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m Corporate philosophy

"I'm glad you're here..."
"I'm glad we met..."
this perception is our goal.

No matter how much the times change or time passes

We are committed to providing service from the customer's perspective,
staying closely in tune with their everyday life,

providing value, and helping our customers lead more prosperous lives
<Our Ambition>

We aim to serve as a bank that always thinks of customers first in any situation.

By genuinely listening to our customers and providing added value like only Suruga Bank can deliver, we aim to be the kind of
bank that makes customers feel "I'm glad you're here...I'm glad we met."

To provide customers with truly satisfying service, it is vital for staff who provide these services to feel that their work is
meaningful. Thus, we also want to be a company that not only customers, but also staff feel "I'm glad you're here...I'm glad

we met."
A AI)VFiiRiT
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« Led mainly by junior board members consisting of 20 young employees
with an average age of 30, we are carrying out activities to reform our
corporate philosophy from the "bottom-up."

« As a result of carefully considering ‘our company's vision when achieving
a customer-oriented business model’ and ‘what we must pursue to
achieve it,” we arrived at our new corporate philosophy which expresses
our aim to "be a bank that makes people think 'I'm glad you're
here---I'm glad we met"".

« In realizing our new corporate philosophy, it is also vital for staff to feel
that their work is meaningful and put their own ideas into action.
Therefore, our ambition to retrain and rebuild each and every person is
also expressed in "Our Ambition."



m Compliance Charter

The Suruga Bank Group hereby declares that all its employees will work together in carrying out its
Compliance Charter to realize our corporate philosophy and serve as an indispensable part of society.
We have taken to heart the lessons from past scandals which greatly affected society, and are dedicated
to ensuring they that are never again repeated by focusing efforts on setting compliance as our top
management priority and establishing measures.

[Customer-Oriented Business Management]

We listen carefully to customers and offer optimal products and services that are in their best interests.

We will establish trust through long-term transactions with our customers and realize sound management that leads to
fair profits.

[Honest, Fair and Transparent Corporate Activities]

To meet the expectations of both customers and society in general, we will act with integrity while considering not only
laws and regulations but also social norms and the public nature of banks.

We will strive to detect problems early, recognize facts accurately, disclose information fairly, and respond based on
appropriate judgments.

[Ensure a Healthy Work Environment]

We will value our colleagues and their families, eliminate harassment, and create an environment where all employees
can enjoy work with peace of mind.

We will promote a corporate culture where all employees respect each other and can freely exchange opinions regardless
of their position.

[Prevent any relationships with anti-social forces]
We will prevent any relationships with anti-social forces that pose a threat to social order and people's safety, and ensure
soundness and safety in our financial infrastructure,

[Act with a Sense of Ownership]
We will engage in our day-to-day work using the Compliance Charter as the standard for judging all actions, under the
firm belief and sense of responsibility that each and every employee has the power to change our company.

AIVFIERTT 3

« In order for us to achieve the target vision set in our corporate
philosophy, we established a Compliance Charter that provides the
standard guiding employees' actions and judgments.

« By ensuring that all employees act with an awareness of, and
compliance to, the Compliance Charter, we aim to achieve a healthy
organizational and corporate culture while also ensuring thorough
compliance.



B Implementing the Business Improvement Plan @

% We submitted a business improvement plan to the Financial Services Agency in accordance with a Business Improvement Order

dated October 5, 2018

4 We are carrying out the improvement plan to ensure thorough compliance, realize customer-oriented business operations, and
build a healthy organizational and corporate culture.

K N1 ST

Resignation of former management

Clarification of
responsibilities based on the
recent disposition
of executive

Transition to a company with an Audit and
Supervisory Committee, and strengthened
governance measures by proactively utilizing
outside directors

Establishment of a Compliance System
Restructuring Committee

Enhancement of the Compliance Department and
‘Whistleblowing System

Review of the rformance evaluation system
Mindset reform and be ¥

governance reform
(business management  Establishment of a customer-oriented business
T system, and i ion of
for rebuilding the company  education and training to promote a healthy.
corporate culture

Conducted survey of all investment real estate
loans and carried out strict actions based on the
survey results

Overhaul of corporate philosophy

Formulation of a Mid-Term Business Plan

* AML/CFT: Anti-Money Laundering/Counter Financing Terrorism
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+ We submitted a business improvement plan to the Financial Services Agency in

Current as of November 14, 2019

In September 2018, there were a total 5 resignations: 3 representative directors and 2 executive directors

In November 2018, a damage suit was filed against current and former directors and executive officers regarding damages related to
loan issues for share houses and other income property.

In December 2018, a lawsuit was filed against the current and former directors for damages related to credit management issues
concermning companies associated with its founding family.

In September 2018, an outside director was appeinted to Chairman of the Supervisory Board.
In June 2019, the company structure transitioned to that of a company with an Audit and Supervisory Committee. 4 of the 7 directors
are outside directors. All 3 Audit and Supervisory Committee members are outside directors.

In N ber 2018, a Ct i System R ing C i was
Thereafter, the structure for drastic restructuring of the I system was. d and

In December 2018, we expanded Compliance Department staff and set up a whistleblower response room as well as AML/CFT* office.
Review was conducted of rules and procedures related to the whistleblowing system as well as the contacting environment.

In the first half of 2018 the evaluation system, which focused en quantitative items, was revised and a new job evaluation system that
focuses on qualitative items replaced it.

Training was administered to all employees on financing and legal compliance to ensure they have the knowledge expected of a bank
employee and to promote a healthy corporate culture. Training has been conducted on a semi-annual basis since the second half of
fiscal 2018.

In May 2019, we announced the results of a "Survey of All Cases" conducted on all investment real estate loans to determine whether
they were fraudulent.

At the same time, we conducted and released the results of investigations on unsecured loans (examination of whether employees are
involved in fraudulent business), violation of the prohibition of tie-in sales, violation of the bank agency services autharization system,

and ¢ fon of the 3

In May 2019, we carried out uncompromising punishment of any employees found to be involved in fraudulent cases as a result of the
-above investigation.

