November 12, 2018
To whom it may concern:
Name of Company: Suruga Bank, Ltd.
Name of Representative: Michio Arikuni, Director
and President
(Code No. 8358 First Section of Tokyo Stock Exchaay
Contact Person: Tatsuya Akita, Senior Executive Of€er,

General Manager of General Management Planning
Headquarters
(TEL 03-3279-5536)

Notice concerning filing of lawsuit for compensatia of damages to the
Bank against the Banks current and former Directors and former
Executive Officer concerning share house loans armther loans for income-
producing real estate

1. Filing of a lawsuit for compensation of damage® the Bank against the Bank's current and
former Directors and former Executive Officer

As announced in "Notice of the establishment of Weectors and Executive Officer's
Responsibility Investigation Committee' and therfidoate Auditors' Responsibility Investigation
Committee,™ timely disclosure dated September2d4.8, we established the Board of Directors
and Executive Officer's Responsibility Investigati€ommittee chaired by Tetsuo Ozawa,
attorney-at-law. The Committee is investigating ax@mining whether or not the current and
former Directors are liable for compensation of dagnages to the Bank due to a violation of duty
of due care as a prudent manager in the execufi@utes regarding the series of problems,
including inappropriate handling of share housategl loans and others. On November 9 this year,
we received an investigation report on the problesteted to share house loans and other loans
for income-producing real estate from the Directarsd Executive Officer's Responsibility
Investigation Committee. An outline of the judgmant the reasons is as shown in Attachment 1.

Mr. Yoichi Namekata and Ms. Emi Noge, who are tidsimle corporate auditors of the Bank,
examined the necessity of filing a lawsuit agathst current and former Directors based on the
investigation report on the loan problems of tharshhouse loans and other income-producing
real estate mentioned above. As a result, in aeooel with the contents of the report, and
considering the positions of the current and formectors of the Bank and the degree of
involvement in the cause of responsibility, etagyt determined to file a lawsuit for compensation
of part of the amount of damages to the Bank agéesfollowing current and former Directors
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(or their heirs).

This is to inform that today the Bank has filedasv$uit for compensation of damages to the
Bank (action for pursuing liability) against ther@nt and former Directors (or one's heirs) at the
Shizuoka District Court as indicated below. (Foisthase, according to the provisions of the
Company Law, the Bank is represented by the abowtside corporate auditors, not
Representative Directors.)

In addition, in response to the investigation rémor the problems related to the above share
house loans and other loans for income-produciabestate, the Board of Directors of the Bank
examined the necessity of filing a lawsuit agathstformer Executive Officer mentioned below.
As a result, according to the investigation repthie Board determined to file a lawsuit for
compensation of damages to the Bank against tmeefoExecutive Officer, and we would also
like to inform that today the Bank has filed a lavv$or compensation of part of the amount of
damages at the Shizuoka District Court. (For thisec the Bank is represented by Representative
Directors.)

Note
(Name of current or former Director) (Amount ofiof
Mitsuyoshi Okano 3.5 billion yen
Late Kinosuke Okano (the litigants are his heirs) 3.5 billion yen
Toshihiko Shirai 1.1 billion yen
Kazuya Mochizuki 1.1 billion yen
Takeshi Yagi 1.1 billion yen
Yoshihiro Okazaki 1.1 billion yen
Akihiro Yoneyama 1.1 billion yen
Nobuaki Yanagisawa 1.1 billion yen
(Name of the former Executive Officer)
Haruo Aso 1.1 billion yen

(Note 1) In the event that the damage amount iseiean the future, or in other circumstances, the
amount of claims may be increased.

(Note 2) We are also requesting delayed interest jpgrcent p.a. from the day following the date of
service of complaint of each of the above-mentioriaiins until they are paid.

(Note 3) Each amount of claim above is jointly resed to each current and former Director and the
former Executive Officer who are recognized as peesponsible for the damages.

We will disclose the progress of the lawsuit innaey and appropriate manner as necessary.

The Directors and Executive Officer's Responsipilitvestigation Committee is continuing the
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investigation on the issue of loans to the fousdiamily companies. We are supposed to receive
an additional report of investigation results frahe Committee in the future. We will take
appropriate actions in a timely manner when weivecan additional report of investigation results.

2. About not filing of claim for compensation of the damages against the current and former
corporate auditors of the Bank

As announced in "Notice of the establishment of We&ectors and Executive Officer's
Responsibility Investigation Committee' and therfidoate Auditors' Responsibility Investigation
Committee,™ the timely disclosure dated Septeniizethis year, we established the "Corporate
Auditors’ Responsibility Investigation Committee™
(Chairperson: Seiichiro Nishioka, attorney-at-lawjhe Committee is investigating and
examining whether or not the current and formepomate auditors are liable for compensation of
the damages to the Bank due to a violation of diftgylue care as a prudent manager on the
execution of duties regarding the series of probleimcluding inappropriate handling of share
house related loans and others. On November Y¢ais we received an investigation report on
the problems related to share house loans and lotaies for income-producing real estate from
the "Corporate Auditors' Responsibility InvestigatiCommittee.” An outline of the judgment and
the reasons is as shown in Attachment 2.

Based on the investigation report from the Cormoratditors’ Responsibility Investigation
Committee, the Bank's Board of Directors revieweel mecessity of filing a lawsuit against the
current and former corporate auditors. As a resultprding to the investigation report stating that
the current and former corporate auditors areiabtd for compensation of the damages regarding
the problems related to share house loans and tihes for income-producing real estate, we
would like to inform that the Board determined twfile a lawsuit for compensation of damages to
the Bank against the current and former corporadétars.

