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Interview with an External Director

e i

Enhancing value of the
ever-evolving Hirogin Group
together with the

\ local community

Yoshinori Shinmen

External Director
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01 Please share the story behind the formulation of the Group’s Purpose
and the Mid-Term Management Plan 2024.

The actual formulation took about a year, but there were
a few years of preparation before that during which vari-
ous discussions were held and concepts evolved.

When | assumed my role of external Director at Hi-
roshima Bank in 2020, it seemed that local community
issues were primarily handled by government bodies,
with the bank responding accordingly. However, what
has significantly changed in the latest mid-term manage-
ment plan is that the Hirogin Group has clearly taken the
lead in proactively addressing and solving such issues.

Our Purpose contains the slogan “Expanding the
horizons of the future.” These words express our man-
agement philosophy’s emphasis on sustainability and
our future-oriented stance. In the Mid-Term Management
Plan 2024, we look 10 years into the future and backcast

from that point to develop our plan for the first five years.
Of particular note is the establishment of a task force
composed of young employees from Generation Z, and
a working group composed of members ranging from
young people to mid-career and core personnel, all of
whom provided proposals on the theme of creating the
future. External Directors received these proposals di-
rectly from members and exchanged opinions. We also
held open discussions with executives from Hirogin
Holdings and the Group companies, as well as employ-
ees from various generations, about the way a company,
workplace, and work ought to be. The opinions ex-
changed provided insights into the frontline operations of
the Group, serving as reference for assessing the direc-
tion and feasibility of the mid-term management plan.
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uz From your perspective as an external Director, what are some of the

issues that should be prioritized?

From the perspective of shareholders and investors, |
think it is important to improve our performance figures.
We have established various companies to expand the
scope of our business, but the biggest challenge remains
how to monetize results of group management and fur-
ther increase business performance. For the time being,
we will leverage the Group’s proven collaboration to refer
customers among Group companies, primarily Hiroshima
Bank, Hirogin Securities, and Hirogin Lease, to enhance
overall Group business results. Eventually, we envision
reaching a phase where each Group company inde-
pendently generates revenue.

We are focused on expanding and strengthening
our core businesses, and while monetization is naturally
a priority, we have companies such as Hirogin Area De-
sign—a consulting firm for regional vitalization involved in
the upstream aspects of businesses—that prioritize
planting seeds in the community from the medium- to
long-term perspective, rather than chasing profits from
the short-term perspective. While it remains to be seen
just how those seeds will grow in the future, we external
Directors emphasize that the profitability of individual
companies should not be of immediate concern when it
comes to “expanding the horizons of the future” for the
local community and the Group as a whole. When we

From the perspective of your field of expertise, are there any particular
03 aspects of the changing environment surrounding the financial industry

that you are concerned about?

Regional financial institutions directly impacted by popu-
lation decline must evolve their business models. Rather
than relying solely on traditional banking services, they
need to build new business portfolios and form an eco-
system of mutual support with the local community, po-
sitioning themselves as regional comprehensive services
providers. The Hirogin Group has both the determination
and capability for transformation to do so. This is evident
not only from their move to become a holding company
with only one bank under its umbrella—a pioneering
move within the regional banking industry—but also
through their strategic establishment of Group compa-
nies, each with a clear vision.

examine the strategies and plans actually presented by
these companies (including Hirogin Area Design), we find
proposals that reflect a clear understanding of the poten-
tial to generate revenue both independently and in syner-
gy with the Group. | believe that the Group’s expansion
will proceed with a focus on organic growth.

Diversity issues are also extremely important. A few
years ago, the figures proposed by the executives on is-
sues such as the ratio of women in managerial positions,
differed from our expectations as external Directors in
terms of levels and speed of introduction. However, after
discussions at the Board of Directors meetings, the tar-
gets were boldly raised.

The Hirogin Group has the agility to dynamically re-
view these issues and integrate changes into its opera-
tions. However, as making changes to the personnel
affairs as a long-term matter is rather challenging, we,
the external Directors, were eager to see how it would
be done. Subsequent changes in personnel manage-
ment have resulted in an obvious increase in the number
of female managers and the appointment of the first fe-
male executive officer, which indicates the Group’s sta-
ble implementation of the measures. We will continue to
observe the progress in this area.

Addressing digital transformation (DX) is also a
challenge. The financial business is highly compatible
with digital technology, leading to diversification in forms
such as online banks and securities firms. We must con-
tinue to be prepared for further competition from other
sectors. While monitoring the rapid changes in megab-
anks and major and medium-sized securities firms, we
are carefully considering what we should and can do as
a regional financial institution, and are collaborating as a
group to devise strategies for further development that
leverage our strength of being deeply rooted in the com-
munity.
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Creating chemistry by bringing
an external perspective and
stimulating each other through
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communication

04

corporate governance?

We often hear terms like “offensive governance” and
“defensive governance,” but basically | think it is import-
ant to consider sources of revenue. In order to nurture
and protect these sources of revenue, it is important to
thoroughly consider the kind of initiatives that are neces-
sary, and then implement them. Since revenue is gener-
ated through transactions with customers, it is only
natural that our approach should put customers first,
and it is also important to enable the Group companies
and employees that do business with them to sufficiently
demonstrate their abilities. We believe the key is to main-
tain this perspective when conducting evaluations, and
implement governance consistently without bias.

At Hirogin Holdings, a survey is conducted each
year among the Board members to assess the effective-
ness of the Board of Directors as part of our corporate
governance review. The results of this survey are submit-
ted to an external organization, which then provides us
with feedback, including comparisons with other compa-
nies.

Incorporating views from specialized reference ma-
terial and discussions with external Board members from
other companies, | strive to thoroughly assess the nec-
essary aspects of governance and provide candid rec-
ommendations. Taking these opinions into account, the
Group has enabled external Directors to access the min-
utes of management meetings. This has allowed external

What are your thoughts on offensive and defensive

Directors to better understand the actions and perspec-
tives of management.

The day before a Board of Directors meeting, an
advance explanatory meeting is held to present the
agenda and report items, incorporating discussions from
the Group Management Board meetings and various
committees, which helps to develop a deeper under-
standing of individual matters. Major topics are brought
up as report items at the Board of Directors meeting
multiple times from different perspectives, allowing for
more comprehensive discussions and thorough exam-
ination before any decisions are made. This ensures that
there is ample opportunity to repeatedly consider agenda
items. So it is fair to say that there are systems and pro-
cedures in place that allow the Board of Directors to
function effectively as a monitoring board.

The transition to MEJAR banking system, which will
be Hiroshima Bank’s next-generation backbone joint
system, is a long-term, large-scale project that we aim to
follow closely. While joint systems pose inherent chal-
lenges in terms of collaboration, the benefits they offer
can be substantial. While ensuring a safe transition is of
course our top priority, as part of our governance, we
also plan to monitor whether efforts are being made to
fully leverage the benefits of this system with the other
participating banks that are welcoming us as a new
member.
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05 There seem to be various opinions on the earning power of
Japanese companies. What are your thoughts on this matter?

When it comes to the earning power of regional fi-
nancial institutions, the source is none other than
the local community. The Purpose of Hirogin Group
is “expanding the horizons of the future alongside
the regional community through wide-ranging ser-
vices.” The phrase “alongside the regional commu-
nity” signifies our commitment to mutual growth,
recognizing that the Group cannot grow unless the
local community develops. It underscores our re-
solve to stimulate regional vitalization and create
business opportunities for our Group, thereby
achieving mutual prosperity. If we leverage the Hi-
rogin Group’s management capabilities and the po-
tential of each employee, surely we can make this
vision a reality.

06 How do you view
your own responsibilities?

In addition to predictable yet challenging issues like the
decrease in population, we are witnessing generational
differences in terms of awareness and problem percep-
tion, as well as unimaginably rapid technological ad-
vancements, notably Al. Given this context, | find myself
asking “What actions we should take as a corporate en-
tity?” “How can | personally contribute?” At the very
least, it seems that conventional cognitive skills and con-
ventional communication may not be sufficient to adapt
to these changes in awareness and technology.

Within the Hirogin Group, there is a palpable enthu-
siasm from the top management to the younger employ-
ees about changing one’s mindset and business
practices to confront these changes. To effectively re-
spond to the stream of new changes, it is more essential
than ever for every Group member to engage in open
and candid discussions and share ideas. This will foster
a dynamic workplace and organizational culture where
progress and profitability are sustained, enabling the
Group to grow, prosper, and become a leading force in
the community. | hope to act as a catalyst to facilitate
this process. By bringing an external perspective and
stimulating each other by means of dialogue with Group
members through direct interaction and via communica-
tion tools, | will endeavor to create chemistry.