In November 2019, we formulated a new corporate philosophy from the bottom up: "To be a bank that makes people think 'I'm glad
you're here... I'm glad we met'"

In 2019, we and a new Mid-Term Business Plan based on the new corporate philosophy.

accordance with a Business Improvement Order dated October 5, 2018

« Through steady implementation of this business improvement plan, we are working
to ensure thorough compliance, realize customer-oriented business operations, and

build a healthy organizational and corporate culture.

« We are drastically reforming all aspects of our business while promoting the active

introduction and utilization of external resources to incorporate an 'external

perspective'.

« The following six items represent the major improvement goals, while the status of

these, currently at November 14, are as shown above.
(1) Clarification of responsibilities based on the recent disposition

(2) Mindset reform and governance reform (business management measures) for

rebuilding the company

(3) Establishment of a management system for excluding anti-social forces and a

management system to prevent money laundering and terrorist financing

(4) Establishment of internal audit systems and credit risk management, including

loan screening management

(5) Elimination of transactions with companies controlled to a some degree by a

founding family member

(6) Establishment of measures to appropriately respond to each customer individually

concerning share house and other investment real estate loans.




® Implementing the Business Improvement Plan @

Key improvement item Improvement efforts to date

Establishment of a management
system for excluding anti-social
forces and a management system
to prevent money laundering and
terrorist financing

Establishment of internal audit:
systems and credit risk
management, including loan

Elimination of dealings with anti-social forces

Establishment of a system to detect dealings
etc. that involve anti-social forces, suspicious
transactions, and substantial controllers of
businesses

Establishment of the specialized department
"AML/CFT Office," and integration of
measures to utilize external experts

Strengthening authority of the Loan Screening
Department

Ensuring independence of the Internal Audit
Department and the effectiveness of audits

Three-Line Defense enhancements

of credit risk it
i real estate loans

Elimination of transactions with

Establishment of a real estate management
system

Formation of a team dedicated to investment
real estate loans

Limited secured loan handling locations

to a some
degree by a founding family
member

Establishment of measures to
appropriately respond to each
customer individually with regard
to share house and other
investment real estate loans.

of capital
Full recovery of loaned amounts

Establishment of an office for handling share
house related matters

Customer support

We have revised rules, business procedures, etc., to clarify policies on dealings with suspected anti-social forces, and implemented
procedures to eliminate transactions based on comprehensive discussions with police:

In December 2018, to aveid human error, we established and began operation of a system that blocks anti-social forces from opening
new accounts. We also established and started operation of a system for detecting suspicious transactions among corporate transactions,
as well as a system to prevent inadequate verification of whose is in legal control of a business. This system has been fully familiarized
with all and is being moni by

In December 2018, we established an AML/CFT Office.
We have also integrated measures to utilize the advice and training of external experts.

In December 2018, the position of the Loan Screening Department head was raised from the level of an executive officer to a senior
executive officer to strengthen the authority of the Loan Screening Department and enhance checks-and-balances.

In December 2018, the positien of the Internal Audit Department head was raised from the level of an executive officer to a senior
executive officer to ensure independence of the Internal Audit Department and enhance checks-and-balances.

To enhance the functionality of our Three-Line Defense, an improvement plan was formulated to clarify the roles of first line (sales),
second line (loan screening and compliance) and third line (internal audit) defenses. Education and training was individually conducted for
each of the three lines.

In November 2018, the name of the business audit department was changed to “Internal Audit Department” and a system conforming to
improvement plan began operation.

In April 2019, we introduced an external system that calculates the value of real estate based on DSCR* and future income of loan-
financed properties.

A review of sales and business processes was also conducted.

In May 2019, we established a system to centrally manage real estate-related agents, which integrates transaction history, negative or
unbeneficial information, anti-social forces information, and allows us to screen transactions.

In May 2019, a small team of specialists was formed to resume investment loan activities, which had been suspended until that time.
Members include the members who experienced the Compliance Division or Loan Screening Department to ensure a structure capable of
operating with a customer-oriented stance.

In May 2019, secured loans (excluding investment real estate loans) were limited to locations that have a loan officer on staff.

In October 2019, all shares owned by the founding family were sold to Nojima Corporation, thereby eliminating the capital relationship of
family members.

In October 2019, a repayment agreement was signed for all loans extended to founders and family companies. All loan transactions are
also scheduled to be recovered within FY2019.

In June 2018, an office for handling share house related matters was established, under the direct control of the president.
We are working with customers through changing conditions etc. in cooperation with relevant departments.

We strive to attentively and thoroughly listen to each customer's situation, and provide optimal solutions that, as best possible, gain their
consent and i i i fixated on rigid procedural, one-size-fits-all solutions.

In May 2019, we began conducting partial principal reductions. The principal reduction rate, etc. are being calculated through discussions
and such with customers.

*DSCR (Debt Service Coverage Ratio) = Net Operating Profit / Principal and Interest Repayment Amount

A

« With regard to share house and other investment real estate loans, as
measures to support customers having difficulty with loan repayment, we
have not only applied existing measures such reducing rates and modifying
conditions, but also taken it a step further by starting to cut some of the
principal.

« We will continue striving to attentively and thoroughly listen to each
customer's situation, and provide optimal solutions that, as best possible,
win their consent and understanding without being unreasonably fixated on
rigid procedural, one-size-fits-all solutions.



m Corporate Governance

4 To build a sustainable business model, in addition to thorough compliance, we are also focusing efforts on improving
business execution in ways that maximize our strategy, measures, and business resource allocation based on clear
identification of risk appetite.

4 While strengthening the supervisory capacity of our Board of Directors, we are also aiming to realize highly transparent
corporate governance.