The Corporate Auditors' Responsibility InvestigatiBommittee is continuing the investigation
on the problems of loans to the founder's familynpanies. We are supposed to receive an
additional report of investigation results from Bemmittee by mid-December this year. We will
take appropriate actions in a timely manner wherreeeive an additional report of investigation
results.

3. Publication of each investigation report by théirectors and Executive Officer's
Responsibility Investigation Committee and the Corprate Auditors' Responsibility Investigation
Committee

The content of each of the above investigation mspeceived from the Directors and Executive
Officer's Responsibility Investigation Committee danCorporate Auditors’ Responsibility
Investigation Committee shall be announced on Ndesr4.



[Attachment 1]

Summary of Investigation Report

November 9, 2018

Suruga Bank, Ltd. Directors and Executive Offic&é&sponsibility
Investigation Committee



Section 1 Overview of investigation

1. Background of establishing the Directors and Exautive Officer's Responsibility
Investigation Committee

In response to news reports concerning the probfeshare house-related loans triggered
by the fact that Smart Days, Inc. ceased to makiep@yments to the owners of the share
houses in January 2018, Suruga Bank, Ltd. ("th&kBaastablished a Crisis Management
Committee (Chairperson: Hideaki Kubori, attorneyeaat) consisting of external attorneys on
January 17, 2018. The Crisis Management Committeestigated and verified the facts about
the share house-related loans in the Bank, andpoih24, 2018, it presented an investigation
report (“the Crisis Management Committee InvesiigaReport”) to the Bank.

After receiving the Crisis Management Committee ebtigation Report, the Bank
published its summary on May 15, 2018, and on &mesday, in light of the importance of
the situation, the Bank established a Third Padyn@ittee consisting of three neutral and
fair experts who are completely independent fromBlank (Chairperson: Naoto Nakamura,
attorney-at-law). The Third Party Committee invgated and verified the facts about overall
loans for income-producing real estate in the Bamid on September 7, 2018, it presented
an investigation report ("the Third Party Committeeestigation Report") to the Bank.

The Bank published the Third Party Committee Ingegion Report on the same day, and
taking findings and recommendations in the Repamibssly, the Bank reorganized the board
structure. In addition, on September 14, 2018Btek established the Directors and
Executive Officer's Responsibility Investigationr@mittee (“the Committee") consisting of
two outside corporate auditors who were newly amteai at the ordinary general meeting of
shareholders held in June 2018 and independerheksdtorneys who are not in a position to
have stakes or interests with the Bank or its ciiraad former Directors and Executive
Officers. The Committee shall investigate and exenfiom a legal perspective whether or
not the current and former Directors are liabledmmpensation of the damages to the Bank
due to a violation of duty of due care as a prudesmager in the execution of duties, as well
as whether or not the current and former Execudiffeeers are liable for non-fulfillment of
obligations to the Bank, regarding the series obfams, including inappropriate handling of
loans for share houses and other income-produeggestate, that are referred to in the Third
Party Committee Investigation Report.

2. Structure of the Committee

The structure of the Committee is as follows:
In addition, the Committee appointed several adgsrio assist the investigation and
examination of this series of problems.

Chairperson: Tetsuo Ozawa (attorney-at-law)
Member: Yoshihiro Kataoka (attorney-at-law)

Member: Yoichi Namekata (outside corporate audifahe Bank, attorney-at-law)



Member: Emi Noge (outside corporate auditor ofBlaak, attorney-at-law)

3. Purpose of investigation and examination

Matters for investigation and examination delegdtgthe Bank to the Committee are as
follows:
Note
[Matters for investigation]
(1) Problems regarding loans for share houses et mcome-producing real estate
(2) Matter of the founder's family companies
[Matters for examination]

(2) Clarification of liability of Directors and Exeative Officers for compensation of
damages to the Bank regarding matters for exaroimati

(2) Pursuit of liability of the Directors and Exdise Officers who are recognized to be
liable for compensation of damages (file and cohduawsuit)
(3) Other matters related to the above

4. Matters for investigation in this investigationreport

This investigation report covers only one of theeéhmatters to examine mentioned above;
that is, (1) problems regarding loans for shareshewand other income-producing real estate
(the series of problems).

As the Committee is currently examining and conangge(2) matter of the founder's family
companies of matters for investigation, we are sgpg to present an investigation report on
the matter in due course.

Section 2 Method and scope of investigation and exgnation

1. Method of investigation and examination

(1) Investigation of facts

Because of time constraints to file a lawsuit by time limit, based on the facts regarding
the series of problems recognized in the Crisis &g@ment Committee Investigation Report
and the Third Party Committee Investigation Rejomprinciple, the Committee decided to
investigate and examine legal responsibility of #warent and former Directors and
Executive Officers ("the Directors, etc.").

However, in light of the duties of the Committeestamine and judge the legal
responsibility of the Directors, etc. and whethenat to file a lawsuit for their
responsibilities, the Committee interviewed all Dieectors, etc. (except for the deceased
Mr. Kinosuke Okano) to be investigated as descritmidw.

In addition, for judging whether or not the Dirextpetc. are liable for responsibility and
whether or not to file a lawsuit for their respduilély, the Committee investigated lacking
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facts other than the facts that are recognizedhm C€risis Management Committee

Investigation Report and the Third Party Committewestigation Report, and also

investigated relevant matters that are considesedonably necessary for carrying out the
delegated matters by the Committee.

(2) Consideration of the responsibilities of the Déectors, etc.

In parallel with the investigation of (1) abovegt@ommittee worked to consider and
judge whether or not the Directors, etc. of thelBare liable for legal responsibility and
whether or not to file a lawsuit for their respdmildies regarding the series of problems.