My primary role, needless to say, is to contribute as
much as possible to the discussions of the Board of

In our mid-term management plan, we outline
how we will grow and enhance our value as a group
together with the local community. An equity story
that depicts the improvement of corporate value is
essential for deepening investor understanding and
raising their expectations. The issue of improving
corporate value is seriously considered on a daily
basis not only by the executive management, but
also by each department. However, many initiatives
cannot be implemented or publicly disclosed with-
out going through the Board of Directors. Given that
fact, we recognize the significant responsibility we
have of ensuring that discussions held in Board of
Directors meetings are meaningful.

Directors from my position as an independent external Di-
rector. | fully recognize the intentions behind each proposal
presented to the Board to grow the Hirogin Group and
contribute to the local community, and | constantly ponder
how best to support them in a way that will build a group
with the resilience to thrive amid these changes while cre-
ating future possibilities for the community.
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Corporate Governance

Basic approach

While fulfilling its social responsibility and public mission,
the Hirogin Group strives to earn a high evaluation and
unshakable trust from our stakeholders such as custom-
ers and shareholders, by improving the soundness, effi-
ciency, and transparency of management, and thereby
works to achieve sustainable growth and improvement

of corporate value over the medium to long term. To at-
tain this goal, based on the intent and spirit of the Cor-
porate Governance Code of the Tokyo Stock Exchange,
Inc., we set out the following five principles in an effort to
realize effective corporate governance.

1. We respect shareholders’ rights, secure equality and develop an appropriate environment for the exercise of the
rights.

2. We strengthen measures in the sustainable development goals (SDGs) adopted by the United Nations and cor-
porate social responsibility (CSR), and work in effective collaboration with all stakeholders, including the regional
community, customers and employees, thereby fostering a corporate culture and climate in respect for their

109

rights and standpoints.

3. We maintain transparent management by providing fuller disclosure in a timely and appropriate manner.

4. Our Board of Directors supervises the Company’s business execution effectively and makes decisions swiftly,
based on its fiduciary responsibility and accountability to shareholders.

5. We promote constructive dialogues with shareholders and respond appropriately.

Corporate governance structure

By adopting the “Company with an Audit and Supervisory
Committee” system, the Company aims to strengthen au-
diting and supervisory functions by granting voting rights
at the Board of Directors to Directors who are Audit and
Supervisory Committee Members (including multiple ex-
ternal Directors), and also aims to streamline the manage-
ment and strengthen its functions by delegating authority
over business execution to Representative Directors.
Through such measures, we aim to further enhance cor-
porate governance and increase corporate value.

B, Corporate governance structure (As of April 1, 2024)

By adopting the “Company with an Audit and Su-
pervisory Committee” system, the Company establishes
a system to allow the internal audit departments to sup-
port not only the Board of Directors but also the Audit
and Supervisory Committee, and thereby aims to ensure
the Group’s sound and sustainable growth as well as its
social trust through highly effective and systematic audit-
ing utilizing internal control systems by the Audit and Su-
pervisory Committee.
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Board of Directors

The Company’s Board of Directors consists of 11 mem-
bers, including five external Directors. The Board con-
venes once a month, in principle, and is responsible for
making management decisions and overseeing business
execution. The Board of Directors determines the basic
management policy, management strategy, and man-
agement planning of the Group (including responses to
issues surrounding sustainability and important matters

relating to strategies utilizing digital technology, etc.) and
important matters relating to risk management, compli-
ance and internal audits and other matters. It also stipu-
lates “Basic Policy on the Establishment of Internal
Control System,” develops an internal control structure
based on the policy, etc. and supervises the status of
business execution.

Specific details considered by the Board of Directors (FY2023)

¢ Next mid-term management plan (Mid-Term Management Plan 2024)
e Group management plan/sales plan

e Hiroshima Bank’s next-generation backbone system

e Management development of the Group companies, etc.

(1) Matters relating to the basic management policy, management strategy, and management planning of the Group

Carbon neutrality strategies
Human resource strategies
Human rights

DX strategies
Cybersecurity, etc.

(2) Responses to issues surrounding sustainability and matters relating to strategies for utilizing digital technology, etc.

e Group Risk Appetite Statement
¢ Group compliance program
e Group’s basic plans for internal audit, etc.

(3) Matters relating to risk management, compliance and internal audits

(4) Matters relating to corporate governance
¢ Evaluation of effectiveness of the Board of Directors
¢ Status of maintenance and operation of internal control systems

Status of the Company’s shares and IR implementation
Cross-shareholdings, etc.

Status of compliance with the Corporate Governance Code of the Tokyo Stock Exchange

Audit and Supervisory Committee

The Company has four Directors who are Audit and Su-
pervisory Committee Members, three of whom are exter-
nal Directors. They are tasked with auditing the
execution of duties by Directors, and hold a meeting of
the Audit and Supervisory Committee once a month in
principle. Each of the Directors who are Audit and Su-
pervisory Committee Members actively utilizes the

information and knowledge acquired through the execu-
tion of audit and other duties for the deliberations and
other discussions at the Board of Directors, thereby en-
suring the effectiveness of the supervisory functions of
the Board of Directors and promoting appropriate deci-
sion-making on business matters.

Group Nomination and Compensation Advisory Committee

To ensure the transparency and objectivity of the deci-
sion-making process for nomination and compensation
of Directors, Audit and Supervisory Committee Mem-
bers, and executive officers of the Company and major
Group companies, the Board of Directors of the Compa-
ny has established the Group Nomination and Compen-
sation Advisory Committee comprised of two
Representative Directors and five independent external

Directors. Regarding matters relating to the election of
and the amounts of compensation, etc. for Directors (ex-
cluding Directors who are Audit and Supervisory Com-
mittee Members) and executive officers, the Company
makes decisions by resolutions at the Board of Directors
meeting, based on deliberations and reports at the com-
mittee.

» Composition of independent external Directors in each organization

Board of Directors
11 Directors

222484

Independent external Directors
5 Directors
(of which, 2 female directors)

Audit and Supervisory Committee
4 Directors

284 282084

Independent external Directors
3 Directors
(of which, 1 female director)

Group Nomination and Compensation Advisory Committee
7 Directors

Independent external Directors
5 Directors
(of which, 2 female directors)
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Sophistication of corporate governance through evaluation of effectiveness of the Board of Directors

For the purpose of strengthening its functions, the Board
of Directors of the Company strives to further enhance
the effectiveness of the Board by analyzing and evaluat-

In FY2023, based on the analysis and evaluation of
the effectiveness of the Board of Directors in FY2022,
the Company worked on enhancing the effectiveness of

the Board of Directors as described below.
The Company will continue to promote efforts to
further enhance the effectiveness of the Board of Direc-

ing its effectiveness every fiscal year in regards to the
composition and operational status of the Board of Di-
rectors, based on Directors’ self-appraisal, and examin-
ing and implementing improvement measures for tors through evaluations of its effectiveness, with the

identified issues. goal of realizing effective corporate governance.

Plan: Examination and response policy for FY2023 based on the results of analysis and evaluation for FY2022

(1) Measures to sophisticate the deliberations at Board of Directors meetings (3) M es to sophisti the ment personnel development process

(2) Measures to streamline the operation of the Board of Directors (4) Measures to ensure the diversity of core human resources

b4

Do: Implementation of measures to enhance effectiveness of the Board of Directors based on the examination and response policy for FY2023

(1) Measures to sophisticate the deliberations at Board of Directors meetings
* In order to deepen strategic discussions in the Board of Directors, the Board of Directors made free discussions on “important themes in management” from a
medium- to long-term perspective after setting the annual schedule.
* In order to promote discussions on the direction of management strategies at Group companies in the Board of Directors, the Board of Directors organized execu-
tion presentations delivered by the presidents of Group companies (except for Hiroshima Bank) regarding self-analysis (issue recognition and growth strategies)
from a medium- to long-term perspective, etc.

Implementation status of free discussions at Board of Directors meetings (FY2023)

1. Free discussions on “important themes in management”

* Direction of carbon neutrality strategies in the next mid-term management plan (Mid-Term Management Plan 2024) (September 2023)
Direction of human resource strategies in the next mid-term management plan (Mid-Term Management Plan 2024) (October 2023)
Direction of DX strategies in the next mid-term management plan (Mid-Term Management Plan 2024) (November 2023)

2. E tion pr ions by Group company pr

Management development of Hirogin Human Resources (August 2023) ¢ Management development of Hirogin Area Design (September 2023)
Management development of Shimanami Servicer (August 2023) * Management development of Hirogin Business Service (September 2023)
Management development of Hirogin Capital Partners (August 2023) ¢ Management development of Hirogin Credit Service (September 2023)
Management development of Hirogin Lease (September 2023) * Management development of Hirogin REIT Management (September 2023)
Management development of Hirogin IT Solutions (September 2023) ¢ Management development of Hirogin Securities (October 2023)

(2) Measures to streamline the operation of the Board of Directors
* In order to allocate time to important agenda items, the Board of Directors has continued to hold the advance explanatory meetings for the external officers as
usual, on the day before the Board of Directors meeting. In addition, the Board of Directors has implemented measures to ensure substantial discussion time for
important agenda items, such as deciding in advance which agenda items should be deepened in particular for discussion and allocating more discussion time to
those items at the Board of Directors meeting.