Business management framework Strengthening of Compliance Measures

Set the Mid-Term Business Plan and risk appetite framework Establish and thoroughly implement a compliance program
as the two central components of business operations and with four basic policies:
optimize risk versus return

Business Management Establish a Compliance
i Charter and strict

Recommit to the
Three-Line Defense

adherence by all staff
[ Mid-Term Business Plan Risk Appetite Framework ? TR ] ? Promote AML/CFT ]

i N X whistleblowing system measures
v Strategies/Measures v Consider risk vs. return
v Decide where to allocate v Clarify types and amount

management resources of acceptable risk

Strengthening of Governance Measures

T Establish an Audit and Supervisory
Board of SUPSIVIEOTY. .- Committee to strengthen the supervisory
Directors Committee capacity of the Board of Directors

Compliance System G Nomination and Establish a voluntary Nomination and

Resglc g : Remuneration ** Remuneration Committee to ensure
Committee Committee Committee

Business execution
meetings

objectivity and transparency in matters related
- = = to personnel, directors remuneration, etc.
Various risk committees ‘

Credit Risk Business Risk System Risk
Committee Committee Committee

ALM*/Integrated Risk
Management
Committee

*Asset Liability Management

AIVFIERTT

« Under the new business framework, we aim to optimize risk versus

return based on two central components: our Mid-Term Business Plan
and Risk Appetite Framework.

« To strengthen compliance measures, we have formulated a

compliance program with 4 basic policies set as its specific action
plan.

« We have also formulated the structure for robust governance
measures; transitioned to being a company with an Audit and
Supervisory Committee; and established a voluntary Nomination and
Remuneration Committee. Our goals are to strengthen the
supervisory capacity of the Board of Directors, as well as achieve
corporate governance that ensures objectivity and transparency.
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B Suruga Bank Mid-Term Business Plan - "Re:Start 2025" (Period: FY2019-2025)

Corporate We want to be a company that makes customers feel
Philosophy "I'm glad you're here...I'm glad we met"
Customer satisfaction Shareholder value Employee satisfaction Contribution to society

Providing value
New Vision for Suruga Bank

- To realize our corporate philosophy, we will create a "new Suruga Bank" that delivers
Vision customer satisfaction and ensures that staff feel their work is meaningful. We will achieve this
through a commitment to carrying out customer-oriented business, initiatives in our core
business of retail banking, and by creating unique value in ways that are distinct to our bank.

- Establish measures for thorough compliance and controlling appropriate risk/return, and
develop a "new sustainable business model" as a public financial institution that benefits the

public
Restructure the core business of 'retail banking' Promote existing businesses with controlled risk
while promoting 'marketable activities' to diversify capital, pursue new business, and prepare for
Strategic risks and stabilize profits risks that surface in high-stress environments
Management ¥ Establish a revenue base that balances risk ¥ Even after Basel III is revised, we will maintain
and return by controlling RA gross operating a capital adequacy ratio of at least 8% to
profit* realize our business strategy

*RA (Risk Adjusted) Gross Operating Profit = Gross Operating Profit - Actual Credit Costs

AIVFIERTT 8

« Our vision is to create a "new Suruga Bank" that can provide value to
shareholders, employees, and society, which we will achieve through
a commitment to carrying out customer-oriented business and
achieving true customer satisfaction by providing unique value
through our specialty area of retail banking.

« We will establish measures for thorough compliance and controlling
appropriate risk/return, and develop a "new sustainable business
model" as a public financial institution that benefits the public.

« The business strategy for realizing this vision consists of two pillars:

@ Building a revenue base that balances risk and return by
promoting marketable activities aimed at rebuilding our core
business of retail banking, as well as diversifying risk and
stabilizing earnings

@ Promoting existing business while pursuing new business, by
applying risk capital control in @ manner that considers risk versus
return, and also bolstering equity capital to prepare for risks that
tend to surface in high-stress environments.



m Basic Strategy for Phase 1

Environment
recognition

Continued negative Compliance with Fintech support Social change Consumer change
interest rates reg|_||ation5 v Systemization and ¥ Declining v Improve awareness
¥ Cost reduction, staff v Basel III revision labor-saving birthrate/aging around inheritance and
review ¥ Reassess business investment population asset building
¥ Focus on non-interest boundaries based on ¥ Platform creation ¥ Population ¥ Diversify the labor
rate based business market entry of through collaboration concentrating in cities force, work styles, and
different industries with different industries service needs

Strategy

Phase 1 (FY2019-2022) Phase
2,
Addressing priority i v :SEiEEt investment real estate loans and improve their
issues banking v Evolve towards a solution-based sales model FY2023 =
v Expand based on area characteristics =
=2025 Is)
Share house )
related loans Marketable v Shift away from a credit risk-centric portfolio 3
activities v Aim for stable operation with contained downside risk Q
=
i (1]
New ¥ Partner with external companies <
business v Utilize the API collaboration platform 5
=}
[c]
8
0
w

Optimizing allocation of management resources

Reform of branch Reallocation of Revision of group 3
[ operations ] [ human resources J [ capabilities ] [ Cost reduction ]
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« In our Mid-Term Business Plan up to FY2025, we plan to reestablish a
sustainable business model over the next three years as Phase 1 of
the plan.

« In the current business environment, it is necessary to respond to
continued negative interest rates, regulation revisions, and fintech
trends. Meanwhile, in today's social environment, banks are expected
to respond to the growing awareness of inheritance & asset building
as well as ever-diversifying customer needs.

« Amid a difficult environment, we must continue to make retail
banking our core business and aim to develop businesses that are
different from those in the past while leveraging our knowledge and
expertise.

« We will focus on retargeting investment real estate loans and
reforming the “quality” of assets. We will also shift away from a
credit-risk centric portfolio, and promote securities with varying risk
profiles. We need to pursue the challenge of creating new businesses
unique to our company by drawing on the strengths of alliances and
API collaboration platform.

« We aim to establish a new position by striving to optimize the
allocation of management resources who support our basic strategy
and completing priority issues quickly.
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®m Financial Plan Overview (1/3) Target Management Indices

Units: 100 million yen

FY2019 FY2022
(Forecast) (Plan)
RA gross operating profit*1 620 490
o
3
sl | OHR*2 55% Up to 60%
2
=
8
I8 | Net income 150 60
z
Capital adequacy ratio*3 9.5% Over 10%
S8
=] | Net income 155 70
83

*1 RA (Risk Adjusted) Gross Operating Profit = Gross Operating Profit - Actual Credit Costs
*2 OHR (Over Head Ratio) = Expenses / Gross Operating Profit

*3 Although Basel III is expected to be revised around late March 2022 (Domestic standard banks are not yet decided),
it is not included in the above indices (assumed impact is around -2%)
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« For RA gross operating profit, which represents our main business
profit including actual credit costs, we forecast a decrease of around
13 billion yen in FY2022 versus FY2019. However, OHR should remain
within 60% due to cost reductions; non-consolidated net income
should be 6 billion yen; and the capital adequacy ratio is planned to be
over 10%.