Specifically, the Committee examined and analyzelitjal precedents judging on
Directors' violation of duty of due care as a pnidaanager on the execution of their
duties, including obligation to monitor and supsevinternal operations and to build an
internal control system, as well as some literatliseussing these, to explore the legal
principle in precedents of action for pursuit atilility of Directors. Judging whether or not
the Directors, etc. are liable for responsibiliasbd on the facts recognized in (1) above,
and verifying the amount of damages to the Banlseaiby the series of problems, the
Committee worked to demarcate legal responsitilitthe Directors, etc. and damages
which have a reasonable causal relationship vattility of the Directors, etc.

2. Scope of investigation and examination
(1) Matters for investigation and examination

In investigating and examining matters delegatethbyBank, the Committee investigated
and examined mainly the following matters.

(a) whether or not Directors violated obligatiorstgpervise misconduct and other actions that
occurred.

(b) whether or not Directors violated duty of d@eecas a prudent manager
concerning building an internal control system.

(c) whether or not Executive Officers violated dafydue care in the course of
their duties.

(d) reasonable causal relationship between vigiaifabligation by Directors, etc. and the
damages

(2) Target persons for investigation and examinatio

The scope of the Directors, etc. who are targewdtlie above investigation and
examination are the following Directors (includitigpse who have retired) and Executive
Officer who the Committee determined may have I&gahllity for the series of problems.

(1) Directors (including those who have retired)
Mr. Mitsuyoshi Okano (former Representative Dire@nd Chairperson/CEO)
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(hereinafter called "Mr. Mitsuyoshi")
Late Mr. Kinosuke Okano (former Representative Eimeand Vice President/COQ)
(hereinafter called "Mr. Kinosuke")

Mr. Akihiro Yoneyama (Former Representative Direcnd President/COQO)
(hereinafter called "Mr. Yoneyama")
Mr. Toshihiko Shirai (former Representative Direcod Senior Managing
Director/CCO responsible for Administration PlargniDepartment) (hereinafter called
"Mr. Shirai")
Mr. Kazuya Mochizuki (former Senior Managing Dir@dCFO responsible for
Management Administration Department and Finaridatket Department)
(hereinafter called "Mr. Mochizuki®)
Mr. Yoshihiro Okazaki (former Senior Managing Di@¢General Manager
of Sales Headquarters) (hereinafter called "Mr. 22k&)
Mr. Nobuaki Yanagisawa (former Managing Directospensible for Loan
Screening Department) (hereinafter called "Mr. tasawa'")
Mr. Takeshi Yagi (current Director responsible #Business Department)
(hereinafter called "Mr. Yagi")
Mr. Michio Arikuni (current Representative Directand President)
(hereinafter called "Mr. Arikuni®)
Mr. Yoshinori Ando (outside Director) (hereinaftslled "Mr.
Ando")
Ms. Kanoko Ohishi (outside Director) (hereinaftaled "Ms.
Ohishi")
Mr. Makoto Naruke (outside Director) (hereinaftailed "Mr.
Naruke")

(2) Executive Officer
Mr. Haruo Aso (former Senior Managing Executivei@df/Sales Headquarters, Head
of Personal Bank Department) (hereinafter called. A$0") and other Executive
Officers

Section 3 Summary of this case

Since this investigation report is a summary versamly the items of the summary shall be
described and details shall be omitted.
The items described in the summary are as follows:

1. Qutline of the Bank

(1) Outline of the organization

(2) Outline of loans for income-producing real &statc.
(3) About share house loans

2. Course of facts
(1) Overview



(2) Important facts

3. About risks of share house loans
(1) Risks similar to risks of other loans for inoe#producing real estate
(2) Specific risks of share house loans

4. Many inappropriate or fraudulent acts occurred,which resulted in provision of a large
amount of share house loans

(1) Lack of risk analysis of share house loanslaokl of appropriate response after risks
materialized

(2) Execution of loans without substantial loarestiing
(3) Serious problems in the business flow

(4) Information cut-off

(5) Lack of awareness of compliance

(6) Other acts devoid of appropriate credit riskhnagement
(7) Spread of misconduct

Section 4 Banks Directors duty of due care required in carrying out loan exeution

As judged by the Supreme Court on November 9, Z8@%shu Vol. 63, No. 9, p. 1117),
directors of a bank, before carrying out loan exeoy shall have duty to take considerable
measures, including examining the borrower's mamage situation and financial conditions
and obtaining collateral or mortgage in princigler€dit security measures”) in order to secure
the loan and prevent the situation where it is le#éd collect the principal and interest, and
determine to execute the loan after confirmingsidifety of the loan. This is a legal duty.

Based on this premise, Section 5 will discuss fbkation of the Directors' duty of due care
as a prudent manager from the viewpoint of meastoesecure an individual credit and
obligation to monitor and supervise the credit, Sedtion 6 will discuss it from the viewpoint
of obligation to build an internal control systeoncerning credit security measures.

Section 5 Whether or not there was violation of thebligation to monitor and supervise share
house loans

1. Concept of obligation to monitor and superviseni this case

Directors of a bank are obliged to monitor and suipe credit security measures.

In this case, each Director failed to take consibier measures to secure share house loans.
It should be understood that while they recognizedould have recognized the risk of serious
damages to the Bank by continuing execution ofeslhause loans without substantial credit
security measures, they should be obliged to taksiderable measures to avoid damages in
accordance with their positions and responsibility.