(3) Measures to sophisticate the management personnel development process
* In order to enhance the exchange of opinions and dialogues between external officers and the executive side, the Board of Directors newly established the Meet-
ing for Exchange of Opinions with External Officers. It held meetings for the President of the Company and the President of Hiroshima Bank, a subsidiary of the
Company, to exchange opinions with external officers on the theme of selection and development process of management personnel / management personnel
candidates. The Board of Directors has also implemented measures to sophisticate the management personnel development process, such as holding meetings
for external officers and management personnel / management personnel candidates to exchange opinions between them.

Implementation status of exchange of opinions and dialogues between external officers and the executive side (FY2023)

1. Meetings for exchange of opinions with external officers

The President of the Company and the President of Hiroshima Bank (August 2023)
Young and mid-career employees (September 2023)

Management personnel and management personnel candidates (November 2023)
Mid-career employees at headquarters (March 2024)

2. Lunch meetings with external officers

o Department General Managers and Associate General Managers at headquarters (July 2023)
Chief Area Officers, General Manager of Business Planning Division (September 2023)
Female employees at headquarters (October 2023)
Full-time employees at Group companies (January 2024)
Presidents of Group Companies (March 2024)

(4) Measures to ensure the diversity of core human resources

* The Company has enhanced and strengthened measures to provide Directors with further knowledge and information for ensuring diversity in core human
resources and to improve the effectiveness of the Board of Directors, such as holding an officer training seminar in December 2023 on the theme of women’s
active participation.

* The Sustainability Management Division was newly established in April 2024. In addition, the Sustainability Coordination Group was established within the Division
and the DE&I (Diversity, Equity & Inclusion) Management Office was established within the Group to expand and enhance initiatives related to DE&I.

* In April 2024, the Company appointed the first female executive officer from among the personnel on professional career track who had played the core role in the
DE&I departments.
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Check: Evaluation and analysis of the effectiveness of the Board of Directors in FY2023

(1) Status of maintenance and operation of internal control systems
* The Board of Directors received a report at the Board of Directors meeting held in March 2024 on the status of maintenance and operation of internal control systems
for FY2023 and confirmed that there were no issues with their effectiveness.

(2) Evaluation and lysi

of the eff

of the Board of Directors

* From February to March 2024, the Company, with the advice of an external organization, conducted a questionnaire survey for all Directors who are members of the
Board of Directors to evaluate and analyze the effectiveness of the Board of Directors. The responses were submitted directly to the external organization, thereby en-
suring anonymity.

* The Board of Directors evaluated and analyzed its effectiveness for FY2023 at the Board of Directors meeting held in May 2024 based on the report on the survey re-
sults compiled by the external organization, and confirmed that effectiveness has been secured in the Board of Directors of the Company.

* The Board of Directors confirmed that its effectiveness was enhanced throughout FY2023. In particular, the measures taken throughout FY2023 to improve the issues
recognized in the effectiveness evaluation of the Board of Directors in FY2022 were all appreciated positively.

* For further enhancement of effectiveness of the Board of Directors for the future, the Board of Directors confirmed that the Board of Directors would continuously take
actions to sophisticate the deliberations and operation of the Board of Directors, and shared the acknowledgment that further initiatives would be required to sophisti-
cate the management personnel development process.

v

(1) Measures to sophisticate the deliberations at Board of Directors meetings
(2) Measures to sophisticate the operation of the Board of Directors

Action: Examination and response policy for FY2024 based on the results of analysis and evaluation for FY2023

(3) Measures to sophisticate the management personnel development process

» Progress in strengthening corporate governance

Purpose /
Management Policy

Basic policy for
Corporate Governance

Strategy

Organization

Separation of supervision a

execution

Nomination and
compensation

Sophisticating the deliberations

and streamlining of the
operation of the Board of
Directors

Strengthening dialogues with
shareholders

Enhancing officer training

Sophisticating the
management personnel
development process

Ensuring the diversity of core

human resources

FY2021

FY2022

FY2023

FY2024

© Reviewed the
Management Policy

e Established the Purpose

* Newly established

* Amended based on
revisions in CG Code

© Formulated the Mid-Term
Management Plan 2020

 Formulated the Mid-Term
Management Plan 2024

 Transitioned to a holding
company structure
(established Hirogin
Holdings)

* Adopted the organizational
format of a “Company
with an Audit and
Supervisory Committee”

 Abolished the concurrent
post of holding company
president and bank
president

o Established the Group
Nomination and
Compensation Advisory
Committee

* Newly established a skills
matrix

 Revised the skills matrix

3 external Directors
(of which, 1 female director)

o 4 external Directors
(of which, 1 female director)

o 5 external Directors
(of which, 2 female directors)

 Established policies
regarding decisions on the
details of individual
compensation of Directors

* Reviewed the monetary
performance-linked
compensation system

“ Introduced free discussions on “important themes in management”
“ Introduced execution presentations by Group company presidents

Y Reviewed the process of
formulating the management plan

Y Reviewed the operation of
advance explanatory meetings

Y Categorized agenda items into
reqular reports on business
execution, important proposals
and other matters, and allocated
discussion time according to the
importance of each category

Y Enhanced information
sharing with external
officers on the
preliminary review
process by the executive
side (shared in advance
materials and minutes of
the Group Management
Board meeting, etc.)

Y Presented in advance
agenda items that should
be deepened in particular
for discussion (marked
those items as [Special]
on the agenda of Board
of Directors meetings)

Y% Strengthened
explanations to external
officers on the
preliminary review
process by the executive
side (posted materials on
key points of opinions
expressed at the Group
Management Board
meeting, etc.)

“ Strengthened and enhanced IR activities by the President and Director & Senior Managing

Executive Officers, etc.

“ Enhanced feedback to the Board of Directors on opinions and requests from investors and

other stakeholders

“ Held two officer training seminars annually

“ Strengthened discussion on the management personnel

development process

% Newly established the Meeting for Exchange of Opinions

with External Officers

 Set targets for the ratio of
women in managerial
positions

% Raised the targets for the
ratio of women in
managerial positions, etc.

Y Appointed the Company’s
first female executive
officer

% Newly established the
DE&I Coordination Office

“S” mark indicates major measures for improvement and sophistication to address issues identified in the evaluation of effectiveness of the Board of Directors.
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Board of Directors and Executive Officers (As of June 26, 2024)

Koji Ikeda

Representative Director and Chairman

Kazuo Kiyomune

Director & Senior Managing Executive Officer

Yuji Hiroe
Director & Senior Managing Executive Officer

New appointment

Yoshinori Shinmen

Director

Hiroko Tani

Direct
(Audit and Supervisory Committee Member)

L4

Yuji Okuma
Direct
(Audit and Supervisory Committee Member)

New appointment

April 1977 Joined Hiroshima Bank

April 2006  Executive Officer; General Manager, Fukuyama Sales
Division, Hiroshima Bank

April 2008  Managing Executive Officer; General Manager,
Fukuyama Sales Division, Hiroshima Bank

April 2009 Managing Executive Officer; General Manager,
Management Planning Division, Hiroshima Bank

June 2009  Managing Director; General Manager, Management
Planning Division, Hiroshima Bank

April 2011 Managing Director, Hiroshima Bank

June 2012  President (Representative Director), Hiroshima Bank

June 2018  Chairman (Representative Director), Hiroshima Bank

October 2020 Chairman (Representative Director), the Company
(current position)

April 2022  Chairman, Hiroshima Bank (current position)

April 1986 Joined Hiroshima Bank

October 2008 General Manager, Loan Business Planning Department
of Banking Business Planning Division, Hiroshima Bank

April 2010  General Manager, Loan Business Planning Department
of Loan Business Planning Division, Hiroshima Bank

April 2013 General Manager, Honkawa Branch, Hiroshima Bank

April 2015 General Manager, Otemachi Branch, Hiroshima Bank

April 2018 Executive Officer; General Manager, Kure Branch and
Kure City Hall Sub-branch, Hiroshima Bank

April 2020  Managing Executive Officer, Hiroshima Bank

June 2020 Director & Managing Executive Officer, Hiroshima Bank

QOctober 2020 Director & Managing Executive Officer, the Company

April 2022 Director & Senior Managing Executive Officer, the
Company (current position)
President (Representative Director), Hiroshima Bank
(current position)

