management Reform Plan,
which ran until fiscal 2021, the entire organization worked to
establish a compliance and governance system, build a new
business model, and streamline management, starting with the
reform of the organizational climate from one of top-down
instructions to one of openness, with the aim of recovering
from the misconduct in crisis response operations. Thanks to
these efforts, we were able to achieve our initial targets for all
management indicators.
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However, since taking office in 2018, | have felt that we need
to once again confirm our origins, to identify what the Shoko
Chukin Bank exists for. | also felt that the lack of clarity about our
identity may have led to the misconduct.

With this strong feeling, we solicited proposals for a new
management vision from all staff members the year before last.
One of the younger staff members proposed to redefine the
Shoko Chukin Way, which questioned the reason for being of
the Shoko Chukin Bank once again. This proposal received the
top vote of support from all employees. | was very happy to see
that the employees themselves questioned our reason for being
and our origins, rather than by top-down instructions.



Process of establishing the Purpose and Mission

In June 2021, members of a team for studying and formulating a

new corporate philosophy were openly recruited. The new team
was formed mainly with young staff from both the headquarters

and branch offices, and external directors participated as advisors
to deepen these studies. Workshops were held repeatedly, and |

myself participated in the discussions.

Furthermore, we believed that it must be in a form that all
officers and employees can feel as their own, and that it must
appeal to and resonate with all stakeholders. Based on the
results of the team discussions, we conducted group work
involving all employees at all branch offices and headquarters
divisions. Then, in 2022, thorough discussions had been held at
the Management Meetings and the Board of Directors meetings
on multiple occasions, leading to a final decision by the Board
of Directors in March.

For more than 85 years, we have conducted our business
with the same strong desire to support SMEs.

Our new corporate philosophy, Purpose and Mission, is the
embodiment of our organization’s DNA, which is to ensure that
this desire will remain unchanged. We will continue to position
the Purpose and Mission as the North Star that points the way
to the starting point to which each and every one of our officers
and employees should always return.

Value creation model of the Shoko Chukin Bank

Next, | would like to talk about the value creation model we are
aiming for under the new Purpose and Mission.

Over the course of its long history, the Shoko Chukin Bank
has been entrusted with a wide variety of “capital”. The “capital”
in this context refers to a broad range of concept, including loan
assets and equity capital in accounting terms, funds raised
through bonds and deposits (financial capital), mutual trust and
relationships with our many customers and shareholders
nationwide and external institutions with which we collaborate
and cooperate (social capital), and staff with the motivation and
ability to solve our customers’ problems (intellectual and
human capital).

We are committed to proper governance of these valuable
forms of “capital”, and to making the best use of them to create
new value. Specifically, as a partner to our clients, we take a
long-term perspective and continue to provide resources that
meet their needs through financial and core business support.

Through this process, we will work with our customers and
stakeholders to create not only economic value, such as
financial profit. We also aim to create social value and happiness
for our employees. We are already implementing specific
initiatives such as the Happiness Design Survey, which
measures the level of happiness of our employees. If we can
enhance our “capital” through value creation, we will be able to
further expand our efforts and contribute to solving critical
issues facing society, such as addressing climate change,
improving productivity, and revitalizing local communities,
thereby making Japan more resilient to change.

This is the value creation model that the Shoko Chukin Bank
aims for.

The common value that
Shoko Chukin Bank and
our customers create together

Economic value

Happiness of

Social value
workers

2. New Medium-Term Business Plan

Ever-changing challenges and needs

Of course, the challenges and needs of our customers vary by
industry, region, size, and stage of growth. The world is
constantly changing, and the environment facing SMEs and
cooperatives is also changing rapidly.

While our Purpose and Mission and value creation model are
universal themselves, it is necessary to adapt to changes in the
environment and needs with regard to the measures and
business model we focus on. What is important in this process, |
believe, is not only an accurate understanding of changing

issues and needs through in-depth dialogue with our
customers, but also an attitude of working together with our
customers to develop countermeasures, back calculating
(backcasting) from a vision of the future society and economy
that should be achieved over the medium to long term.

Backcasting from the vision of the future to which
we should aspire

Looking ahead to the year 2030, while we see an inevitable
trend of population decline and aging, we are required to shift
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What is the Goal of the Shoko Chukin Bank? —Message from the President

to a sustainable social and economic system on the premise of
the achievement of greenhouse gas reduction targets and
other goals. The Shoko Chukin Bank itself, as well as the SMEs
and cooperatives that are its customers, need to promote
initiatives with a firm vision of the future it should aim for as
mentioned above.