Specifically, it should be understood that if Reymretative Directors or Directors who were
directly related to the loan business (in this dasectors in charge of sales and loan screening)
recognized or could have recognized that no sutiatanedit security measures had been taken
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for the execution of share house loans, they shibal@ been obliged to immediately suspend
the execution of share house loans until substasrgalit security measures were taken, and if
they recognized or could have recognized sufficilatts to suspect that credit security
measures on share house loans had not been thlkgnshould have been obliged to start
examining whether or not substantial credit segurieasures had been taken for share house
loans. If these measures are not taken, it meatghby have violated obligation to monitor
and supervise.

Then, if Directors other than the Directors who avelirectly related to the loan business
recognized or could have recognized sufficientsfdotsuspect that substantial credit security
measures had not been taken for execution of $twauge loans, they should have been obliged
to report such suspect to the Board of Directord eorporate auditors and request them to
investigate it. Failure to fulfill the obligatiorbave shall result in a violation of obligation to
monitor and supervise as a Director.

2. Each Directors violation of the obligation to monitor and superise

Based on the above criteria, the Committee recegngach Director's violation of the
obligation to monitor and supervise as follows:

(1) Mr. Kinosuke

Mr. Kinosuke, who was Representative Director, VReesident, and COO, was obliged to
start investigating whether or not substantial itreelcurity measures were taken for share
house loans as of the end of January 2016 at tbst.lddis negligence of this obligation is
recognized as a violation of the obligation to manand supervise.

(2) Mr. Mitsuyoshi

Mr. Mitsuyoshi, who was Representative Director &irperson, and CEO, was obliged,
as of July 5, 2017 when the fourth SAKT meeting Wwalsl, to immediately suspend share
house loans until substantial credit security messwere taken. His negligence of this
obligation is regarded as a violation of the oldligato monitor and supervise.

Even if it is assumed that he was not obliged tentake duty of due care to immediately

suspend share house loans, he was consideredotdifped to start investigation of whether
or not substantial credit security measures wekentaand at least he violated this obligation.

(3) Mr. Okazaki and Mr. Yagi

Both Mr. Okazaki, who was Director in charge of 8aes Department as well as General
Manager of the Sales Headquarters since April 2@hd, Mr. Yagi, who was Director in
charge of the Loan Screening Department, as adrtideof December 2016 at the latest, were
obliged to start investigating whether or not sabsal credit security measures were taken
for share house loans. Their negligence of thiggatibn is recognized as a violation of the
obligation to monitor and supervise.
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(4) Mr. Yanagisawa, Mr. Shirai, and Mr. Yoneyama

Mr. Yanagisawa, who was Managing Director in chasfythe Screening Department, Mr.
Shirai, who was Representative Senior Managing dre and Mr. Yoneyama, who was
Representative Director and President, had bedgeablas of July 5, 2017 when the fourth
SAKT meeting was held, to immediately suspend shatese loans until substantial credit
security measures were taken. Their negligencei®bbligation is regarded as a violation of
the obligation to monitor and supervise.

Even if it is assumed that he was not obliged weutake duty of due care to immediately
suspend share house loans, he was consideredotdifped to start investigation of whether
or not substantial credit security measures wekentaand at least he violated this obligation.

(5) Mr. Mochizuki

Mr. Mochizuki, who was Senior Managing Director,sa@bliged, as of July 5, 2017 when
the fourth SAKT meeting was held, to report to Buard of Directors and corporate auditors
that it was suspicious that substantial credit sgcmeasures had not been taken, and request
them to investigate that. His negligence of thiigaition is regarded as a violation of the
obligation to monitor and supervise.

(6) Mr. Arikuni and outside Directors

It is not considered that Mr. Arikuni, who was Qiter, and Mr. Naruke, Mr. Ando, and
Ms. Ohishi, who were outside directors, recogniaedould have recognized sufficient facts
to suspect that credit security measures for shavse loans had not been taken, and they
violated obligation to monitor and supervise.

Section 6 Whether or not Directors violated duty olue care as a prudent manager concerning
building an internal control system

1. Concept of obligation to build an internal contol system in this case

In the event of functional failure of the internantrol system regarding credit security
measures, Directors who recognized or could hasegrézed it might have an obligation to
take appropriate measures to build an internalrobstystem. However, in the event that
damage was caused by multiple functional failures any functional failure was recognized or
could have been recognized, whether or not thegatiin to establish an internal control
system was violated would be considered in a congmsve manner, depending on the
position of each Director and the nature of thecfiamal failure.

Specifically, in the event that Representative &iwes and Directors who are directly related
to the loan business (in this case, Directors argh of sales and loan screening) recognized or
could have recognized any functional failure of thiernal control system concerning credit
security measures, they should have been obligedild an internal control system, and if the
other Directors recognized or could have recognihis] they should have been obliged to
report the functional failure of the internal catisystem to the Board of Directors and
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corporate auditors and request the Board of Dirsdtobuild an internal control system.

2. Violation of duty of due care as a prudent managr concerning building an internal control
system

Based on the above criteria, the Committee recegréach Director's violation of duty of
due care as a prudent manager concerning buildimgternal control system as follows:

(1) Mr. Kinosuke

Mr. Kinosuke had been obliged, as of the end ofudan 2016 at the latest, to take
appropriate measures to build an internal conystiesn concerning credit security measures,
and for his negligence of this obligation it is gnized he violated duty of due care as a
prudent manager.

(2) Mr. Mitsuyoshi

Mr. Mitsuyoshi had been obliged, as of July 5, 2@&#n the fourth SAKT meeting was
held, to take appropriate measures to build arrriatecontrol system concerning credit
security measures, and for his negligence of thigation it is recognized he violated duty
of due care as a prudent manager.

However, Mr. Mitsuyoshi, who was the founder, Reprdative Director and Chairperson,
and CEO, was expected to build an internal cosystem of the Bank at an earlier point.