April 1989 Joined Hiroshima Bank

April 2011 General Manager, Yoshijima Branch, Hiroshima Bank

April 2013 General Manager, Loan Business Planning Department
of Loan Business Planning Division, Hiroshima Bank

April 2016 General Manager, Fukuyama Ebisumachi Branch,

Hiroshima Bank

General Manager, Personnel & General Affairs Division,

Hiroshima Bank

April 2020  Executive Officer; General Manager, Kure Branch and
Kure City Hall Sub-branch, Hiroshima Bank

April 2022 Managing Executive Officer, Hiroshima Bank

June 2022  Director & Managing Executive Officer, Hiroshima Bank

April 2024 Director & Senior Managing Executive Officer,

Hiroshima Bank (current position)

Senior Managing Executive Officer, the Company

Director & Senior Managing Executive Officer, the

Company (current position)

April 2018

June 2024

o

Toshio Heya

Representative Director and President

Shinichi Yokomi
Director & Senior Managing Executive Officer

New appointment

T

Tatsuro Kumano

Directol
(Audit and Supervisory Committee Member)

External Direc

April 1980  Joined Bank of Japan

March 2007 General Manager, Kyoto Branch, Bank of Japan
July 2009 Internal Auditor, Bank of Japan

November 2010 Consultant, The Securities Analysts Association of

October 2011 Director-General, The Securities Analysts Association
of Japan

August 2015 Chair, The Securities Analysts Association of Japan

August 2017 Director, The Securities Analysts Association of Japan

June 2020  External Director, Hiroshima Bank

June 2023  External Director, the Company (current position)

August 1989 Registered as a certified public accountant

June 2004  Employee of KPMG AZSA & Co. (currently KPMG AZSA
LLC)

July 2018 Representative, Tani Certified Public Accountant Office
(current position)

July 2019 Representative Partner, Choshu Audit Corporation

June 2020  External Member of the Board of Directors (Audit &
Supervisory Committee Member), Kyushu Electric
Power Co., Inc.

June 2022  External Director (Audit and Supervisory Committee
Member), the Company (current position)

April 1982 Joined TOKYU LAND CORPORATION

June 2011 Director, TOKYU LAND CORPORATION

QOctober 2013 Director, Tokyu Fudosan Holdings Corporation

April 2015 President and Representative Director, Tokyu Fudosan
Holdings Corporation

April 2017 President & CEO, TOKYU LAND CORPORATION

June 2020 Representative Director and Vice Chairman, Tokyu
Fudosan Holdings Corporation
Chairman, TOKYU LAND CORPORATION

April 2021 Vice Chairman, Tokyu Fudosan Holdings Corporation

April 2022 Director, Tokyu Fudosan Holdings Corporation

June 2022 Representative Director and President, Tokyu Research
Institute, Inc. (current position)

July 2022 Special Advisor, TOKYU LAND CORPORATION (current
position)

June 2024  External Director (Audit and Supervisory Committee
Member), the Company (current position)

| &

Harumi Matsumura
Director

New appointment

Toshiaki Kitamura

Director
(Audit and Supervisory Committee Member)

Minoru Fujihiro

Managing Executive Officer

Toshihide Horii

Executive Officer

April 1983 Joined Hiroshima Bank

April 2008  General Manager, Hiroshima-Higashi Branch,
Hiroshima Bank

April 2011 General Manager, Management Planning Division,
Hiroshima Bank

April 2013 Executive Officer; General Manager, Head Office
Business Department, Hiroshima Bank

April 2015 Managing Executive Officer; General Manager, Head
Office Business Department, Hiroshima Bank

April 2016 Managing Executive Officer, Hiroshima Bank

June 2016  Director & Managing Executive Officer, Hiroshima Bank

June 2018  President (Representative Director), Hiroshima Bank

October 2020 President (Representative Director), the Company
(current position)

April 2022 Director, Hiroshima Bank

April 1989 Joined Hiroshima Bank

October 2010 General Manager, Kudamatsu Branch, Hiroshima Bank

April 2013 General Manager, Private Banking Department of Personal
Sales Division, Hiroshima Bank

April 2017 Deputy General Manager, Asset Management Division,
Hiroshima Bank

April 2018 General Manager, Asset Management Division, Hiroshima Bank

October 2018 General Manager, Management Planning Division, Hiroshima Bank

April 2020 Executive Officer; General Manager, Management Planning
Division, Hiroshima Bank

October 2020 General Manager, Management Planning Group of
Management Planning Division, the Company

November 2021 General Manager, Management Planning Group of
Management Planning Division; General Manager,
Sustainability Office, the Company

April 2022 Managing Executive Officer, the Company
Managing Executive Officer, Hiroshima Bank

June 2022 Director & Managing Executive Officer, Hiroshima Bank

April 2024 Director & Senior Managing Executive Officer, Hiroshima Bank
Senior Managing Executive Officer, the Company

June 2024 Director & Senior Managing Executive Officer (Representative
Director), Hiroshima Bank (current position)
Director & Senior Managing Executive Officer, the Company
(current position)

April 1988  Joined Hiroshima Bank

October 2011 Associate General Manager, Personnel Planning
Department, Personnel & General Affairs Division,
Hiroshima Bank

April 2014 General Manager, Furuichi Branch, Hiroshima Bank

April 2016 General Manager, Official Business Sales Department,
Hiroshima Bank

April 2019 General Manager, Yokogawa Branch, Hiroshima Bank

April 2021 Senior General Manager, Risk Management Division,
Hiroshima Bank

June 2021  Full-time Audit & Supervisory Board Member,
Hiroshima Bank

June 2023  Director (Audit and Supervisory Committee Member),
the Company (current position)

April 1976 Joined Seibu Department Stores, Ltd. (currently Sogo
& Seibu Co., Ltd.)

June 2004  Representative Director, HENRI CHARPENTIER Co., Ltd.
(currently SUZETTE Co., Ltd.)

July 2011 Senior Executive Officer, JS Group Corporation
(currently LIXIL Corporation)
Senior Executive Officer, LIXIL Corporation

November 2016 Executive Officer, Executive Vice President, LIXIL Group
Corporation (currently LIXIL Corporation)
Director and Senior Managing Officer, LIXIL
Corporation

July 2019 Outside Director, Rock Field Co., Ltd. (current position)

June 2022  External Director, Kamigumi Co., Ltd. (current position)

June 2023  External Company Auditor, Hiroshima Bank

June 2024  External Director, the Company (current position)

April 1983 Joined Fujitsu Limited

July 2000  Associate Professor, Center for Information and
Multimedia Studies, Kyoto University

April 2002  Professor, Department of Computer and Network
Engineering, Faculty of Information Sciences,
Hiroshima City University

April 2014 Guest Senior Researcher, Green Computing Systems
Research Organization, Waseda University (Guest
Professor, Research Council) (current position)

April 2016  Fellow, Oscar Technology Corporation

July 2016 Professor emeritus, Hiroshima City University (current
position)

June 2022  External Director (Audit and Supervisory Committee
Member), the Company (current position)

Executive Officers

Kenichiro Fujii Susumu Kodama

Managing Executive Officer Managing Executive Officer

Kazuyuki Ishihara Asako Kinoshita

Executive Officer Executive Officer
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Skills matrix of Directors

In order to identify skills, etc. owned by Directors based on
the management strategies of the Group, the Board of Direc-
tors of the Company establishes and discloses the skills

matrix of Directors based on the deliberations at the Group
Nomination and Compensation Advisory Committee, and uti-
lizes it when nominating candidates for Directors.

Directors
Name Gender Position — Experi.ence and expertis‘e
Management strategy/sustainability | Legal affairs/risk management | Business strategy DX/IT/System
Koji lkeda Male |Chairman (Representative Director) [ ] o [ ) [ J
Toshio Heya | Male |President (Representative Director) [ ] o [ ) [ ]
Kazuo Kiyomune| Male | Director & Senior Managing Executive Officer [ ) [ ] [ )
Shinichi Yokomi| Male |Director & Senior Managing Executive Officer [ ] [ ]
Yuji Hiroe Male | Director & Senior Managing Executive Officer [ ) [ ]
Tatsuro Kumano| Male |Director (Audit and Supervisory Commitiee Member) o [ ]

External Directors

Areas of expertise particularly expected

Name Gender Position - " I , :
Corporate management/sustainability | Economy/finance | Financial affairs/accounting DX/IT/System
Yoshinori Shinmen| Male Director (]
Harumi Matsumura|Female Director [ )
Hiroko Tani  |Female| it and Supelraisro?ycégngmmee Member) ([ ]
Toshiaki Kitamura| Male | i and Supelraisg?yc(t)c?rgminee Member) L J

" Director
Yuji Okuma | Male | (it and Supenvisory Committee Member) ([ ]

(Note) The above lists do not show all knowledge, experiences, capabilities, etc. possessed by each Director.