« We plan to improve the gap between consolidated and non-
consolidated figures by boosting profitability and reviewing functions
across the entire group. Through this we plan to increase consolidated
current net profit by 7 billion yen.




®m Financial Plan Overview (2/3) Asset Allocation

4 Shifting our asset allocation to a middle risk—-middle return profit structure with less risk than ever before
# Also promoting marketable activities to diversify risk and stabilize profit

FY2019 (Forecast) FY2022 (Plan) FY2025 (Outlook)
Assets under management: Assets under management:
3.2 trillion yen 3.1 trillion yen

Average yield Average yield

2.70% 2.38%

[l Existing loans New loans

Securities Other

AIVFIERTT 12

« By building up a new portfolio of loans that controls risk and
promoting marketable activities, although a decline in average yield is
expected, these efforts will shift our asset allocation towards a middle
risk—-middle return profit structure.

12



® Financial Plan Overview (3/3) Actual Credit Costs and Profit Trends

4 Net interest income and actual credit costs decreased due to the decreasing balance of existing loans
4 The plan will maintain a certain level of RA gross operating profit from FY2022 as a result of building up an inventory of

middle risk-middle return loans

Units: 100 million yen

840 710 [l cExisting loans
New loans
Net interest
income Securities
Other
%0 200
Actual credit
costs
620 490
RA gross
operating profit*
FY2019 FY2022 FY2025
(Forecast) (Plan) (Outlook)
*RA (Risk Adjusted) Gross Operating Profit = Gross Operating Profit - Actual Credit Costs
ZJIVFigReT i

 Shifting our asset allocation to a middle risk-middle return profit
structure will have the effect of reducing net interest income.

« In Phase 1, RA gross operating profit will decline to 49.0 billion yen
due to a conservative estimate of actual credit costs. After that, they
are expected to maintain the same level due to actual credit costs

peaking.

13



m Actual Credit Costs Forecast (1/4) Forecast Assumptions (1)

4 Actual credit costs are forecast by taking into account debtor category changes over time (average of the latest three quarters)
% Since the share house related issue came to light, we have minimized contacting people who are in arrears. Actual credit costs are
estimated conservatively by applying the latest performance which includes significant debtor category downgrades

Actual Credit Costs Estimate Overview
(Example: for cases requiring special attention)
Debtor category

Previous FY Current period - X _ - _
Clients requiring
special attention

Clients requiring ey o — o
corrective action xxbilionyen | 36 XX % — | XX billion yen

Clients at high risk | . L . — .
of bankruptcy ‘ XX billion yen ‘ x ‘ XX % ‘ ‘ XX billion yen ’

Virtual bankruptcy
client/
Bankruptcy

Forecast assumption

+ Claim amount of downgraded loans in term = Claim amount of loans
requiring special attention X Downgrade rate*3

+ Downgrade rate is estimated on the assumption that the average
performance (average of latest 3 quarters) of the year ended June 2019
will continue.

*1 Downgraded claim amount: Amount of loans etc. whose debtor category was downgraded (worsened) in the current FY.
*2 Reserve rate difference: The difference between the reserve rate before and after the downgrade. Reserve rate is based on results ending June 2019
*3 Downgrade rate: Ratio of claims, among claims in previous FY, whose debtor category was downgraded

AIVFIERTT L

« 'Downgrading' is the transition down to a lower debtor category, while
the 'downgrade rate' is the rate of this transition.

« Actual credit costs are calculated by estimating, for each quarter, the
remaining balance in each debtor category based on the downgrade
rate and multiplying this by the reserve ratio difference that
corresponds to the debtor category.

« Even when a delinquency occurs, we estimate conservatively by using
actual downgrade results that reflect the current situation of issuing
minimal reminders to customers.

14



m Actual Credit Costs Forecast (2/4)
Forecast Assumptions (2) Single Income Property Loan

& Partly due to changes in self-assessment standards¥*, loans of approx. 850 billion yen are classified as loans requiring
special attention

4 At present, most loans are not delinquent. However, taking into account the impact on the future actual credit costs, the
estimate takes into account the occupancy rates of loaned properties

Balances by Debtor Category (as of end of September 2019)

Units: 100 million yen

Debtor category Credit claims such as | Portion of single income
loans property loans (excluding Portion not delinquent
share house cases)

Normal client 12,164 1,995 1,995
Clients requiring special

S enfions 10,449 8,515 8,311
Clients requiring corrective

Scticn 1,862 655 567
Clients at high risk of 992 567 215

bankruptcy
Virtual bankruptcy
client/Bankruptcy

Total 26,891 11,619 11,094

1,423 187 7

*Loans are categorized as requiring special attention if tax return documents are not received or the loan property has negative cash flow even if not delinguent

AIVFIERTT 2

A single income property loan is a loan for the purpose of purchasing a
single building for investment purposes, such as a residential
condominium or apartment.

The balance for single income property loans is around 1.2 trillion yen,
but around 70%, or 850 billion of these are loans requiring special
attention.

As a result of the changes in self-assessment standards at the end of
September 2018, loans are categorized as requiring special attention if
a tax return documents are not received or the loan property has a
negative cash flow even if not delinquent. Most are not overdue at this
point in time.

While most loans requiring special attention are not overdue at this
time, there are concerns over the cash flow of loan properties.
Therefore, when estimating actual credit costs, these estimates are
made based on a detailed analysis that takes into account the
occupancy rates of loaned properties.