(3) Mr. Okazaki and Mr. Yagi

Mr. Okazaki and Mr. Yagi had been obliged, as efé¢hd of December 2016 at the latest,
to take appropriate measures to build an interoatrol system concerning credit security
measures, and for their negligence of this obliyesi is recognized they violated duty of due
care as a prudent manager.

(4) Mr. Yanagisawa, Mr. Shirai, and Mr. Yoneyama

Mr. Yanagisawa, Mr. Shirai, and Mr. Yoneyama hadrbebliged, as of July 5, 2017 when
the fourth SAKT meeting was held, to take apprdpriaeasures to build an internal control
system concerning credit security measures, antthéar negligence of this obligation it is
recognized they violated duty of due care as agmuohanager.

(5) Mr. Mochizuki

Mr. Mochizuki had been obliged, as of July 5, 20&¥n the fourth SAKT meeting was
held, to report the functional failure of the imtal control system to the Board of Directors
and corporate auditors and request them to buiéthd for his negligence of this obligation it
is recognized that he violated duty of due cara psident manager.
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(6) Mr. Arikuni and outside Directors

It is not considered that Mr. Arikuni, and outsigectors Mr. Naruke, Mr. Ando, and Ms.
Oishi, recognized or could have recognized thetfanal failure of the internal control
system concerning the credit security measurdsabitihey violated duty of due care as a
prudent manager concerning building an internatrobsystem.

Section 7 Whether or not the Executive Officer vi@ted obligation to the Bank

Mr. Aso, who was Senior Executive Officer and CO@;@nd General Manager of Customer
Support Headquarters, had been obliged, as of Mag®1.6 when a share house meeting was
held, to stop new share house loans immediatelgport to the Directors in charge, at executive
meetings and management meetings, the risk ofreong share house loans as they were, in
order to eliminate the possibility of further dareag

However, Mr. Aso did not take any specific counteasure, or make any report, and

continued share house loans aimlessly.

Thus, since Mr. Aso violated the obligation to stmdling share house loans as of May 27,
2016 at the latest, or to report the risk of camtig share house loans as they were to the
Directors in charge, at executive meetings and gemant meetings, it is considered that he
violated the obligation to execute his duties faillly and devotedly as an Executive Officer.

Section 8 Violation of duty of due care by the Diretors, etc. and damages to the Bank
1. The Committeés concept of damages to the Bank

The Bank, primarily, should have stopped executivgshare house loan at an earlier time
and conducted necessary investigation, but it veésydd due to Directors' violation of duty of
due care as a prudent manager and the Executiveefviolation of duty. That is, the Bank
was primarily executing share house loans that Idhnat have been executed, and among
those loans, loans that become uncollectible ammada that has a reasonable causal
relationship with violation of duty of due caredlation of duty).

The Committee considers that 30% of the share hioass executed after the occurrence of
violation of duty would be uncollectible, by takimgto consideration the historical bad debt
ratio, etc. The Committee clarified the amount xéa@ution of share house loans by separating
them for each time each Director and the Execudiffecer violated duty of due care (violation
of duty) and decided that an equivalent to 30%hefdxecution amount is regarded as damage
having a reasonable causal relationship with vimhadf duty of due care as a prudent manager
(violation of duty).

In the event that the Bank determines to actuatyjuest compensation from each of the
Directors, etc., it should specify the amount tock@med by taking into consideration their
position, role and contribution degree, the po#silof collection, the amount of actual losses
at this time, litigation costs, etc.

2. Violation of obligation to monitor and superviseshare house loans and damage to the Bank
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Based on the Committee's concept of damage todah& Bhe Committee recognizes the
amount of damage as follows:

(1) Mr. Kinosuke

The amount of damage having a reasonable causdloredhip with Mr. Kinosuke's
violation of obligation to monitor and supervise33,710.58 million yen.

(2) Mr. Okazaki and Mr. Yagi

The amount of damage having a reasonable cauatibredhip with Mr. Okazaki's and Mr.
Yagi's violation of obligation to monitor and supiee is 8,661.21 million yen.

(3) Mr. Mitsuyoshi, Mr. Yanagisawa, Mr. Shirai, and Mr. Yoneyama

The amount of damage having a reasonable cauatibredhip with Mr. Mitsuyoshi's, Mr.
Yanagisawa's, Mr. Shirai's, and Mr. Yoneyama's atioh of obligation to monitor and
supervise is 4,311.87 million yen (in the event thaigation arises to immediately suspend
the execution of share house loans) or 3,449.5Bomilen (in the event that obligation
arises to start investigation).

(4) Mr. Mochizuki

The amount of damage having a reasonable causdioredhip with Mr. Mochizuki's
violation of obligation to monitor and supervise3ig49.58 million yen.

3. Directors violation of duty of due care as a prudent manageconcerning building an
internal control system

(1) Mr. Kinosuke

The amount of damage having a reasonable cauatibredhip with Mr. Kinosuke's
violation of duty of due care as a prudent managacerning building an internal control
system is 30,710.58 million yen.

(2) Mr. Okazaki and Mr. Yagi

The amount of damage having a reasonable caua#bredhip with Mr. Okazaki's and Mr.
Yagi's violation of duty of due care as a prudeahager concerning building an internal
control system is 8,661.21 million yen.

(3) Mr. Mitsuyoshi, Mr. Yanagisawa, Mr. Shirai, and Mr. Yoneyama

The amount of damage having a reasonable cauatibredhip with Mr. Mitsuyoshi's, Mr.
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Yanagisawa's, Mr. Shirai's, and Mr. Yoneyama'satioh of duty of due care as a prudent
manager concerning building an internal controtesysis 3,449.58 million yen.