Development of successors to management

The Group has put in place a rank-based training system and
clarifies the standards and abilities required for each job posi-
tion and rank in order to develop human resources systemati-
cally. The training system includes the “Hirogin Management
School” aimed at developing management personnel from a
medium- to long-term perspective. The Hirogin Management
School provides a program in which selective employees who
are expected to undertake future management of the Bank
learn to demonstrate the “ability of thinking befitting of a cor-
porate manager (management strategy, business reform,
etc.).” (Please see page 75 for details.)

In addition, from FY2023, in order to enhance the ex-
change of opinions and dialogues between external officers

and the executive side, the Board of Directors newly estab-
lished the Meeting for Exchange of Opinions with External Of-
ficers. It held meetings for the President of the Company and
the President of Hiroshima Bank, a subsidiary of the Compa-
ny, to exchange opinions with external officers on the theme
of selection and development process of management per-
sonnel / management personnel candidates. The Board of Di-
rectors has also implemented measures to sophisticate the
management personnel development process, such as hold-
ing meetings for external officers and management personnel
/ management personnel candidates to exchange opinions
between them.

Roles of external Directors and their support system

At the Board of Directors meetings, external Directors provide
advice on decision-making by the Board of Directors and
overall management, based on their knowledge and ideas dif-
ferent from those of internal Directors. They also receive re-
ports on the results of internal audits and accounting audits,
as well as reports on the state of internal controls from the di-
vision in charge of internal controls. The external Directors
have the role of supervising management from a neutral, fair,
and objective perspective outside the Company.

We have introduced a system for external Directors to
review and check in advance the agenda items of a meeting

Officer training

The Company provides appropriate training opportunities for
external Directors to ensure that they can effectively fulfill their
roles and responsibilities, such as by arranging and providing
training for newly appointed Directors through outside institu-
tions and organizations, as well as by holding presentations
on the governance structure and management strategies and
policies of the Group.

of the Board of Directors and its reporting materials even from
outside the Company, and we provide them with devices for
reviewing purposes. Furthermore, the secretariat and various
departments responsible for administrative work for Board of
Directors meetings hold advance explanatory meetings on
documents for external Directors, and there is also a support
system put in place such as developing an environment to re-
view the Company’s internal information such as internal reg-
ulations and notices as well as Hiroshima Bank’s internal rules
and notices.

Furthermore, the Company has enhanced and strength-
ened measures in FY2023 to provide Directors with further
knowledge and information and to improve the effectiveness
of the Board of Directors, such as holding officer training
seminars on the themes of human rights in June 2023 and
women’s active participation in December 2023 as part of ini-
tiatives to enhance the effectiveness of the Board of Directors.
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Officer compensation system

The Company has stipulated policies regarding decisions
on the details of individual compensation of Directors
based on resolutions at Board of Directors meetings, in
light of the results of deliberations at the Group
Nomination and Compensation Advisory Committee (the
majority members being independent external Directors),
which is comprised of Representative Directors and
independent external Directors.

Regarding matters relating to the amounts of
compensation, etc. for Directors (excluding Directors
who are Audit and Supervisory Committee Members)
and executive officers, the Company makes decisions by
resolutions at the Board of Directors meeting, based on
deliberations and reports at the Group Nomination and

Compensation Advisory Committee described above.

B, Policies regarding decisions on the details of individual compensation of Directors

a. Basic policy

Compensation, etc. of Directors (excluding Directors who are Audit
and Supervisory Committee Members; hereinafter the same shall
apply) of the Company shall be determined based on a compensa-
tion system that is linked to shareholder interests so as to fully
function as an incentive to work for the sustainable growth and en-
hancement of the corporate value of the Group, and the basic poli-
cy is to determine compensation of individual Directors at an
appropriate level from the perspectives of transparency, objective-
ness and fairness.

Specifically, compensation, etc. of Directors excluding exter-
nal Directors shall consist of fixed-amount compensation, perfor-
mance-linked compensation, and stock-based compensation. For
the sake of neutrality in view of responsibilities, compensation for
external Directors is only composed of fixed-amount compensation.

As a bank holding company, the Company will establish and
operate a compensation plan in an integrated manner with The Hi-
roshima Bank, Ltd., which is a subsidiary bank of the Company,
and in the event that concurrent positions are held at the Company
and the Bank, compensation, etc. shall be prorated at a fixed rate.

b. Policy regarding the determination of the amount of individ-
ual compensation, etc. as fixed-amount compensation (mone-
tary compensation) (including the policy regarding the
determination of the timing, etc. of the compensation, etc.)
Fixed-amount compensation shall be monthly basic compensation
and shall be determined based on job titles and paid on a regular
basis during the term of office after comprehensively taking into
consideration factors such as the compensation and salary levels
of officers and employees of Group companies under the Compa-
ny and the status of officer compensation at other companies of a
similar scale.

c. Policy regarding the determination of the amount of individ-
ual compensation, etc. as performance-linked compensation
(including the policy regarding the determination of the timing,
etc. for payment of the compensation, etc.)
Performance-linked compensation shall be monetary compensa-
tion (paid at a certain time each year) that reflects performance in-
dicators and is calculated each business year according to the
degree of achievement of those performance indicators, and shall
be determined based on job titles with the aim of raising aware-
ness of the contribution to improve business performance.
Specifically, from the perspective of ensuring transparency,
objectivity, and fairness and fully fulfiling accountability to share-
holders and other stakeholders, the Company’s profit attributable
to owners of parent shall be used as a performance indicator and
the performance-linked compensation, which is calculated by mul-
tiplying the job title-based standard amount established by resolu-
tion of the Board of Directors by the payment ratio linked to said
performance indicator, is paid after the end of each business year.
The performance-linked coefficients are as follows.

B, Officer compensation system

Fixed amount compensation

Directors (excluding Directors who are Audit PY
and Supervisory Committee Members)

Performance-linked compensation

(Coefficients used in the calculation of performance-linked
compensation)

[Profit attributable to owners of parent] (yen) [Performance-linked cogfficient]
More than 45 billion 1.500
More than 40 billion - 45 billion or less 1.375
More than 35 billion — 40 billion or less 1.250
More than 30 billion - 35 billion or less 1.125
More than 25 billion  — 30 billion or less 1.000
More than 20 billion - 25 billion or less 0.875
More than 15 billion  — 20 billion or less 0.750
More than 10 billion  — 15 billion or less 0.625

10 billion or less —

d. Policy regarding the determination of individual compensa-
tion, etc. as stock-based compensation (non-monetary com-
pensation) (including the policy regarding the determination of
the timing, etc. for payment of the compensation, etc.)
Stock-based compensation shall be calculated and paid based on
an amount obtained by multiplying the fixed-amount compensation
determined based on job titles by a certain percentage with the
aim of clarifying the link between officer compensation and the
Company’s share price. The stock compensation plan is managed
by the officer compensation BIP trust. During the trust period, cer-
tain points are granted, and Directors will receive the delivery of the
shares in accordance with the number of points accumulated at
the time Directors retire from both the Company and The Hiroshi-
ma Bank, Ltd.

However, in the event of non-conformity as stipulated sepa-
rately, the Company may request the refund of the amount equiva-
lent to the share delivery.

e. Policy regarding the determination of the ratio of monetary
compensation, performance-linked compensation, and
non-monetary compensation to the amount of individual com-
pensation, etc. of Directors

The ratios of compensation by type for Directors shall be deter-
mined by comprehensively taking into consideration matters such
as the status of officer compensation at other companies of a simi-
lar scale from the perspective of providing an incentive to aim for
the sustainable growth and enhancement of corporate value of the
Group and an increase in the share price of the Company while
emphasizing the stability and soundness of management as a
bank holding company.

f. Matters regarding the determination of details of individual
compensation, etc. for Directors

Details of all individual compensation, etc. for Directors shall be de-
termined by the Board of Directors based on deliberations and
findings of the Group Nomination and Compensation Advisory
Committee, which is composed of Representative Directors and
independent external Directors (the majority of the Committee
members are independent external Directors).

Non-monetary compensation
(stock-based compensation®)

Directors who are Audit and
Supervisory Committee Members

[ )
External Directors [ ]
[ J

Executive Officers

* A system that utilizes a framework known as an officer compensation board incentive plan (BIP) trust. Utilizing compensation amounts for eligible officers as funds contributed by the
Company and its consolidated subsidiary Hiroshima Bank, the trust acquires shares of the Company, and provides the shares and cash equivalent to disposal of the Company’s shares

upon officers’ retirement from both the Company and Hiroshima Bank.
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Cross-shareholdings

As shown below, the Group has established the policies
regarding cross-shareholdings of listed shares and the
exercise of voting rights in order to ensure the appropri-
ateness of cross-shareholdings.