On the other hand, in addition to the impact of Covid-19, the
conflict in Ukraine and the sharp rise in resource and food prices
triggered by the conflict have recently brought about a series of
unforeseen challenges. For this reason, it has become more
difficult than ever for individual companies and cooperatives to
consider and realize measures to adapt to the future they
should aim for in accordance with their own actual
circumstances, and management resources for this purpose are
not sufficient.

Therefore, in our new Medium-term Business Plan for the
period from the current fiscal year to fiscal 2024, our basic
approach is to understand our customers’ management issues
backcasted from the vision of Japanese society and economy in
2030, and to provide necessary management resources to our
customers while creating the future together with them as a
partner.

Three key strategies

Under the new Medium-term Business Plan, the Shoko Chukin
Bank will leverage its strengths and characteristics, including
nationwide deployment, shareholder composition, and
business prospects evaluation, to become a unique and
unparalleled financial institution that accurately understands
the business and management environment of individual
customers and accompanies them in their efforts from a
long-term perspective. Specifically, based on the Shoko Chukin
Bank Management Reform Plan that we have been working on
until last fiscal year, we will focus on three main strategies: 1)

Shiftin
services

Establishment
of differentiated
fields

Strengthening
comprehensive Demonstration
problem-solving of high risk-taking

capabilities Main abilities

strategies

Corporate
transformation
Creation of

an organization
that is resilient to
environmental
change
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shift in services, 2) establishment of differentiated fields, and 3)
corporate transformation.
(Please refer to page 20 for details.)

1) Shift in services

The shift in services is intended to work with customers to solve
issues for the future by shifting services to information, human
resources, and advanced finance, in which customers are likely
to have insufficiencies when trying to solve their business issues
in the future.

2) Establishment of differentiated fields

The management issues faced by our customers are not uniform,
but vary depending on their stage of growth (life stage) as
companies. Therefore, based on the financial support and core
business support that we have cultivated over the years, we will
establish three areas of support (start-up support, sustainable
management support, and business revitalization support) for
each stage of our customers' lives and intensively sophisticate
them, with the aim of becoming a financial institution that our
customers continue to choose for the long term.

Perspective of SPEED for a sustainable society

It may be difficult to understand what we mean by sustainable
management support, so allow me to provide a bit of an
explanation.

For example, with regard to climate change risk, efforts to
review business activities from the perspective of reducing
greenhouse gas emissions have begun to accelerate in order to
realize a carbon neutral society. The Bank does business with
many customers in automobile-related industries
(manufacturing, transportation, etc.), which are expected to be
greatly affected by this trend. In addition to climate change,
various sustainability issues are emerging in society as a whole,
such as inequality and human rights. We are working with our
customers to resolve these issues through our support for
sustainable management.

However, in addressing sustainability issues, it is expected that
there will be cases where various time frames and values will
intersect, and we ourselves, as a financial institution, will be
required to take on significant challenges from time to time.
Therefore, we have established our own SPEED perspective in the
Sustainability Basic Guidelines formulated in March 2022. Based
on the SPEED perspective, we will work toward the realization of a
sustainable society by placing the highest priority on empathy
with our stakeholders, including our customers, expanding our
circle of activities, and creating empathy.

(Please refer to page 33 for details.)



3) Corporate transformation

Corporate transformation is an initiative in which the Shoko
Chukin Bank will continue to change itself in order to sustain
the support it provides to its customers. The Shoko Chukin Bank
will go beyond the boundaries of a conventional financial
institution and engage in corporate transformation and
operational reforms to foster many new challenges. Specifically,
we will continue to work on establishing compliance awareness
as the backbone of the company and strengthening the
internal control system, as well as take on the challenge of
transforming the Shoko Chukin Bank itself, including the
establishment of a personnel system that enables employees to
maximize their abilities, well-being, D&I, and DX.

In operational reforms, we will secure a stable procurement
base by utilizing non-face-to-face channels such as the web
and smartphone applications. In addition, we will steadily
promote the effective replacement of existing systems and
work to reduce store operating costs by centralizing store
administration at the headquarters. Furthermore, we will

strengthen customer support by allocating the time saved by
improving operational efficiency to communication with
customers.

