63

HYAKUGO BANK REPORT 2025

Corporate Governance

Fundamental approach to corporate governance

In order to clarify our stance on our management that we will contribute to society
through sound banking operations by adapting to the changes in the management en-
vironment of the financial industry, we have established a corporate philosophy in an
aim to gain the trust of the regional society, customers, employees, and shareholders,
andin an effort to realize sustainable growth and enhancement of corporate value
over the medium to long term.

To realize the abovementioned aim, we have adopted a system of a company with a
board of corporate auditors that enables transparent, fair, swift and resolute deci-
sion-making as our system of corporate governance. While making effective use of the
auditing functions of the Board of Corporate Auditors, we have appointed multiple,
highly independent outside directors so that monitoring functions of the Board of Di-
rectors are duly executed.

In addition, we have established the Basic Policy on the Internal Control System
pursuant to the Companies Act, and developed a system to ensure the appropriate-
ness of business execution of the corporate group comprised of the Hyakugo Bank
and its subsidiaries. We also engage in efforts such as convening the Corporate Gov-
ernance Committee, establishing other various committees, and enhancing investor
relations (IR) activities.

Within the context of the changing business environment, we will continue to review
the system as required to strengthen and enhance corporate governance.

Strengthening of PDCA

Matters to be addressed Descriptions and Responses

Clarify departmentin charge of corporate governance (Corporate
Clarification of departments | Planning Section and Secretariat), which have not been clearly identi-
in charge fied to date, and establish the system to promote corporate gover-
nance.

Strengthen the system which encourages sharing issues and other
matters raised by the management with relevant departments and
regularly reporting the status of responses to them to the manage-
ment followed by responses to additional directions.

Prompt information sharing

Appropriately secure the time for deliberations, by securing the time
for deliberations in accordance with the importance of matters sub-
mitted to Board meetings (simplification of matters reported, etc.), re-
viewing the timing of advanced disclosure of materials to Outside
Directors, and enhancing pre-briefings to them.

Further revitalization of
discussions at Board of
Directors meetings
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Strengthening corporate governance

Hyakugo Bank is working to strengthen corporate governance. As of June 23, 2025,
the ratio of outside officers at the Bank is 50%. We have three female officers and are
promoting diversification of the makeup of outside officers. In addition, we have a Cor-
porate Governance Committee, which serves as our non-mandatory nomination com-
mittee/compensation committee, that works to achieve higher transparency and
objectivity of decision-making by the Board of Directors.

Appointment and diversification of outside officers

Ratio of outside officers (s of June 23 2025) \
M Outside Inside Female M Male

8 persons

5 persons 3 persons
3 persons

Ratio of
outside officers

504

2 persons 1 person

Ratio of
outside directors

Ratio of outside
corporate auditors

604

8 pers

Suitable involvement and guidance from outside officers

\ Corporate Governance Committee (non-mandatory nomination committee / compensation committee) \

Chairperson is elected from among outside directors

Functions

Providing advice on the following
matters to Board of Directors

n Number of
ey o persons Decision-making of
N N Board of Directors
Outside directors 5

« For higher transparency

Inside directors 3 « For higher obiectivit * Matters concerning candidates for
(representative directors) orhigher objectivity directors and corporate auditors
Total 8 *Matters concerningcompensa-

tion, etc. to directors

« Other significant matters concern-
ing management (such as foster-
ing of successors and initiatives
for diversity)

(As of June 23, 2025)
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Corporate governance system (As of June 23, 2025)

Corporate Governance System Diagram
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Board of Directors

The Board of Directors is composed of 11 directors (including five outside directors)
and meets in principle once a month. It deliberates and makes decisions on matters
stipulated by laws and regulations or the Articles of Incorporation of the Bank, as well
as fundamental management policies and other important matters. The Board also re-
ceives reports on status of business execution and operation of measures and over-
sees directors’ execution of their duties. The Bank has also adopted an executive
officer system and is working to enhance its business execution functions under the
supervision of the Board of Directors.

Board of Corporate Auditors

The Board of Corporate Auditors is composed of five corporate auditors (including
three outside corporate auditors) and meets in principle once a month. In addition to
resolving and consulting on matters prescribed in laws and regulations and else-
where, it receives reports on the results of internal audits by each of the corporate au-
ditors and audits the directors’ overall execution of their duties.