As a result of evaluations on cross-shareholdings
carried out at the Board of Directors meeting in March
2024 based on the review and deliberations by the
Group Cross-shareholdings Review Committee, approxi-
mately 80% of the companies in which the Group holds
shares satisfy these standards. For shares in companies
that fail to satisfy these standards, the Group is currently
holding discussions to improve profitability in transactions
with the company in question or reduce shareholdings.

In the event that a company holding the Company’s
shares as cross-shareholdings expresses an intention to
sell or otherwise dispose of the Company’s shares, the
Group will not prevent them from doing so by implying a
reduction in transactions with the Group or by any other
means.

In addition, as a near-term shrink target of
cross-shareholdings, the Group aim to reduce the total
market value of shareholdings of shares other than un-
listed shares and deemed shareholdings to “less than
20% of the Group’s consolidated net assets” by the end
of March 2025.

B, Policies regarding cross-shareholdings of listed shares and the exercise of voting rights

(1) Policies regarding cross-shareholdings of listed shares

(@) The Group has a basic policy of not engaging in cross-shareholding, except where it is deemed that the holding has a rationale
such as development of the regional economy or improvement of corporate value.

(b) As for shares held, the Board of Directors reviews the significance of holding them periodically by evaluating capital cost against
returns, level of contribution by the issuing company to the regional economy, growth potential and future prospects in light of ESG
elements, and medium- to long-term profitability of transactions with the Group.

(2) Standards for exercise of voting rights for cross-shareholdings

(@) In exercising voting rights, the Group determines the exercise of voting rights after examining the management principles and the
status of maintenance of corporate governance at the company in question, in addition to the policies described below.

- Whether or not the company is conducting appropriate decision-making that will lead to medium- to long-term increases in

corporate value and improvement of shareholder value

- Whether or not there is any possibility that it inflicts damage upon the Group as a shareholder

(b) In particular, the following items shall be examined regarding any potential impacts on corporate value and shareholder value:
- Proposals for appropriation of surplus that potentially have a significantly detrimental effect on financial soundness

- Proposals for election of directors and Audit & Supervisory Board members and provision of retirement benefits at companies
where misconduct or antisocial behavior incidents occurred or that have recorded losses or paid no dividends for a certain

period of time

- Proposals for anti-takeover measures, among other items

B, Cross-shareholdings of shares (based on acquisition cost; excludes deemed shareholdings)
49.8

35.6

(¥ billion)

-¥7 .8 billion
27.8

Listed shares

-¥7.4 billion

Unlisted shares
-¥0.4 billion

March 31,2021 March 31,2022 March 31,2023 March 31, 2024

B, Shrink target of cross-shareholdings

== @ == (Total market value of cross-shareholdings + deemed shareholdings) / Consolidated net assets

35.3% Less than
‘ 27.9% 28.6% 29 4% 20%

March 31,2021 March 31,2022 March 31,2023 March 31,2024 March 31, 2025
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Basic approach

In order to fully justify the trust of customers and share-
holders, the Group must be able to ensure appropriate
levels of earnings and stable operations, by dealing ap-
propriately with various kinds of risk its operations are
subject to, while remaining a soundly managed institu-
tion.

Risk management framework

For management of major categories of risk—credit,
market, liquidity and operational risks—we have dedicat-
ed offices. The Risk Coordination Group manages risks
centrally and comprehensively. To position us to deal
appropriately with the increasing diversification and com-
plexity of risk, we have established a Group Comprehen-
sive Risk Management Committee and carry out regular

P Risk management framework (as of April 1, 2024)

Based on our Group Comprehensive Risk Manage-
ment Regulations laid down by the Board of Directors,
the Group decides on a detailed risk management policy
for each fiscal year, and appropriately manages all cate-
gories of risk on an integrated basis.

audits through the Business Audit Group into the appro-
priateness and effectiveness of our risk management
systems.

Under this risk management regime, we aim to en-
sure sound, profitable operations, while striking an ideal
balance between capital adequacy, risk management
and earnings imperatives.

Board of Directors Audit ég?nrsntijﬁ:;wsory [

| Group Management Board |

|Group Comprehensive Risk Management Committee|

Group Compliance Committee |

Risk Coordination Group (Overall risk management for the whole Group) | \

[Controlling divisions]

|_
|_

1

[Risk Coordination Group] Operational risk

1

[Controlling divisions] Risk categories

[Risk Coordination Group] Credit risk

[Risk Coordination Group] Market risk
[Risk Coordination Group] Liquidity risk

[IT Coordination Group] System risk

H [Administrative Coordination Group] Administrative risk l—

|
]
|

T

I

|_

Business Audit Group

[HR/General Affairs Group] Human risk
[Risk Coordination Group] Compliance risk

[HR/General Affairs Group] Tangible asset risk

H [Management Planning Group] Reputational risk l—

T

|
|

| Hiroshima Bank and other Group companies | /
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Risk appetite framework

B, Risk governance

In order to establish robust risk governance, the Group
has introduced a risk appetite framework, prepared a
risk appetite statement describing the risk appetite
framework and risk appetite to make them well under-
stood within the Group.

B, Risk culture

In order to realize the sustainable development of local
communities and the sustainable enhancement of the
corporate value of the Hirogin Group, it is essential for
each employee to make decisions and act not only in
compliance with laws and regulations but also in accor-
dance with the expectations and requests of all stake-
holders, including customers, and the Group’s Purpose /
Management Policy.

The Group recognizes that risk culture is the funda-
mental concept for organizational and individual

B, Risk appetite

The risk appetite framework is positioned as a framework
that supports the management of the Group as a whole
to “promote risk-taking and control risk,” based on the
appropriate recognition of the environment and risks.

Management plan

In addition, to ensure that the risk appetite frame-
work functions effectively, we are working to foster a
sound risk culture that encourages everyone in the
Group to behave in accordance with the Group’s values
regarding risk-taking and risk appetite.

decision-making related to risk recognition, risk-taking,
risk management, etc., and that it is a factor to the base
for building strong risk governance. Based on that rec-
ognition, the Group has established the Hirogin Group’s
Risk Culture, while ensuring consistency with its Code of
Conduct.

In addition, in order to foster and disseminate the
risk culture within the Group, we share and spread it
through such means as sending messages from man-
agement and conducting training.

The introduction of the risk appetite framework
clarifies the risk appetite (the type and level of risk that
the Group is prepared to accept) for achieving the man-
agement plan and enables the Group to pursue more
profit opportunities and promote appropriate risk-taking.

Risk culture

Strategies & measures

Resource allocation

Revenue plan

Environment and risk recognition

~—

Diverse and sufficient discussion

‘\/

Risk appetite

Stress test

Purpose / Management Policy (Management Vision + Code of Conduct)
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Preparation for a next-generation backbone system
(participation in the MEJAR system and the basic agreement on detailed study)

Hiroshima Bank aims for the migration from a main-
frame-based system to a cloud-based system, a
next-generation backbone system, by 2030.

In order to achieve the migration, Hiroshima Bank
participated in the shared system (MEJAR?), which had
been operated by the Bank of Yokohama, Ltd., the
Hokuriku Bank, Ltd., the Hokkaido Bank, Ltd., the 77
Bank, Ltd., and the Higashi-Nippon Bank, Limited since
January 2010. We also concluded the basic agreement

*MEJAR stands for Most Efficient Joint Advanced Regional banking-system.

Arrangement during the period until migration

(from FY2022 to FY2030)

to conduct a detailed study toward sharing the system
among the six banks.

By participating in the MEJAR scheme, we will real-
ize a next-generation backbone system based on a
cloud platform, which enables the flexible provision of fi-
nancial services and the reduction of IT investment. At
the same time, we will promote the DX strategies to

achieve the growth of the core business.

to a next-generation backbone system

Hiroshima Bank has extended the operation of backbone
system Flight21 until FY2030, which has been shared
with Fukuoka Financial Group, Inc. (Fukuoka FG), IBM
Japan Ltd. (General Manager: Akio Yamaguchi) and
Kyndryl Japan KK (President: Takashi Uesaka). At the
same time, we started the core banking system modern-
ization for the period from FY2022 to FY2026. Through
the modernization, we will work with Fukuoka FG to (1)
improve efficiency in the accounting and information sys-
tems by renewing of the structure and transitioning to

open architecture and (2) newly establish a channel

» Roadmap for building a next-generation backbone system

integration infrastructure and sophisticate it by enhancing
the APl infrastructure.