(Please refer to pages 29 and 32 for details.)

Fulfillment Fulfillment

of family.

of work and society

Development of
human resources who
continue to transform to
enhance corporate
value for our customers

Individual

fulfillment

In Closing: Toward a Society That Is Resilient to Change

As | have mentioned, this fiscal year marks a major milestone for
us as we begin a new Medium-term Business Plan under the
new corporate philosophy.

First of all, each and every one of our employees must have a
sincere desire to support our customers, feel a sense of
fulfillment in doing so, and work with an upbeat and positive
attitude.

In order to continue to support our customers’ future in this
era of rapid change, it is also necessary for our employees to
continue to change on their own initiative, and we will work to
develop self-directed human resources so that they can
maximize their abilities. We will continue to reform our working
style and further improve our systems and environment so that
our employees can work with vigor and enthusiasm.

We will adapt to changes in the social economy together
with our customers and grow together with them, while taking
advantage of our unique position as a financial institution by
SMEs for SMEs.

The Shoko Chukin Bank will continue to be your partner in
taking on the challenges of realizing society that is resilient to
change.

We thank you for your continuing support of the Shoko
Chukin Bank.
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What is the Goal of the Shoko Chukin Bank? —Value Creation Model

Over the course of its long history, the Shoko Chukin Bank has been entrusted with valuable “capital” . We will continue to
provide management resources that meet the needs of our customers from a long-term perspective, as a partner of our

customers, through proper governance of “capital” . Through this process, we create not only economic value but also social

value and the happiness of workers, and contribute to solving important social issues such as climate change. By creating

value, we will enhance our “capital” and further expand our efforts to contribute to making Japan more resilient to change.

Supporting the future of companies.

PURPOSE

Making Japan more resilient

to change.

Materiality (material issues for society)

Responding to global warming

and climate change
Transition to renewable energy
Energy saving for SMEs

Value creation

The common value that
Shoko Chukin Bank and
our customers create together

Value created circulates

7/

Value creation through business
We understand the customer’s business and business environment, and continue to provide
the resources needed by the customer from a long-term perspective.

Revitalization
of local
economies

Improving
productivity
of SMEs

Creation of
innovation

Resolution ¢

Economic value Social value

odel development

We will continue to think together, create together,

MISSION

and change together, as a partner in creating security

and prosperity.

Management foundation

Continuous
enhancementof »
governance

Capital utilization
and activation

Constantly changing
business environment
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Board of Directors with a majority of
external directors to monitor operation

Financial capital

’ SMEs as shareholders
Portfolio diversified nationwide

Intellectual and human capital

Human resources who contribute to
the enhancement of corporate values of customers

Medium- to long-term changes, such as population decline and climate change, intersect
with sudden changes, such as the spread of Covid-19 and the conflict in Ukraine.



Diversity and
inclusion

Happiness of
workers

Core business
support

Financial support

Separation of
supervision and
execution

Social capital

Relationships with
stakeholders cultivated
through more than

80 years of effort

Thoughts Behind the Purpose

"We will support the future of
companies. We will work together with
our customers to solve critical social
issues to make Japan more resilient to
change”

» p.2 Message from the President

Efforts to resolve material issues

"We will work together with our
customers to solve society’s problems,
with empathy as our first priority”

» p.33 Efforts to Achieve
a Sustainable Society

Value creation through business
model development

“We will provide our customers with the
management resources they need”

» p.18 New Medium-term Business
Plan

Governance structure and capital to support the ideal business
model
“We will maximize the use of capital entrusted to us by our stakeholders for
the creation of shared value under appropriate governance”
[l Characteristics of the Shoko Chukin Bank’s governance

»p.36 Management Base Supporting Value Creation

Il Financial capital » p.14 Financial Highlights
Il Intellectual and human capital »» p.44 Human Resources Strategy
ll Social capital » p.16 Non-financial Highlights

SHOKO CHUKIN BANK ¥ 07



History and Characteristics of the Shoko Chukin Bank

Background of establishment and recent history — Established to
support SMEs amidst the turmoil of the early Showa period. Shifted to

Background of establishment

In the early Showa period, repeated depressions
worsened the business of SMEs. Small and medium-sized
banks were liquidated, and many SMEs were in crisis
because they did not have sufficient funds to finance
their operations. Against this backdrop, the Shoko
Chukin Bank was established in 1936. Immediately after
its establishment, the Shoko Chukin Bank offered long-
term, unsecured loans, which were difficult for ordinary
banks to provide. In response to the expectations of
public opinion, the Shoko Chukin Bank demonstrated its
financial function to save SMEs from their plight.