(4) Mr. Mochizuki

The amount of damage having a reasonable cauatibredhip with Mr. Mochizuki's
violation of duty of due care as a prudent managacerning building an internal control
system is 1,204.8 million yen.

4. Executive Officers violation of duty and damage to the Bank

The amount of damage having a reasonable causdioredhip with Mr. Aso's violation of
duty is 29,836.47 million yen (in the event thafigdtion arises to immediately suspend the
execution of share house loans) or 22,073.91 miljien (in the event that obligation arises to
report the risk of share house loans at managemeeitings).

5. Damage caused by trust defamation

Due to the occurrence of the series of problerast tn the Bank's governance was lost, and
the credibility of the Bank remarkably deteriorated

Damage to the Bank caused by the deterioratiots afedibility leading to customer
defection, etc. would be at least 100 million yen.

This is also a damage suffered by the Bank dugotation of duties of Directors and

Executive Officers who are legally liable.
End
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[Attachment 2]

Investigation Report
(Summary Version)

November 9, 2018

Suruga Bank, Ltd. = Corporate Auditors' Responsipliitvestigation Committee
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Section 1 Overview of investigation

1. Background of establishing the Corporate Auditos Responsibility Investigation Committee

In response to news reports concerning the probfeshare house-related loans triggered
by the fact that Smart Days, Inc. ceased to makiep@yments to the owners of the share
houses in January 2018, Suruga Bank, Ltd. ("th&kBaastablished a Crisis Management
Committee (Chairperson: Hideaki Kubori, attorneyaat) consisting of external attorneys on
January 17, 2018. The Crisis Management Committeestigated and verified the facts about
the share house-related loans in the Bank, andpoih 24, 2018, it presented an investigation
report (“the Crisis Management Committee InvesiogaReport”) to the Bank.

After receiving the Crisis Management Committee ebtigation Report, the Bank
published its summary on May 15, 2018, and on #mesday, in light of the importance of
the situation, considering it indispensable toilluifs accountability to stakeholders, the
Bank established a Third Party Committee consistihthree neutral and fair experts who
are completely independent from the Bank (Chaigrerdlaoto Nakamura, attorney-at-law)
in order to conduct a thorough investigation of ¢hse and probe the cause. The Third Party
Committee investigated and verified the facts alowatrall loans for income-producing real
estate in the Bank without limiting to share holsans, and on September 7, 2018, it
presented an investigation report (“the Third P&@tynmittee Investigation Report") to the
Bank.

The Bank published the Third Party Committee Ingesgion Report on September 7,
2018, and taking findings and recommendationserréport seriously, the Bank reorganized
the Board structure and announced measures to atendlie corporate culture, reform
business models, and build and develop a corpgmternance system.

In addition, on September 14, 2018, the Bank estadd the Directors and Executive
Officer's Responsibility Investigation Committeensgsting of two outside corporate auditors
who were newly appointed at the ordinary generadting of shareholders held in June 2018
and independent external attorneys who are notpioséion to have stakes or interests with
the Bank or its current or former Directors and é&nave Officers. The Committee shall
investigate and examine from a legal point of viehether or not the current and former
Directors are liable for compensation of the darsagehe Bank due to a violation of duty of
due care as a prudent manager in the executioruttdsg as well as whether or not the
current and former Executive Officers are liable fmn-fulfilment of obligations to the
Bank, regarding the series of problems, includimgppropriate handling of loans for share
houses and other income-producing real estate, ateatreferred to in the Third Party
Committee Investigation Report (“the series of pois").

The Director and Executive Officer's Responsibilityestigation Committee investigated
the facts and judged the responsibility for theceien of duties by the current and former
Directors and current and former Executive Officeogcerning the series of problems, and
on November 9, 2018, presented an investigatiomrtefithe Directors and Executive
Officer's Responsibility Investigation Committeevédistigation Report™).

On September 14, 2018, the Board of Directors ef Blank established the Corporate
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Auditors' Responsibility Investigation Committeeh@@person: Seiichiro Nishioka, attorney-

at-law, "the Committee") consisting of three indegent external attorneys who are not in a
position to have stakes or interests with the Barihe Committee shall investigate and

examine from a legal point of view whether or ra turrent and former corporate auditors
are liable for compensation of the damages to tiiekRlue to a violation of duty of due care

as a prudent manager on the execution of dutiesdety the series of problems.

2. Structure of the Committee
The structure of the Committee is as follows: Idiadn, the Committee appointed several
attorneys to assist investigation and examinatfdheseries of problems.

Chairperson: Seiichiro Nishioka (attorney-at-law)
Committee member: Ryuji Uwatoko (attorney-at-law)
Committee member: Takaharu Kanayama (attorneywgt-la

3. Purpose of investigation and examination

Matters for investigation and examination delegétgthe Board of Directors of the Bank to
the Committee are as follows:
Note
[Matters for investigation]
(1) Problems regarding loans for share houses et mcome-producing real estate
(2) Matter of the founder's family companies
[Matters for examination]

(1) Clarification of liability of corporate auditefor compensation of damages to the Bank
regarding matters for examination

(2) Pursuit of liability of corporate auditors whoe recognized to be liable for damages
(file and conduct a lawsuit)
(3) Matters related to the above

4. Matters for investigation in this investigationreport

This investigation report covers only one of theethmatters for examination mentioned
above; that is, problems regarding loans for slemgses and other income-producing real
estate (the series of problems).

As for (2) the matter of the founder's family comjgs for investigation, the Committee is
currently examining and considering, and is expgetbepresent an investigation report on the
matter in due course.