15



m Actual Credit Costs Forecast (3/4)
Single Income Property Loan: Estimates after Applying a Downgrade Rate for each Occupancy Rate

# Loans of properties with low occupancy rates tend to have higher downgrade rates
4 By the number of claims on low occupancy rate properties decreasing due to downgrades, the proportion of claims on high
occupancy rate properties will increase, which will improve the downgrade rate over the long term

Single Income Property Loans - Downgrade Composition of Occupancy Rates in Claims by Year
Status of Cases Requiring Special Attention (Forecast)

Occupancy rate

March, FY2019 June, FY2019 B Less than 80%
Composition ratio Bl 80-100%
Clients
requiring
" 97.7% special 100%
Clle_n_ts attention
requiring e Y T 20 N R
special crren (R oo, (T
attention requiring A
2.3% corrective
: action or
less 50%

Downgrade status by occupancy rate
(Requiring special attention — 25%

Requiring corrective action or less)

Occupancy rate Downgrade rate 0%

Less than 80% 4.4% FY2019 Fy2022 FY2025
80-90% 2.3%) (Forecast) (Plan) (Outlook)

(Requiring special
90-100% 1.3%) attention — Downgrade @
rate of clients requiring .
Total 2.3%)|

corrective action or less)

AIVFIERTT &

« The lower the occupancy rate, the higher the downgrade rate tends to
become. Especially when the occupancy rate falls under 80%, the
downgrade rate can be as high as 4.4%.

« Over the long term, by taking into account the downgrade rate for
each rate of occupancy (the lower the occupancy rate, the higher the
downgrade rate), we can expect the downgrade rate to improve over
time since the proportion of loans on low-occupancy-rate properties
will decline as the proportion of loans on high-occupancy-rate
properties increases.

16



m Actual Credit Costs Forecast (4/4)
Forecast Assumptions (2) Single Income Property Loans Outlook

& Actual credit costs remain high in the short term based on the conservative assumption that many debtor category

downgrades will continue
& From 2023 onwards, loans on properties with low occupancy rates will decrease, causing actual credit costs to also

decrease.

Single Income Property Loan - Actual Credit Costs Trend

Units: 100 million yen

200

100 ~

0 FY2019 FY2020 | FY2021 | FY2022 | FY2023 | FY2024 = FY2025

v
A
¥

« 2

Forecast Plan Outlook
ZIVHiERTT

« Because the debtor category downgrade is estimated conservatively,
we can assume that actual credit costs will remain high in Phase 1.

« From 2023 onwards, loans on properties with low occupancy rates
will decrease, causing actual credit costs to decrease.

17
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m Sales Strategy Overview

4 In the first phase, we will lay the foundation for a sustainable business model based on our unique retail infrastructure

Key Points
O Utilizing knowledge and expertise built up over the decades, personal loans will continue to be a pillar of our retail banking business

O Improve financial support capabilities to solve customer issues
O Promote marketable activities in order to shift away from loan-centered portfolio and stabilize profit

(- R R BN
activities
Life field Asset field Business field
Unsecured Loan/Asset Consulting/Corporation
Shizuoka & o Asset succession Business succession
Kanagawa Specified-Purpose loan (inheritance)
et Private pension .
Protection insurance Business loans
products Securities
management
Tokyo area,
WIde area Housing loans Investment real estate loans
\ Z

Infrastructure

Alliances with external companies
CRM (*1) platform API (*2) collaboration platform
Channel platform | Marketing platform

*1 Customer Relationship Management *2 Application Pregramming Interface

AIVFIERTT

« By incorporating new perspectives into the unique infrastructure and
know-how we have built up and refined over decades, we will
establish middle risk-middle return retail banking which involves less

risk than our previous activities.

« There are 3 key points:

@ Our past strengths of investment real estate, housing, and
unsecured personal loans are the primary sources of earnings.

@ We will improve our financial support capabilities for solving a wide
range of problems in our customers' lifetimes and businesses.

3 We will promote securities investment for the purposes of portfolio
diversification and income stabilization.

« In local areas of Shizuoka and Kanagawa, and a broad range of other
areas around Tokyo, we will expand business in three segments of
"life," "assets," and "business" based on the unique characteristics of

each area.
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m Sales Structure with Improved Compliance and Risk Management

4 Establish Compliance Leaders at each sales office/headquarters to ensure full compliance and risk management
4 Review sales and business processes in investment real estate loans to prevent fraud

Strengthening of compliance systems at sales sites Strengthening of risk management in investment real estate loans

m Compliance Promotion/Compliance Risk Management Structure

[ Application acceptance and contract J

Compliance System

Restructuring Ce itt 3 H 58 .
1st line (Sources of compliance risks) IHUDnR SOimites O Investigate all client-introducing real estate

Follow-up P
agents and eliminate unfavorable agents
= Compliance Committee
* Deliberation body for O Interview clients and confirm authenticity of
* important matters Collect risk information, ete.

required documents
2nd line

© Form a dedicated team

E Coordinate =
- Area supporters
(Compliance Division)

* Support/ &
= checks- H
: and- aurssssnsEnnrranns
* balances  Qyersee compliance activities and . . s
compliance risk management company- O For properties acquired from external specialist
wide g
contractors, evaluate based on profitability (DSCR)

[ Loan screening ]

Other employees, AS, CS

Compliance Leader Compliance Area Supporters
3 p pp [ Post-execution management (Principle) ]
Functions as the second line in Support compliance leaders . .
sales offices, etc. O Once a year, receive tax return, etc., from clients
O Actively ensure compliance O Monitor efforts through regular visits to to confirm rental income and expenditures
© Risk sensor sales offices, etc. . )
O Training (0IT) ) Reporting line is to Compliance Division O Conduct field surveys on investment properties
once a year
ZJIVFigReT 20

« We have established Compliance Leaders with the powers of the
second line rank in our Three-Line Defense at all sales offices and
headquarters to ensure full compliance and risk management.

« In coordination with Compliance Area Supporters assigned to the
Compliance Division, we are ensuring a clear reporting line for fraud
cases and implementing checks-and-balances.

« We have also reviewed the marketability of investment real estate
loans, sales, and work processes, strengthening our management of
both operational and credit risks.