Since then, even in the face of various changes, we have
been a financial institution that stands with, and for the
benefit of our customers.

I Characteristics of the Shoko Chukin Bank

The characteristics of the Shoko Chukin Bank have been shaped over the past 85 years since we began our history as a jointly owned
financial institution.

We are a unique financial institution that takes advantage of these characteristics to create not only economic value, but also
social value and the happiness of workers from a long-term perspective, working together with our customers.

We will continue to be a partner that responds to the needs of our customers and creates security and prosperity.

Focusing on transactions with financial institutions that understand the business

Customers and management environment and can support customers over the long term

L Loan portfolio that is resilient to changes in the
\’QH)W Nationwide  environment

éxpansion Diversified regions, industries, and loan sizes

’ Shareholder = Management structure not affected by the market
2

iti Unlisted, limited shareholder qualifications
SHOKO CHUKIN BANK composition “
Unique and unparalleled Contribution to the enhancement of corporate value
financial institution Busi through the resolgtlon of customers managgment issues
oA usiness Support for financial restructuring, management improvement,
W ©  prospects and investment for growth
evaluation Cooperation with regional financial institutions

Provision of solutions using nationwide and overseas networks
Performance of safety net function
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a joint-stock company and 14 years on

Recent history

October 2008 Transitioned from a jointly owned financial institution to a joint-stock corporation and started as The
Shoko Chukin Bank, Ltd.

March 2011  The Great East Japan Earthquake occurred, and the Tohoku Pacific Earthquake Task Force was established
*Renamed to the Great East Japan Earthquake Task Force on May 13, 2011

May 2015 Revision of the Shoko Chukin Bank Limited Act (The government will, for the time being, hold the
shares as necessary to ensure adequate implementation of crisis response measures while maintaining
the policy for complete privatization.)

April 2016 The 2016 Kumamoto Earthquake occurred, and the Kumamoto Earthquake Task Force was established

October 2016 Inappropriate procedures for lending in crisis response operations discovered

May 2018 Submission of the operation improvement plan related to business models, etc.

June 2018 Restructured organizations at Headquarters

October 2018 The Shoko Chukin Bank Management Reform Plan (previous Medium-term Business Plan) released

January 2020 Management Consultation Desk Concerning Covid-19 established
*Name changed to Special Consultation Desk Concerning Covid-19 on March 19, 2020

May 2022 New Medium-term Business Plan announced

I Complete privatization of the Shoko Chukin Bank

Overview of the Shoko Chukin Bank Limited Act

Objective of the Shoko Chukin Bank

Objective of the Shoko Chukin Bank, Ltd. is to conduct businesses necessary to facilitate smooth financing for SME cooperatives, other
organizations that primarily consist of SMEs and their members, while ensuring the Bank’s autonomy in management toward its goal of complete
privatization.

Policies on government-owned shares

® [t has been stipulated that the government shall dispose all of its shares in the Shoko Chukin Bank at an earliest possible date, accelerating the
announced specific disposal schedule, with due consideration to the impact of such disposal on the Shoko Chukin Bank's achievement of the
objectives, along with market trends.

® On the other hand, when the government disposes of all shares held by the government, the government shall immediately take measures to
repeal this act, and shall also take measures to limit shareholder qualifications and other necessary measures to ensure that the financial
functions of the Shoko Chukin Bank, Ltd. for SME cooperatives and other organizations whose members are SMEs, and their members, are
maintained.

® [t has also been stipulated that the government will, for the time being, hold the necessary shares in the Shoko Chukin Bank for adequately
carrying out the crisis response measures in consideration of the factors including the status of commercial banks responsible for
implementing crisis response measures, contribution to the crisis response reserve, implementation status of the crisis response measures by
the Shoko Chukin Bank, financial base of the Shoko Chukin Bank, funding surplus of SMEs and changes in the socio-economic environment.