Corporate Governance Committee

The Bank has established a Corporate Governance Committee to serve as the Bank’s
non-mandatory nomination committee/compensation committee. It strives to achieve
higher transparency and objectivity of decision-making by the Board of Directors
through appropriate involvement and advice by the outside officers.
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Management Committee

Established under the Board of Directors, the Management Committee is composed of
the standing directors and meets in principle once a week. It deliberates on important
matters concerning business execution and makes decisions on the execution, based
on the basic policies set by the Board of Directors.

Internal Audit Board

Established under the Board of Directors, the Internal Audit Board is composed of the
standing directors and the General Manager of Internal Audit Division and meets in
principle once a month. It receives reports on the results of internal audits conducted
by the Internal Audit Division under its direct control and monitors the appropriateness
of business execution and effectiveness of internal audits

Committees

Hyakugo Bank has established the following committees in its efforts to strengthen
and enhance management.

Name of committee Objectives

Compliance Committee Establishment of legal compliance structure

Consideration of improvements and responses to enhance
customer protection and convenience

Customer Protection
Management Committee

Finance Facilitation Appropriate facilitation of finance for small and medium-sized

Committee businesses
ALM Risk Management Deliberation of portfolio management from the dual perspectives
Committee of management soundness and profitability

Operational Risk

. Deliberation of measures for the minimization of operational risk
Management Committee

IT and Digital Strategy

. Optimization of system investments and realization of DX
Committee

Improvement of credibility, fairness and transparency of person-
nel evaluations

Performance and
Compensation Committee

Deliberation on the operation of initiatives that contribute to the
realization of a sustainable society

Sustainability Promotion
Committee

FD Committee

Strengthening of initiatives for Fiduciary Duty (FD)

Realization of responses as the entire organization to secure the

Cybersecurity Committee cybersecurity management framework
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Evaluation of effectiveness of Board of Directors

Evaluation method

The Bank evaluates the effectiveness of the Board of Directors on an annual basis.
For the evaluation conducted in FY2024, the Bank distributed a questionnaire sur-

vey to the members of the Board, and the Board conducted an analysis and evaluation

based on the responses and feedback received.

Evaluation results

This evaluation showed that the diverse members of the Board of Directors conduct
multifaceted and in-depth discussions based on their respective experience and
knowledge, that the Board’s decision-making and supervisory functions are being ap-
propriately performed, and that Board meetings are run appropriately, thus confirming
that its effectiveness has been ensured. In addition, in FY2024, the Board of Directors
addressed the challenge of enhancing its sharing of information and in-depth discus-
sions about management strategies and issues with a consciousness of sustainability
(medium- to long-term sustainability that includes ESG elements). The Bank’s evalua-
tion is that these efforts have been reasonably effective.

Future policy

In FY2025, the Board of Directors will work to further improve its effectiveness by its
sharing of information and in-depth discussions about management strategies and is-
sues with a consciousness of sustainability (medium- to long-term sustainability that
includes ESG elements), as well as the strengthening of initiatives for the PDCA cycle.

Main matters discussed in Board of Directors meetings in FY2024 (16 meetings)

= Management plans
* Medium-term Management Plan
« Consideration of new businesses
* FY2025 operational plans

m Matters concerning cybersecurity
« Establishment of Cybersecurity Administration Office
» Formulation of policy for cybersecurity

m Matters concerning risk and compliance
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Officers compensation system

®m Matters concerning sustainability
« Sustainability management
« Scope 1 and 2 emissions reduction plans

m Matters concerning corporate governance
« Evaluation of effectiveness of Board of Directors
* Review of cross-shareholdings and formula-
tion of divestment policy

» Formulation of FY2025 compliance activity plans

* Amendment of Hyakugo Bank Group risk as-
sessment report regarding money laundering
and other related crimes

« Formulation of operational policy for integrat-
ed risk management

» Determination on annual audit plan

1 Directors’ compensation
Compensation is paid as an incentive to strive for the sustainable improvement of
corporate value. The basic policy for the determination of individual directors’ com-
pensation is that it should be at an appropriate level based on their individual duties
and responsibilities.

Types of compensation

Defined-amount compensation shall total no more than ¥300 million per
year, and it will be paid in monthly installments in accordance with roles
and responsibilities.

This compensation is paid once a year after the Annual General Meeting of
Shareholders in accordance with the business performance of a single fis-
Performance-linked | cal year (previous fiscal year). The total amount paid shall be 0.9% of the
compensation Bank’s profit for the relevant business year. However, a maximum amount
of ¥100 million will apply, and if profit for the fiscal year is less than ¥2,000
million, the payment amount will be ¥0.