Hiroshima Bank and Fukuoka FG have been work-
ing together as important partners both in system and
business activities, from the go-live in 2003 of the current
backbone system (through system sharing) up until now.
As a result of Hiroshima Bank’s migration to the
next-generation backbone system, the two banks will
operate systems separately from FY2030 onward. How-
ever, we will maintain the business partnership even after
FY2030.

agreement on detailed study)

Preparation for a next-generation backbone system (participation in the MEJAR system and the basic

- Preparation for migration to a cloud-based system in FY2030
- Establishment of the Alliance Promotion Office in the Management Planning Division of Hiroshima Bank

toward enhancing the cooperation with MEJAR participating banks

Arrangement during the period until migration to a next-generation backbone system (from FY2022 to FY2030)
- Continued operation and modernization of the current core banking system (Flight21)
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Fy2022
v

1. Next-generation
backbone system
(MEJAR)

Preparation for migration

- Preparation for migration to MEJAR
- Participation in next-generation initiatives in
anticipation of cloud adoption

FY2030
v

Migration to MEJAR

Realization of cloud migration
of backbone system

Establishment of the

Alliances with MEJAR participating banks

Alliance Promotion

- Developing alliances in business activities (including the development of financial services

Office in the areas related to digitalization and sustainability currently under consideration)

2. Arrangement

FY2026
v

- Developing alliances in systems other than the backbone system (including the
cybersecurity system currently under consideration)

Sharing of system with Fukuoka FG

Modernization

during the period

Effects from
modernization

until migration
(Flight21)

- Improving reliability, productivity, and efficiency
- Ensuring ease of migration to the next-generation
backbone system and developing human resources

Continued alliance with Fukuoka FG (as ever)

| Cybersecurity

Establishment of specialist division

In April 2024, the Group newly established the Security
Coordination Department at the Company and Hiroshi-

ma Bank in order to advance IT governance, including

Joint establishment of CMS-CSIRT

Given the recent increase in cyber-crimes, cyber-attacks,
and other threats to the financial industry, many regional
financial institutions recognize the need for further securi-
ty enhancements. MEJAR participating banks (Hiroshima
Bank is scheduled to share the MEJAR system from
FY2030) and NTT Data Regional Banks Joint Center

security measures against increasingly sophisticated cy-

ber-attacks.

participating banks have cooperated to establish the
CMS-CSIRT, an organization to promote mutual assis-
tance in cybersecurity and to enhance security measures
such as facilitating exchanges among security divisions,

planning joint security response drills and exercises, etc.
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Basic approach

In order for the Group to secure unwavering trust from
our shareholders, investors, and customers, we believe it
is important to build a stronger management base and
execute compliance-oriented business by further deep-
ening relations with regional community and customers,
working thoroughly to address their respective needs
and solve their issues, and providing reliable solutions.

Compliance structure

The Group has established a Group Compli-
ance Committee to follow laws and regula-
tions as well as social norms thoroughly and
build corporate ethics, and the committee
deliberates and considers matters relating to
compliance. In this and other ways, we en-

sure that we never commit violations of com-

In this regard, the Group considers compliance as
one of the top priorities of management and has made
utmost efforts for establishing a compliance system and
encouraging each and every employee to understand
the system so that corporate ethics will take root as a

culture.

Compliance structure (as of April 1, 2024)

Submission/Discussion/
Reporting, etc.

Audit and Supervisory
Committee

‘ Board of Directors

Supervision/

‘ Group Management Board ‘

pliance.

‘ Group Compliance Committee %

In addition, compliance managers have

Business Audit Group

been placed in divisions and branches of g
. 2 Risk Coordination Group
each GFOUD company to exohange legal in % (manages compliance for the whole Group)
formation and monitor daily compliance sta- % S Reporting/Informing/ Auditing
tus. The Group is also continuously striving to % Consulting
o - .
strengthen a central management system re- - ‘ Each division (compliance manager) ‘
; ; 5 Instruction/Management/ Discussion/Reporting/
lating to compliance and management func Supenision v AT

tions through the Risk Coordination Group. ‘

Hiroshima Bank and other Group companies

Furthermore, the Business Audit Group
reinforces the internal check and balance
system by implementing monitoring from an

independent perspective.

Compliance program

The Board of Directors resolves on the Group compli-
ance program every half fiscal year as a practical plan for
realization of desired compliance. Based on the Group
compliance program, we carry out relevant measures
steadily.

Specifically, the Group has formulated and dis-
closed the compliance manual on the company intranet,
etc., and strived to ensure that all employees are familiar
with this manual, through various activities such as rank-
based training sessions and training sessions for

compliance managers. Also, the Group has been pro-
moting initiatives including the development of a check
system by involving executive members actively in com-
pliance and strengthening a central compliance manage-
ment system.

Progress and achievements of the Group compli-
ance program are reviewed by the Board of Directors
every quarter. While striving to identify and solve prob-
lems, the Group has been making persistent efforts for
putting high-level compliance into practice.

Order
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B, Human rights policy

Given that the situation surrounding human rights is in-
creasingly diverse and complex day by day, and that
corporations are increasingly responsible for respecting
human rights both domestically and internationally, the
Group established its human rights policy in May 2023.

Based on this policy, we will respect the human
rights of our various stakeholders, including customers
and employees, and thereby contribute to building a so-
ciety in which everyone can engage in their work with
satisfaction and lead fuffilling lives.

B, Prevention of harassment

The Group is striving to prevent sexual, power and other
harassment behaviors as they must be strictly forbidden.

Specifically, to prevent harassment behaviors in ad-
vance, the Group conducts awareness-raising at the
Meeting of All Group Companies held at the beginning of
every six months ending September and March, and
conducts a periodic anonymous questionnaire survey for

B, Anti-discrimination and human rights initiatives

Amid the growing demand for corporate responsibility to
respect human rights, the Group positions the anti-dis-
crimination and human rights issue as an important issue
that we should proactively address in the course of our
corporate activities. In particular, we recognize that the
anti-discrimination issue is the source of various human
rights issues. For the purpose of deepening a proper un-
derstanding and recognition of the anti-discrimination is-
sue and executing the Group’s social responsibility, we

We are also attentive to the negative impact on hu-
man rights of corporate activities of our customers (in-
cluding investees and borrowers) and suppliers
(procurement and outsourcing partners). If our custom-
ers or suppliers have negative impacts on human rights,
the Group will take appropriate measures to address
such impacts.

all employees to detect such behaviors at their early
stage.

In addition, we set up hotlines in the Risk Coordina-
tion Group and an external law firm for consultation and
complaints about harassment and any perpetrators are
strictly punished.

established the Anti-discrimination Issue Awareness
Raising Promotion Committee in 1977. The committee
has been restructured into the Group Human Rights Is-
sue Awareness Raising Promotion Committee and has
been working to raise awareness not only of the anti-dis-
crimination issue but also of various human rights issues
through anti-discrimination and human rights training in
order to accurately address such issues.

B, Implementing anti-discrimination and human rights training

We believe that promoting respect for human rights ne-
cessitates an accurate recognition and deepened under-
standing and concern for a wide range of human rights
issues, including anti-discrimination issues, among our
employees. Based on this understanding, we have been

proactively engaging in regular awareness-raising activi-
ties, such as conducting lectures on anti-discrimination
and human rights issues during training sessions for staff
upon joining the company, being promoted and other
occasions.

P Results of training on anti-discrimination and human rights issues for FY2023

Program ‘

Training for new employees

Target

New employees

108 persons

Training for new supervisors

New supervisors

79 persons

Training for new managers

New managers

40 persons

Training for new branch managers

New branch managers (bank)

19 persons

Training for mid-career hires at the time of being hired

Newly hired mid-career hires (bank)

19 persons

Training for staff at the time of being appointed

Newly appointed staff (bank)

73 persons

Workplace training on anti-discrimination and human rights issues

All employees
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Basic approach

Fully aware of its social responsibility and public mission,
the Group strictly observes all laws, regulations, and

rules, and conducts its business honestly and fairly from

the customers’ viewpoint in accordance with social
norms to protect customers and provide greater conve-

nience to them.

Structure of customer protection management

The Group has established the Group Customer Protec-
tion Management Regulations at the Board of Directors
as a guideline to secure a structure aimed at protecting
and enhancing convenience for customers.

In the Group Customer Protection Management
Regulations, we formulate policies and management
matters regarding explanation to customers, customer
support (consultation and complaints), customer infor-
mation, outsourcing, and conflict of interests, making

these known to all of the Group’s employees.

Information management

Based on our published Privacy Policy, the Group ac-
quires or provides personal information prudently and
strives to continuously improve safety control measures
including strengthening system protections against cy-
ber-attacks.

In order to manage customers’ valuable information
assets in an appropriate and prudent manner, all em-
ployees regularly receive training for information security
to ensure a high level of awareness when handling infor-

mation.

Solicitation policy

In the solicitation of financial products, Hiroshima Bank

complies with the rules below.

1. The Bank endeavors to solicit customers for suitable
products in consideration of the customer’s knowl-
edge of the product, experience, asset composition,
and investment purpose.