E New Loan Disbursements

FY2022 (plan) Market Opportunities Strategy
= + Continues to be a firm need for handling real + In addition to carrying out thorough
3 estate-based inheritance or asset building C‘ljml:;"a”c.'ia”g risk q‘tljadr;agc_erl?ent,
h] i AR also transition to a middle risk—
% 120 billion yen A QEnerat!, ﬁr:\al;ﬁli!l 'PStgytlonst.?rg ! d middle return business model that
= SONSRIvaUve In ey Jending atltudes-towards takes advantage of our capabilities

investment properties

+ Carefully scrutinize information with

Investment real estate loans

| =

<] ) ing i

= + In the domestic real estate market, there are ?"c‘)ri""g"'_':g;z gg ”z'ezg z;fg"m;ti‘(ot':}
TH it i i ick— T rell LI N waorl

‘g 10 billion yen as_set finance qpportumtles mth_rmddle risk forove our sorencthe in the:real

= middle return in the real estate investment P g

IS] market suitable for professionals and businesses estate field

+ The highly-individualized mortgage market that ~ * Develop highly individualized markets
Housing loans — we focused on to date still exists in the market using an in-house platform that
50 billion yen combines the capabilities of
marketing, customer response, and
appraisal
+ Differentiate our company from
competitors through superior

« There are firmly established financial needs for customer solution-proposing
Unsecured loans 10 billion yen addressing life events and QOL* capabilities by boosting our
- Even more attractive markets can be opened up marketing sophistication in the areas
by uncovering other potential needs of data analysis and customer contact
*Quality of Life
ZJIVFigReT 2l

« Based on the current market environment and management
resources, we plan to issue 190 billion yen worth of new loans by
FY2022.

« As far as investment real estate loans, in addition to implementing
comprehensive compliance and risk management, we also intend to
shift to a middle risk-middle return business model. The company also
plans to generate 130 billion yen by focusing efforts on asset finance
for business operators.

« Housing loans are planned to reach 50 billion yen taking advantage of
the strengths that our company has built up to date in developing
highly-individualized markets.

« Unsecured loans are planned to achieve 10 billion yen by boosting our
ability to propose solutions through sophisticated marketing.




B Investment Real Estate Loans

# Shifting our business model towards a middle risk-middle return strategy, and resuming investment real estate loans

Environment Increasing awareness of inheritance Continued needs in asset building for
recognition according to tax and civil law revisions retirement

Continue to meet real estate investment demand

- Key points in business
Malnjcustomers model transformation

Market classification IL_If
CAmount of Financial Assets Held)* | Former imm | Future

Customized support cultivated

Risk assessment th h housing |
rough housing loans
Suignuen Besedion B2

more
84,000 households

] Product development

Affluent segment

(100 0 500 miian Fv) capabilities according to market
183,000 households

Introduction of L 4 needs

L

middle-return

Emerging affluent [} N
st 100 i) products Longstanding sales experience

0 million to 100 million
3,222,000 households

Customer Customer in metropolitan areas,
Upper mass especially Tokyo
LT S Restructure sales
channels according
Mass Seqment to customer Segmentation from various
{2031 000 howsenates segment perspectives

*Reference) NRI estimated value

AIVFIERTT

We recognize a stable demand for real estate investment based on a

growing need to handle inheritance and asset building for retirement.

As we resume loaning activities for investment real estate loans, we
are shifting to a middle risk—-middle return business model by
providing loans to affluent segments, which carries less risk than our
previous model.

While drawing on the strengths of our company's capabilities and
clearly assessing risks through quantitative indicators such as DSCR,
we are also introducing middle-return products and re-establishing
sales channels according to our customer base in order to transition
to our new business model.

We aim to continue improving value for customers by staying closely
in tune with each customer's needs and honing our overall appraisal
skills.
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® Housing Loans

4 Using our in-house platform, we will re-launch customized mortgages in markets that we have traditionally excelled in

Environment Diversification by Diversification by , o
workstyle B — Diversification by career

<Number of employees by
workforce size>

Workforce size/ : 5
Offer customized products Domlnatlgvseagggij;e;:sreﬁgte;: e caD
1-4/
11.5% 85.4% of entire Subdivide segments based on market s 3
workforce perception SLeening
5-9/
12.2% Biverdif | fiiEelass | Loan screening
cation by l Contract/agency temp ] 9 expertise developed
Highly- workstyle over decades
2 o .g y. Y l Multiple jobs/second job J etc. 5
individualized 5
10-49/ B
market
35.9% [ Senior | =
Diversifi- o
cation by I Female | {=]
workforce [ | o
Foreign ete. o
50-99/ Housing loans in cities
12.1% Di\tr_erswg— | Entrepreneurs | nation;videéCustomer
cation by atabase
100-199/ career I Professional | etc.
9.3%
200-299/4.4% —
300 or more/ Highly-Uniform : | Withitslow barriers to entry, many players
14.6% s Offers ready-made products compete in this market

* Source: 2016 Economic Census (MIC & METI, June 2018)

AIVFIERTT

« Housing loans, an area where we had always excelled, will relaunch
under an in-house platform.
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« In the market catering to large company employees, who account for
only around 15% of the workforce, there is fierce competition among

several players due to the high uniformity and many ready-made
products available.

« In contrast, we have secured a business area unique to our company

by providing customized products in the highly individualized market
which accounts for the remaining roughly 85% of all employees.

« In today's highly diversified society, our core competencies lie in
custom products tailored to each customer which are based on
subdividing segments according to changes in the environment, and
loan screening expertise based on a database we have built up over
the years.
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® Unsecured Loan/Asset Consulting/Corporation

4 We will improve the quality of our solution-proposing capabilities and contribute to communities by utilizing a CRM
platform, collaborating with external companies, and organically linking information

Local customers

Individuals ; Corporations

Providing customer-oriented services
that combine benefits of three “bests”
= We will deliver the "BEST" solutions...
+ at the "BEST" timing...
- through the "BEST" channels

Sales office
(Consulting /Closing)

/" New marketing
: : latformto be |
Coordinate info seamlessly across all L
channels T ;
Call Center Improve service levels by coordinating Digital channel
(stimulate needs and follow up) info from CRM and data analyses (stimulate needs and follow up)

More sophisticated Improve services that solve
marketing by leveraging problems
analytical advantages

CRM platform Partner with external companies

.
Built-up quantitative “ HERTT Local tax accountancy Suruga Institute
and qualitative info (Business st o ﬁ;ﬁt)'" and M&A | |(Business succession su pport)] | (Management suppart) | 7"

AIVFIERTT 2

By leveraging our marketing advantages and boosting the quality of
our solution-proposing capabilities, we are realizing lifetime support
for individual customers as well as business support for our corporate
customers.