Business

Alongside becoming a joint stock company in 2008, the Bank enhanced its full banking services, which include loans, deposits, currency
exchange and guarantees. In addition, under the revised act enacted in May 2015, the measures to adequately implement the crisis response
measures have been adopted.

Measures to maintain the core of the Shoko Chukin Bank’s SME financing functions

= Borrowers are primarily limited to SME member companies (cooperatives and their members).
= The Bank will continue to issue bank debentures.

= SME cooperatives will continue to conduct business as a proxy for the Shoko Chukin Bank.

Measures to adequately implement the crisis response measures

®The Shoko Chukin Bank, for the time being, carries responsibility for implementing crisis response measures, to fulfill its objectives.

® In the period to come, the government shall review as appropriate the strategic position of the crisis response measures, along with its
involvement in the Shoko Chukin Bank, and take measures as necessary.

Ensuring an appropriate competitive relationship
®The Shoko Chukin Bank is especially required, for the time being, not to disturb its appropriate competitive relationship with other operators.
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Achievements of the Previous Medium-Term Business Plan, the Shoko Chukin Bank Management Reform Plan

Achievements of the Shoko Chukin Bank Management
Reform Plan

In accordance with the Medium-term Business Plan, the Shoko Chukin Bank Management Reform Plan, announced in
October 2018, we have contributed to the improvement of corporate value of our customers by developing a
comprehensive financial services business to support management that meets the expectations of SMEs and SME
cooperatives and effectively provides optimal solutions that meet their genuine needs and challenges. Furthermore, by
securing appropriate earnings through high value-added operations including priority areas, the Bank has also worked to
enhance its corporate value by realizing a self-sustaining and sustainable business model through the pursuit of relentless
streamlining of management.

In addition, we were also able to firmly engage in crisis response operations related to Covid-19, which was not originally
planned, and as a result, we were able to achieve the initially formulated targets for all management indicators.

I Basic views of the Management Reform Plan

Development of a Comprehensive Financial Services Business to Support Management

R R R R PR PR PP R PRREE BasSiCVIEWS «:cccccereeemiiiiiiiiiiiiiiiiiiiiii

Improve corporate value Sustainability

By strongly supporting SMEs and SME cooperatives and building and By securing the topline (net interest income, and fees and
deepening relationships of trust from a long-term perspective, commissions) through operations with high added value, and
without being influenced by economic fluctuations, we will pursuing the relentless streamlining of management, we will work
effectively provide optimal solutions in accordance with true needs to achieve an independent and sustainable business model and
and challenges, and contribute to improvements in corporate value. improve the corporate value of the Shoko Chukin Bank.

Structural reforms Resolution of social issues
In light of the increasingly challenging management We will contribute to the development of Japan through
environment facing the financial industry, officers and measures in response to regional and social issues, including
employees will share a sense of crisis, as they implement SDGs.

structural reforms in preparation for the future.

I Description of priority areas

B Customer support - Priority area
Areas of focus are defined in Zones A through D. We focused on the provision of solutions according to the needs and challenges of
our customers, while taking advantage of the characteristics of the Shoko Chukin Bank.

Management-support lending to . Loans for high-risk businesses,
optimize the cash flow of SMEs H such as companies that are leaders
g Customers in the region

Support to improve the financial structure of

companies that are unable to focus on their core Loans for high-risk businesses, such as acquiring

business, such as making positive investments, E companies outside the region through M&As,
because their debt repayments exceed their s .. expanding overseas, and entering new
operating cash flow and they have concerns = & businesses
about their fund raising 53

g3

=

L

Loans for businesses with high credit

Business revitalization and risk, such as start-ups
management improvement

Loans for businesses that have been launched

Many issues

Management improvement support for > recently and for businesses where risk
companies that are in financial difficulties, such Core function areas Solution needs Advanced areas assessmentis d\fﬁgu\t, such as robotics and
(Low business risks) (High business risks) biotechnology businesses

asinsolvency, but have potential for revitalization
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I Self-assessment of initiatives in priority areas

H \We instilled initiatives based on business prospects evaluation in the organization. Most recently, we focused on supporting
customers who are dealing with business changes due to the impact of Covid-19.

«In Zone A, we provided in-depth support to customers with cash-flow problems or changes in business flows.

«In Zone B, we proactively provided support from a medium- to long-term perspective to customers, including those with
emerging financial and income/expenses balance issues, to help them reduce excessive debt by improving their balance of
income and expenses and increasing their operating cash flow.