Share The objective of this compensation is to raise motivation and morale toward
compensation- the improvement of medium- to long-term corporate value and increased
based stock options share prices. Share acquisition rights will be allotted once a year to a total
value of no more than ¥30 million.

Defined-amount
compensation

(1) Compensation of standing directors
Compensation is composed of a defined-amount compensation as fixed com-
pensation, performance-linked compensation, and share compensation-based
stock options.

Ratio of compensation by type

This is determined upon comprehensive consideration of positions, responsibili-
ties, business performance and other factors, with the target ratio of 70% de-
fined-amount compensation, 25% performance-linked compensation, and 5%
share compensation-based stock options (assuming that the maximum amount
of performance-linked compensation is paid).

(2) Compensation of outside directors
Outside directors shall be paid defined-amount compensation only in consider-
ation of their duties.

(3) Individual compensation amounts
The President of the Bank shall be entrusted with the specific details based on a
resolution of the Board of Directors. The President’s authority shall consist of the
evaluation and allocation of each individual director’s defined-amount compensa-
tion and performance-linked compensation. The Board of Directors shall consult
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with and obtain advice from the Corporate Governance Committee to ensure that
this authority is exercised appropriately by the President. Having been delegated
this authority as described above, the President must respect the content of such
advice in making decisions. The number of share compensation-based stock op-
tions to be allotted to each Director shall be determined by the Board of Directors
based on advice from the Corporate Governance Committee. The policy for deter-
mining the content of compensation, etc. for individual Directors is decided by a
resolution of the Board of Directors after consulting with the Corporate Gover-
nance Committee and receiving its deliberation and advice.

2 Compensation of corporate auditors
Corporate auditors shall be paid defined-amount compensation only in monthly in-
stallments to enhance their neutrality and independence. The timing and allocation
of payments, etc. shall be determined in consultation with the Corporate Auditors.

Reasons for appointment of outside officers

Outside directors

For the following reasons, the Bank has appointed the Outside Directors after deter-
mining that they will contribute greatly to the enhancement of the effectiveness of the
Board of Directors’ decision-making and supervisory functions, from the perspective
of promoting the sustainable growth of the Bank and improving its medium- to long-
term corporate value.

Name Attendance of Board
Reasons for appointment of Directors meetings

(Year and month
of appointment) inFY2024

Mr. Kawakita has been involved in the management of private
companies for many years and has a wealth of experience and 16/16
broad insights as a corporate manager.

Hisashi Kawakita
(June 2015)

: ‘b Ms. Nishioka has been involved in the management of private
Keiko Nishioka h .
J 2020 companies for many years and has a wealth of experience and 16/16
(June ) broad insights as a corporate manager.

Mr. Nakamura has been involved in the management of insur-
ance companies for many years and has a wealth of experience 16/16
and broad insights in the finance industry.

Atsushi Nakamura
(June 2022)

Through her wealth of work experience at the Mie Prefectural
Keiko Hirota Government, Ms. Hirota is well versed in the realities and chal-
(June 2024) lenges of the region, and she has experience andinsightsin
regional revitalization.

12/12

Hitoshi Ando Mr. Ando has been involved in the management of listed compa-
J 2025 nies for many years and has a wealth of experience and broad —
(June ) insights as a corporate manager.
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Outside Corporate Auditors

For the following reasons, the Bank has appointed the Outside Corporate Auditors af-
ter determining that they will be able to actively express theirimpressions and opin-
ionsinmeetings of the Board of Directors and Board of Corporate Auditors and
conduct audit activities appropriately, including giving advice and recommendations.

Name Attendance of Board of Directors
Reasons for appointment and Board of Corporate Auditors
meetings in FY2024

(Year and month
of appointment)

In addition to his extensive knowledge as a university
professor, Mr. Tsuruoka has served as a Director and Board of Directors: 16/16
Vice President of a university and has a wealth of expe-
rience and broad insights in the management of organi-
zations.

Shinji Tsuruoka

(June 2019) Board of Corporate Auditors: 14/14

Ms. Kawabata has worked as a prosecutor and attor- Board of Directors: 15/16

Ikuko Kawahata ney for many years and has a wealth of experience and

(June 2019) broad insights as an expert in the law. Board of Corporate Auditors: 13/14
Masahiro Nakamura Mr. Nakamura has been involved in the management of

banks and think tanks for many years and has a wealth —
(June 2025)

of experience and broad insights in the finance industry.