Section 2 Method and scope of investigation and exgnation

1. Method of investigation and examination

(1) Investigation of facts
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Based on the facts regarding the series of probtenmgnized in the Crisis Management
Committee Investigation Report and the Third P@wynmittee Investigation Report in
principle, as well as investigation results anddaecognized by the Directors and Executive
Officer's Responsibility Investigation Committelee tCommittee decided to investigate and
examine legal responsibility of the current andifer corporate auditors.

However, in light of the duties of the Committee ézamine and judge the legal
responsibility of the current and former corporatelitors and whether or not to file a lawsuit
for their responsibilities, the Committee interveavall the current and former corporate
auditors to be investigated as described below.

In addition, for judging whether or not corporatediors are liable for responsibility and
whether or not to file a lawsuit for their respdailiy, the Committee investigated lacking
facts other than the facts that are recognizedhm Crisis Management Committee
Investigation Report and the Third Party Committewestigation Report, and also
investigated relevant matters that are considesedonably necessary for carrying out the
delegated matters by the Committee.

(2) Consideration of the responsibilities of the awent and former corporate auditors

In parallel with the investigation of (1) abovegtiCommittee worked to consider and
judge whether or not the current and former coeoeauditors of the Bank are liable for
legal responsibility and whether or not to fileaswvsuit for their responsibilities regarding the
series of problems.

Specifically, the Committee examined and analyrektjal precedents judging violation of
corporate auditors' duty of due care as a prudaniager in the execution of their duties,
including obligation to supervise Directors' exémutof duties and building an internal
control system, as well as some literature disogsiese, explored the legal principle in
precedents of action for pursuit of liability ofrporate auditors, and Judged whether or not
the corporate auditors are liable for responsybiiased on the facts recognized in the (1)
investigation above.

2. Scope of investigation and examination

(1) Matters for investigation and examination

In investigating and examining matters delegatethbyBoard of Directors of the Bank, the
Committee investigated and examined mainly th@valhg matters:

a) Whether or not the current and former corpoaatitors are liable for compensation of
damages to the Bank based on violation of dutyuefchre as a prudent manager concerning
share house loans.

b) Whether or not the current and former corpoaaigitors are liable for compensation of
damages to the Bank based on violation of dutyuefchre as a prudent manager concerning
Directors' building an internal control system.
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(2) Target persons for investigation and examinatio

The scope of the current and former corporate axgdivho are targeted for the above
investigation and examination are the followingpmyate auditors (including those who have
retired) who the Committee determined may havel léglality for the series of problems.

Mr. Masaaki Hirose (former full-time corporate aiodj hereinafter called Mr. Hirose)
Mr. Takashi Tsuchiya (full-time corporate auditbereinafter called Mr. Tsuchiya)
Mr. Toshiyuki Haibara (full-time corporate audittiereinafter called Mr. Haibara)
Ms. Shione Kinoshita (former outside corporate sudicurrent outside director,
hereinafter called Ms. Kinoshita)

Mr. Seiichi Shimada (outside corporate auditorehefter called Mr. Shimada)

Mr. Tetsuo Ito (former outside corporate audit@rdinafter called Mr. Ito)

Section 3 Summary of this case

Since this investigation report is a summary versanly the items of the summary shall be
described and details shall be omitted.
The items described in the summary are as follows:

1. Outline of the Bank

(1) Outline of the organization

(2) Outline of the corporate auditors' audit sysgmd activities
(3) Outline of loans for income-producing real éstatc.

(4) About share house loans

2. Course of facts
(1) Overview
(2) Important facts

3. About risks of share house loans
(1) Risks similar to risks of other loans for inceqproducing real estate
(2) Specific risks of share house loans

4. Many inappropriate or fraudulent acts occurred,which resulted in provision of a large
amount of share house loans

(1) Lack of risk analysis of share house loanslackl of appropriate response after risks mategdliz
(2) Execution of loans without substantial loaresering

(3) Serious problems in the business flow

(4) Information cut-off

(5) Lack of awareness of compliance
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(6) Spread of misconducts

Section 4 Criteria for judgment of corporate auditas' duty of due care as a prudent manager

Corporate auditors are obliged to audit Directexgcution of duties whether or not there are
any misconduct, violation of laws and regulationsd athe articles of incorporation, or
noticeably unfair practices (significantly irratmnacts deviating from the principle of
management judgment).

It is reasonable to judge the extent and conteint®mporate auditors' duty of due care as a
prudent manager on the basis of the following Gatm general.

In the case where there are no signs of suspididdirectors' illegal acts or remarkably
unfair business execution (illegal acts, etc.) iftpnormal times), as long as auditors audit in
accordance with reasonable auditing standards dgoocate auditors, in principle, they are
deemed to have fulfilled their duty of due careagporate auditors.

In the event that corporate auditors acknowledgessof suspicion of an illegal act, etc.
(abnormal time), they are obliged to investigate ¢histence of illegal act, etc., and as a result
of the investigation, if they have rational reasamsl sufficient evidence to suspect that an
illegal act, etc. has been conducted, they argedlio report this to the Board of Directors and
recommend further investigation, etc. to find tletf If it becomes obvious that there is an
illegal act or the like and it is necessary to stoggromptly, they are obliged to take measures
such as requesting an injunction of the act ofxhector.

In addition, in the event that corporate auditaknawledge signs to suspect that there are
serious facts in violation of the duty of due céne Directors in building and operating an
internal control system, the auditors are obligedtdake appropriate measures, including
investigation, recording in the audit report, répay to the Board of Directors, and
recommending corrective measures for deficiencidbe internal control system.