-In Zone C and Zone D, many customers were forced to change their business and procurement plans due to the impact of
Covid-19, and we provided support to meet the new needs to respond to these changes.

I Evaluation from customers

H Evaluation from customers [Results based on customer questionnaires (sent out every fiscal year to approximately 20,000
companies, with a response rate of slightly less than 35%]

The NPS (net promoter score), which measures customers’ overall satisfaction, trust, and loyalty, is on an upward trend.

Overall satisfaction Level of trust NPS
FY2021 84.2 934 6.4)
FY2020 83.1 93.5 (7.7)
FY2019 80.8 90.9 (16.4)
FY2018 79.2 89.1 (21.7)

(Note) Overall satisfaction is the percentage of respondents who answered "5: Satisfied” or “4: Somewhat satisfied”on a 5-point scale (%).
(Note) Level of trust is the percentage of respondents who answered “5: Trust” or “4: Somewhat trust”on a 5-point scale (%).
(Note) NPS: The net promoter score, measured by promoters and detractors.

On an 11-point scale from 0 to 10, the percentage of promoters (9, 10) minus the percentage of detractors (0-6) (%).

NPS® is a registered trademark of Bain & Company, Inc,, Fred Reichheld, and Satmetrix Systems, Inc..

I Description of results

m Qutstanding loans in priority areas Bilions of yen) ™ Management Indicators (Billions of yen)

FY2021 FY2021 ) FY2021 FY2021 :
o Difference o Difference
results initial target results initial target
Total 9,638.6 8,820.0 +818.6 Gross opgratlng 1189 Approx. +39
profit 115.0
Priority area 2,531.3 3,110.0 (578.7) -
Operating 528 Approx. 168
Zone A 1,176.5 1,600.0 (423.5) profit ’ 46.0 ’
Zone B 11717 960.0 +211.7 Income before
income taxes 30.2 Appzrgxo. +5.2
Zone C 380.2 350.0 +30.2 and other .
Zone D 704 200.0 (129.6) Net income 183 App{;)xs 408
Other areas 7,107.3 5,710.0 +1,397.3 - -
3 PProx.
. Crisis responses 2,489.0 = = Ok 5% 60% +5%

Note: The loan balance includes private placement bonds. Due to some overlaps in the priority areas, there are differences between the sums of the loan balances of

Zones A to D and the figures for the Priority Area.
SHOKO CHUKIN BANK ¥ 11



Achievements of the Previous Medium-Term Business Plan, the Shoko Chukin Bank Management Reform Plan

Starting from the business prospects evaluation, we will
contribute to the security and safety of our customers as a
partner of our customers

Priority areas (Zone A) x enabler business

FSX, Inc. (Tokyo)

Supporting financial structure reforms in
collaboration with regional financial institutions

FSX, Inc.is a distributor of hand towels, rental towels, and other daily necessities. FSX
offers antiviral and antibacterial hand towels using VB, a patented technology
developed together with a joint venture from Tokyo Institute of Technology and Keio
University that inhibits viruses and bacteria by at least 99.99%. In February 2020, VB
hand towels were provided to the cruise ship Diamond Princess to help ensure the
safety and security of essential workers and other personnel confronting Covid-19.

The Shoko Chukin Bank compiled an in-depth business prospects evaluation
through on-site visits and interviews with management into a value improvement report, sharing the company’s strengths and financial
challenges. The Shoko Chukin Bank supported the development of a new business plan to resolve the business succession issues left over
from previous years, while providing support in cooperation with other financial institutions.

Specifically, we arranged a syndicated loan totaling ¥1.05 billion. The syndicated loan was arranged by the Shoko Chukin Bank, with
participation from the Seibu Shinkin Bank, the Tama Shinkin Bank, Higashi-Nippon Bank, and Kiraboshi Bank, and its structuring was made
possible through collaboration with these regional financial institutions. In addition, a separate equity subordinated loan of ¥200 million
was also provided to support the elimination of the mismatch between operating and financial cash flows, the increase in capital, and the
further strengthening of the financial base.

[Thoughts from a member The enabler business supports initiatives with high ripple effects throughout the
of the Shoko Chukin Bank] region that lead to economic revitalization, regional development, and
et MEEE, Medhia improvement of industrial competitiveness through the perspectives of three

’ ) enablers, taking advantage of the characteristics of the Shoko Chukin Bank.