We propose optimal solutions by coordinating CRM info—which
contains quantitative information such as financial transactions and
gualitative information such as conversation details—in each channel,
integrating both "digital" and "human" elements.

In the corporate sector, we will also utilize our knowledge of external
companies to improve service quality, which includes our business
succession with Shinsei Bank as well as M&A business alliances.

In the years to come, we will continue to contribute to local
communities through customer-oriented business activities that strive
to propose solutions for customers at the best timing and best
channel for them.
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® More Sophisticated Digital Marketing

¢ In FY2020, we will build a new digital marketing platform to achieve a more sophisticated marketing system

i Personalized support uPpon tallor?gutr%::':h customels Omni-channel support

Provide optimal cont based on web behavior,

Cuﬂmu icate Deliver communication u at is continuous and
histol “ustomer attributes onsistent across all channels
) O |
[essm— E_ | 1| @
~ - N
T (one) i &)
Person Person Person = =
A B c
g PN
Better understanding of More Eff'c'e"t approach Diversification of touchpoints
individual” customers ) ) :
Centralized management of Automate scenarm lmplementatlon Communicate information
relevant customer info il d

through various channels
77

® ©

ATTRIBUTES DIGITAL BEHAVIOR ~ OFFLINE BEHAVIOR
- Age, gender - Accessed website - Contract info
+ Opened mail Deposit/withdrawal
history

Source: Prepared by Suruga Bank based on NRI materials
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« With the advancement of IT, the digital channel has grown to become
an essential contact point with customers. Given this background, we
will build a digital marketing infrastructure in FY2020.

 Building this infrastructure will help us realize the sophisticated
marketing shown above, allowing us to:

@ Provide optimal content that is personalized based on web
behavior, history, etc.

(@ Approach customers at the most appropriate timing by using
scenarios created based on the individual customer's journey

3 Deliver communication that is continuous and consistent across all
channels.

« We are committed to continuing to improve financial services by
enhancing our retail infrastructure through strategic IT investments.
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m Retail Infrastructure x Alliance Directionality

4 Using our original retail infrastructure as a platform, expand customer contact through API collaboration with companies

from various industries

[ Customer ] Our Basic Approach
Alliances Expand alliance areas
Utilize the API
| Retail | | Fintech | | EC

\I/

API collaboration platform

collaboration platform to
1 promote collaboration
with different industries

Platform for alliances

Specialized Specialized 7 Specialized -
fixed-term installment hgﬁ;ﬂal[f;i : specified- %?gzadl'zgfé
deposit savings 9 _purpose loans 22l

more than ever before

Innovate financial
services

Develop new financial

services by drawing on
— synergies with alliance
partner management

Unique features

Banking functions

resources

Create value from data

Automated loan
screening system

Gather and utilize a wide
range of data based on

X Money
(Deposms) ( Loan ) (transfer) ( CRM

our enhanced retail

infrastructure

f Automatic o v
Cards debit ata analysis

transfer system
AR

26

Advances in technologies such as API and Al have opened up new

possibilities for delivering innovative financial services, as well as
provided an opportunity to expand both our customer base and

revenue.

« Based on our unique retail infrastructure, we can provide customized

financial services to customers in the alliance.

« Going forward, we plan to continue expanding customer contact
points by utilizing the API collaboration platform and coordinating with

as many multivarious industries as possible.

« We will continue to pursue the challenge of "innovating new financial
services" by merging our company's management resources with

those of our alliance partners.
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B Marketable Activities

4 Diversify risk and stabilize earnings by managing securities with properties that complement credit risk

Strategic ALM: Build portfolios with complementary asset structures

Retail banking Securities management
Mutually complement
each othe
{ Credit risk ] [ Low liquidity J . [ I"“e"ﬁ:f( e ] [High quuidity]

v-f

Securities Management Guidelines

Consists of highly liquid assets

Focused on interest rate risk, which is inversely related to credit risk (developed country bonds or equivalent)
Diversify risk and stabilize earnings by domestic and overseas investment products

Based on quantitative analysis, control portfolios according to the market and financial environment

Aim to achieve stable operations with limited downside risk

AIVFIERTT 2

« We promote securities investments with different risk profiles from
retail banking.

« While basing investment targets on products with dependable market
liquidity, such as government bonds in developed countries, we also
aim to diversify risks and stabilize profits by controlling portfolios,
including loans, according to the market and financial environment.
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E Overview of Structural Reform

4 Establish a business foundation that promotes our new business strategy by implementing efforts that include not only
"reform of branch operations," "reallocation of human resources," and "revision of group capabilities," but also
optimization of management resources.

4 N\ R 4 )
Reform of branch operations Reallocation of human resources Revision of group capabilities
m  Boost efficiency of branch ®  Front-shift human resources ®  Improve profitability group-
operations wide
m  Optimize branches and the B Review capabilities that align
ATM network with the group’s strategy
B Improve customer contact
(S g & Y N 4

Establish a business foundation that promotes our business strategy

® Implementing the above measures is expected to reduce expenses by roughly 15% versus FY2018

FY2018 results FY2022 plan

46.8 billion yen —————— 40.0 billion yen

AIVFIERTT 2

« We plan to implement structural reforms from the perspective of
branches, human resources, and group functions; establish a business
foundation that promotes new business strategies; and reduce
expenses by 15% versus FY2018.




m Reform of Branch Operations

m  Achieving the "three -less" initiative

Boost efficiency

Reduces logistics and
storage work

of branch
operations

- Safe-less
| = Operation-less
Reduces management
of cash and valuables

Reduces
background work

B Boost efficiency while maintaining service levels
to custy s by cor idating branch work

Optimize Before
branches and
the ATM
network

B Enhance customer service with IT systems

Improve
branch Development of new Digitally support the
capabilities products and services diversification of
with alllance partners touchpoints

Expand Digitalization & RPA

- Expand operations that take advantage of RPA*1
(deposits/currency exchange, report generation,
etc.)