Section 5 Whether or not the corporate auditors vitated duty of due care as a prudent manager
concerning share house loans

1. Whether or not they violated duty of due care aa prudent manager concerning daily
auditing

The daily audit activities that the corporate auditvere conducting; that is, formulation and

preparation of audit policies and audit plans,détils thereof, attendance at the Board of

Directors' and other important meetings, allocatbtheir duties, the state of cooperation with

accounting auditors, the procedure and detailssiting audits (on-site audits), etc., were in
accordance with the auditing standards of the Baakdlitors, and there is no particular
inappropriateness as to auditing methods that kshaarporate auditors should take. With
respect to the fact that their on-site audits viecesed on interviewing, it is not deemed
unreasonable from a viewpoint that the number dftats and time spent for auditing were

limited. Therefore, unless signs of Directors'giéacts were recognized, it is not deemed that

there was a violation of duty of due care as cafmauditors.

2. Whether or not each corporate auditor recognizear could have recognized signs of the
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illegal acts, and whether or not he or she violateduty of due care as a prudent manager

(1) Mr. Hirose

Mr. Hirose did not recognize signs that suggestetkee skeleton of loan screening, alteration
and falsification of loan-related documents, cirgenting transactions with channels whose
transactions had been suspended, etc. during e dk office, and had little opportunity to
recognize those signs. In addition, with regardhi® deficiency of risk analysis and reactive
measures concerning share house loans, althoughcbgnized that share house loans were
being executed and it was difficult to check theumancy status of share houses, he did not
recognize specific problems such as a low occupaaiy of share houses or that actual rents
were considerably lower than sub lease fees. He dits not recognize that bad agents were
dealing with share houses and the total amourttareshouse loans was rapidly increasing.

Therefore, it is not deemed that Mr. Hirose recpegdior could have recognized signs of
Directors' illegal acts, etc. during the term dia and it is not recognized that he violated duty
of due care a corporate auditor.

(2) Mr. Tsuchiya

Mr. Tsuchiya did not recognize, since the CrisisnBigement Committee was established
until the series of problems were revealed, sidret suggested a mere skeleton of loan
screening, alteration and falsification of loamatel documents, circumventing transactions
with channels whose transactions had been suspeatiediuring the term of office, and had
little opportunity to recognize such signs. In diddi, with regard to the deficiency of risk
analysis and reactive measures concerning shase hoans, although he recognized that share
house loans were being executed and it was diffioutheck the occupancy status, and the total
amount of share house loans was rapidly increasiaglid not recognize specific problems
such as a low occupancy rate of share houses bathaal rents are considerably lower than
sub lease fees. He also did not recognize thaagents were dealing with share houses.

Therefore, it is not deemed that Mr. Hirose receedior could have recognized signs of
Directors' illegal acts, etc. before the serieproblems were revealed, and it is not recognized
that he violated duty of due care as a corporaféau

(3) Mr. Haibara

Mr. Haibara did not recognize, since the Crisis Btggment Committee was established until
the series of problems were revealed, signs thgdesied a mere skeleton of loan screening,
alteration and falsification of loan-related documse circumventing transactions with channels
whose transactions had been suspended, etc. anileagpportunity to recognize such signs.
In addition, with regard to the deficiency of rigkalysis and reactive measures concerning
share house loans, although he recognized that $twarse loans were being executed and it
was difficult to check the occupancy status, aral ttital amount of share house loans was
rapidly increasing, he did not recognize specifightems such as a low occupancy rate of share
houses or that actual rents are considerably Ithveer sub lease fees. He also did not recognize
that bad agents were dealing with share houses.

Therefore, it is not deemed that Mr. Haibara re@aph or could have recognized signs of
Directors' illegal acts, etc. before the serieproblems were revealed, and it is not recognized
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that he violated duty of due care as a corporaféau

(4) Ms. Kinoshita, Mr. Shimada, and Mr. Ito

Ms. Kinoshita, Mr. Shimada, Mr. Ito, who were odtsicorporate auditors, had difficulty
finding signs to suspect the soundness of sharsehtmans until the Board of Directors'
meeting on October 19, 2017. At this point, the Bamas shifting to take a negative stance
towards share house loans, grasping and reviewmg\erall picture of share house loans, and
even if the outside corporate auditors had reqdetite Directors to further investigate the
problem, they couldn't have prevented the occug@n@xpansion of damage.

Therefore, it is not recognized that Ms. Kinoshith, Shimada, and Mr. Ito violated duty of
due care as a corporate auditor.

Section 6 Whether or not corporate auditors violatd duty of due care as a prudent manager
concerning Directors building an internal control system

Although the system itself to ensure business gp@i@ness, which was resolved at the
Board of Directors of the Bank, was fair and read®, there were many deficiencies in its
operation, including inadequate risk analysis aashagement system of the share house loans,
lack of independence of the Loan Screening Depattraad dysfunction of loan screening,
dysfunction of the business flow in the Sales Dansand information cut-off.

However, it is not deemed that each corporate audiicognized or could have recognized
any fact; that is, lack of independence of the L&aneening Department and dysfunction of
loan screening, dysfunctions of business flow i $ales Division, or information cut-off. In
addition, with regard to the deficiency of the rigkalysis and management system of share
house loans, there is room to consider that eagiocate auditor could have recognized that it
was difficult to check the occupancy status of shtasuses, and that the risk analysis of share
house loans was not conducted at the time of ptatksmelopment, but even if he or she had
recognized or could have had recognized only thasts, it would have been difficult to
suspect that the internal control system of thekBautostantially ceased to function.

Therefore, it is not recognized that each corpoaatditor violated the duty of due care as a
prudent manager concerning Directors' buildingrde@rnal control system, etc.

End
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