Office (at the time of interview)

President Fujinami is optimistic about the future

. X Stance Know-how and Risk-taking
of the business and has a strong will and energy. ® Breaking through technology ® Credit and credit methods that
We have done our best to support the president, financial practices ® Establishing advanced defy precedents -
. . . ® Perspective of the entire support schemes ® Operating beyond traditional
who is positively committed to the development region and industry @ Total planning industry standards
of anti-viral products with a view to the ® Fundamental @ Nationwide network ® A wide range of support for
problem solving groups excluded from finance

maturation of the rental hand towel market.

BCP support

KUSATSU ELECTRIC CO., LTD. and the Shiga Denka Kogyo Kyodo
Kumiai (Shiga Prefecture Electric Industry Cooperative)

Support to prepare for large-scale disasters such as earthquakes

KUSATSU ELECTRIC CO,, LTD. is a manufacturer of small motors and pumps for industrial
equipment and air conditioners. KUSATSU ELECTRIC has multiple business locations in Japan and
overseas, develops its own manufacturing equipment, and conducts integrated production from
equipment to finished products. The Shiga Prefecture Electric Industry Cooperative, for which the
KUSATSU ELECTRIC's President serves as chairman, was supporting the formulation of a business
continuity plan (BCP) to build a system that would enable its members to continue their business
in the event of disasters that were occurring one after another across Japan. Furthermore, in
order for the cooperative members to cooperate with each other and maintain the supply chain
in the event of an emergency, the cooperative formulated a Collaborative Business Continuity
Enhancement Plan and obtained certification in March 2021.

The Shoko Chukin Bank, in cooperation with the Organization for Small and Medium Enterprises and Regional Innovation, JAPAN (SME
Support, JAPAN) and the Shiga Prefecture Federation of Small Business Associations, supported organizing the BCP seminars and other
events that the cooperative was promoting, and provided information and other support tailored to the needs of each cooperative
member. Having confirmed that the company, which has multiple locations, would be required by its customers to provide a stable supply
even in the event of a disaster, the company established a disaster-response commitment line* that allows free access to funds in
preparation for disasters in Shiga Prefecture and at its other locations. Through this, we have secured a smooth means of financing to
enhance business continuity and increase the trust of our stakeholders.

*The agreement excludes disasters above a certain size from reasons for financial institutions’inability to provide loans, enabling prompt financing based on
predetermined conditions within the commitment line, including in the event of an earthquake or other extraordinary event.
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Operational reform initiatives

In order to reallocate resources to priority areas and optimize costs while maintaining our nationwide network, we have
improved and upgraded the productivity of sales contact point operations (loan liaison department), streamlined back-
office operations, and reviewed branch functions including full banking functions.

Plan Results

Replaced PCs for business use with thin client
devices

Productivity

improvement . o
of loan liaison Introduced a business flow visualization system
iz Introduced smart phones (introduction of
P Reform measures to reduce business card management application), etc. Total of
ions b | 300,000 hours
operations by a tota e
of 300,000 hours Centralized loan contracting operations at clleparinie
Review of the headquarters
back-office *Time reductions are based on Self-enablement of procedures by customers
operations the Bank’s assumptions compared Introduction of a paperless system, etc.

to the Bank's existing operations.

Integration of 17 branches in
9 Integration of 17 branches Progress

; major cities
Review of ) Reduction of retail operations at according
branches Reduction of retail operations 42 branches to the plan

at 42 branches in rural areas

While focusing resources on initiatives to

improve productivity through operational

Optimization of reform, and to enhance corporate value for Reduced approx. 350 employees by FY2020 and
customers, there were plans to reduce the approx. 460 employees by FY2021

number of employees by approximately 400

due to causes such as natural attrition

personnel

INTERVIEW

Execution of operational reforms and building momentum

The Project Team for Promotion of Branch and Operational Reform was one of the dedicated teams established to take on
key management streamlining measures in the Shoko Chukin Bank Management Reform Plan. Through the introduction of
various information systems and the review of operations, we worked to maintain a nationwide network by improving
operational efficiency through the use of paperless system and the implementation of remote work, thereby improving
convenience for our customers and reforming the work styles of our employees.
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