« Promote a shift towards digital passbooks

» Eliminate/reduce paper use (conventional mail,

regulations, etc.)

= Provide remote support via the teleconference
system

= Transition to more compact in branch equipment
(open teller machines, etc.)

Pursue Open Innovation

» Achieve API*2 connection with fintech
operators
» Introduce a new face recognition system*3

Strengthen Digital Channels

- Add features to the smartphone app "Suruga
Bank CONNECT"
v Marketing functions (product suggestions,
etc.)
v Application functions (switch to digital
bankbooks, etc.)
- Expand SMA-Navi*4 functions

*1 Robatic Process Automation *2 Application Programming Interface *3 System for concluding contracts online, such as opening an account just with online procedures

*4 SMA-Navi: Next-Generation sales branch channel (sales branch tablet device system)

AIVFIERTT

« With regard to branch operational reforms, we plan to boost
operational efficiency by implementing a "three -less" policy; namely,
"safe-less," "paper-less," and "operation-less."

« By restructuring branches and ATM networks, we plan to centralize
work, revise ATM operations, and boost efficiency.

« Also, by expanding digitalization, pursuing open innovation, and
strengthening digital channels, we intend to further enhance branch
functions, boost work efficiency and provide new value to customers.
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B Reallocation of Human Resources

Boosting Work Efficiency and Streamlining

Branches

Boost efficiency of branch
functions

Tl

boost the operational efficiency
of branches to economize
human resources

functions

* Resolve the immediate
management workload to
economize human resources

. Individual sales
* Revise the branch network and

Headquarters
Streamline headquarters/
* L]

Front-shift

Existing staff
T

New graduates/

mid-career hires

-

-

Building of a human resources portfolio

+ Based on our business strategy and

external factors, provide long-term
training and build a human resources
portfolio

Introduction of new performance
evaluation system

= In order to promote sustainable growth

and boost motivation for the
organization as well as individual staff,
we will introduce a new performance
evaluation system that emphasizes
qualitative assessments that are "fair,
transparent, and credible" to mobilize
human resources.

~g-

Reallocation of human resources
Increase percentage of staff assigned to branch offices from among all staff (from 56% at end of Sept. 2019 — to 61% in FY2022)
— Labor costs are expected to reduce by roughly 8% in FY2022 (versus FY2018)

AIVFIERTT

« We are resolving the immediate management workload by

overhauling branch operations in order to boost efficiency and solve
priority issues quickly, and by doing this we are promoting the front-

shifting of human resources.

While reallocation of human resources will increase the ratio of

employees assigned to sales offices to 61% by FY2022, overall
personnel expenses are expected to be reduced by around 8% versus

FY2018.

HR development
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m Contribution to Regional Revitalization

4 We contribute to regional revitalization through industry-academia-government-finance collaboration and the promotion of
cycling activities

Regional revitalization via industry-academy-

Regional revitalization through cycling activities

government-finance collaboration

PHARMA VALLEY PROJECT SURUGA BANK ROAD BIKE PROJECT

- This project implements manufacturing, human-development + These 3 cycle stations serve as bases from which to hold
and community-building with the goal of making the events that connect cyclists and local communities on a
prefecture number one in the world, with specific focus on diverse range of cycling courses
"promoting health/overcoming disease" and "establishing an « Shares info for cyclists through SNS, etc.

economic base"

Gotemba Cycle Station Yugawara Cycle Station
: - FTTn - 5 1! i
T U -
s U s

Amagi Yugashima
Cycle Station

AIVFIERTT =

« Suruga Bank is dedicated to working towards the revitalization of
communities and helping to solve social issues through its main
business, which is firmly seated in SDGs.

« We have been a supporter of an initiative for concentrating advanced
medical and health industries at the base of Mount Fuji since its
inception in 2001 through the "Pharma Valley Project," an industry-
academia-government-finance collaboration that Shizuoka Prefecture
is promoting mainly in the eastern part of the prefecture.

« We will continue to actively participate in this project that implements
manufacturing, human-development and community-building with the
goal of making the prefecture number one in the world in terms of
health and longevity.

« As bicycle tourism promotion has been gaining momentum in
Shizuoka Prefecture, we continue to contribute to regional
revitalization by promoting cycling activities including the sponsorship
of cycling events with partners with which we have entered
partnership agreements.
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E Environmental Consciousness

4 Ongoing promotion of introducing environmentally-friendly equipment whenever branches are reopened or newly established

Eco-Office Initiatives

Introduction of environmental and human-friendly
facilities

-
LED lighting that dims
automatically

-

~

\

Installation of solar
panels on branch building

rooftops

J

Use of eco-glass

7

Solar power monitor,
in-store display

N

Use of recycled
materials

Installation of ceiling

fans

Many new branches have obtained the following

certification:
CASBEE Shizuoka A-Rank
CASBEE Kanagawa A-Rank

' What is CASBEE (Comprehensive Assessment System for Built Environment ,
' Efficiency)? !

The Comprehenswe Assessment System for Built Environment Efficiency

| (CASBEE) is a system that requires property owners who are building or
| renovating large-scale buildings to submit a plan, whose outline is published by |
' the prefecture, that describes the measures incorporated in the building to !

'
address global warming and the evaluation of these measures. Its purpose isto |

“ encourage the develupment of buildings with better environmental performance !

AIVAisR1T

« When establishing or reopening branches, we install environmentally-
friendly equipment and actively promote eco-office practices. Many of
our new branches have obtained CASBEE Shizuoka A-Rank or CASBEE
Kanagawa A-Rank certification.

« In addition to the examples introduced, we will continue to develop a
variety of activities aimed at creating a better future with a renewed
feeling with gratitude toward local communities.
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