2. The Bank endeavors to provide the customer with
adequate information on important matters such as
the content of the product and details of risks to en-
able the customer to carry out transactions at their

own discretion.

In addition, we have designated the Risk Coordina-
tion Group as the controlling division and established the
Group compliance program at the Board of Directors
meeting on a semiannual basis as basic procedures to
be performed to ensure customer protection, and status
of progress in the plan is reported to the Board of Direc-

tors on a regular basis.

We conduct thorough internal audits on handling
personal information to improve the effectiveness of in-
formation management.

If notification of the purpose of use of personal
data, disclosure (including disclosure of records of provi-
sion to third parties), correction, or suspension of use of
personal information is requested by a customer, the
Group responds to the request after verifying the cus-

tomer’s identification.

3. The Bank does not solicit customers by providing
misleading statements, such as arbitrary decisions or
false information.

4. The Bank does not solicit customers in a time or a
place causing inconvenience to them.

5. The Bank continues to develop knowledge of prod-
ucts to make sound and appropriate solicitations that

satisfy customers.
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Basic approach

The Group believes it is necessary and crucial to con-
struct an effective internal audit system within the Group
for the purpose of contributing to achieving our

Internal audit system

The Group has established internal audit departments in-
dependent of audited departments, which perform ap-
propriate checks and balances, in the Company and our
major Group companies. They evaluate the appropriate-
ness and effectiveness of each process of governance,

B, Hirogin Holdings

The Company has established the Business Audit Divi-
sion, which is independent of audited departments and
reports to the Board of Directors and the Audit and Su-
pervisory Committee, and its collaboration with the
Board of Directors and the Audit and Supervisory Com-
mittee as well as role sharing and cooperation with inter-
nal audit departments of Group companies enhance
supervision and checks and balances (governance) on
management and audited departments.

The Business Audit Division is responsible for the
overall coordination of basic plans for the Group’s inter-
nal audit. The Group’s basic plans for internal audit in
light of important risk items across Group companies are
determined by the Board of Directors and the Audit and
Supervisory Committee. Regarding the results of internal
audit, the Business Audit Division summarizes the results

B, Group companies

At the Group’s major subsidiaries such as Hiroshima
Bank as well, internal audit departments independent
from audited departments are established to conduct in-
ternal audits. Each of these Group companies formulates

management plan by adding value to and improving the
Group’s operation.

risk management, and risk control at departments under
audit, while adopting an attitude of compliance with
rules. They also express objective opinions and request
improvement on issues identified, or recommmend correc-
tions and provide advice.

of internal audits by the Group’s internal audit depart-
ments and the status of improvements and corrections,
and reports to the Board of Directors and the Audit and
Supervisory Committee on a regular basis.

Furthermore, acting as a controlling division re-
sponsible for the Group’s internal audit function, the
Business Audit Division receives reports on basic plans
for internal audit from Group companies and confirms
consistency with the Group’s basic plans for internal au-
dit. While conducting internal audits in cooperation with
Group companies’ internal audit departments, the Busi-
ness Audit Division also receives reports on internal audit
results from Group companies, monitors and examines
internal control systems and the status of internal audits
of Group companies, and gives instructions or takes oth-
er measures if necessary.

Internal audit results are reported to each president
and the Company without delay, while also being report-
ed to the Board of Directors and other organs of the
Company and other Group companies on a regular ba-

basic plans for internal audit in accordance with the sis.
Group’s basic plans for internal audit, and the plans are
determined by the Board of Directors and other organs.
P Internal audit system (as of April 1, 2024)
M Hirogin Holdings ‘ Board of Directors Audit and Supervisory Committee Cooperation
‘ Auditing
Submission/ Submis D—
‘ ‘ ‘ ‘ ‘ ‘ ‘ ‘ ——— ubmission,
Discussion/ .
Reporting, Supervision/Order g\scu?swm/tv
Secretariat Management || Sustainabiliy || Business DX BGVQUD Business Edc‘ondomf | ete. sy e
. ; usiness and Industrial
Department %?Onlﬂg Cogr(%nqatwon Maggggment Adrgw\ms?rauon Strategy Sugemsory Research - ‘ — Cetn| B
vision vision Ivision vision Division ivision Division d Business Audit Division <« T
©
2
Internal Audits Coordination functions =]
3
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H Group companies §
) ) . . ) ) Hirogin Hirogin Hirogin Hirogin Hirogin Hirogin Auditing
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Communication with customers

The Group receives numerous opinions and wishes via
customers’ voices sent to branch offices, the call center,
and the website mainly of Hiroshima Bank. In addition,
we carry out regular questionnaire surveys aiming at “Vi-
sualization” of customers’ wishes.

In order to utilize customer feedback to improve
satisfaction, we try to identify points for improvement in
products and services based on customers’ opinions
and requests, and make every effort to provide better
products and services with branch offices and head-

quarters working together to consider countermeasures.

Communication with employees

The Group aims to create a lively organization where all
employees can autonomously develop their own careers,
demonstrating their abilities and expertise to the fullest

while being fully engaged and highly motivated.

Provide

Y

“Visualization” of customers’ wishes

Customers’ Voices Questionnaire survey

Collect ¢ Understand

Branch offices Headquarters

¢ Improve

Development of better products and services

|

Hiroshima Bank is promoting interactive communi-
cation between supervisors and subordinates, for exam-
ple, by introducing one-on-one meetings to stimulate
communication focused on the ideas and values of indi-

vidual employees.

) Steps for raising the level of communication in one-on-one meetings

They can have a
positive dialogue
about their careers

They can talk
The supervisor and open-mindedly with
the subordinate have » each other (a »
regular opportunities relationship of trust
for dialogue has been estab-

lished)

The dialogue elicits o s e

will and awareness culture aimed at

to facilitate growth developing human
} . 9 } resources who think

into @ human and act on their own
with support for
growth through
one-on-one mestings

There has developed

resource who can
work autonomously
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Communication with shareholders and investors

B, Strengthening and enhancing IR activities

We recognize that constructive dialogue with our share-
holders is essential for sustainable growth and increasing
corporate value over the medium to long term. As part of
our efforts to strengthen and enhance our IR activities in
view of our shareholder composition, we hold company
briefing sessions for institutional investors and individual
investors, as well as individual meetings with sharehold-
ers in Japan and overseas.

In FY2023, we developed the measures to further
strengthen dialogues with shareholders as part of initia-
tives to enhance the effectiveness of the Board of Direc-
tors. We strengthened and enhanced IR activities such
as increasing contact points with analysts and institution-
al investors by the Representative Director and President
and Director & Senior Managing Executive Officers and

strengthening the provision of information. At the same
time, we made efforts to enhance feedback to the Board
of Directors on opinions and requests from shareholders,
other market participants, and related parties.

The comments and requests received are used as
input for business management and also shared widely
within the Group to improve our services and perfor-
mance.

» IR activities in FY2023

Briefing sessions for
institutional investors

On-on-one meetings with
institutional investors

Briefing sessions for
individual investors

3 sessions

31 meetings (including meetings
with overseas investors)

3 sessions (on-site: 3)

» Examples of dialogues that have generated awareness from shareholders and investors

Dialogue theme

Opinions of shareholders and investors obtained through dialogues

Measures by the Group

Based on the direction of our medium- to long-term management
COVETERES Please break down the skills matrix of Directors > strategy and considering investors’ opinions, we revised the skills
(adding sustainability, etc.). matrix of Directors (adding sustainability to necessary skills to pro-

mote and strengthen sustainability management).
- . We enhanced the disclosure of future RORA improvement measures
ey | by ecate messures 10 mprcue FOPA |, | toimprove ROE n It mators fuch s “usines devlopment -
sures to improve ROE. Islgpsg) risk assets” and “profit accumulation without utilizing risk as-
Regarding the consolidated capital adequacy ratio, We enhanced the disclosure of our approach to shareholder returns in
it is better to indicate at what level the Company IR materials, such as indicating that we will aim for a consolidated capi-
Capital policy will purchase its own shares. If it is shown, even if } tal adequacy ratio of approximately 11% and develop capital policies
the Company’s shares are not purchased every fis- (capital utilization to enhance profitability, shareholder returns, etc.) in

cal year, the market will fully evaluate it. line with the level of the capital adequacy ratio.

. . We increased opportunities for individual meetings with analysts and in-
Dialogue with Contact with investors should be expanded to > stitutional investors by the Representative Director and President, etc.,
shareholders hear more from institutional investors. as well as holding briefings focused on themes of particular interest to

institutional investors.
B, Shareholder benefits

To express appreciation for our shareholders’ support as
well as to increase the attractiveness of investing in our
shares to invite more people to hold our shares, the
Company offers a shareholder benefit system.
Shareholders who have 100 shares or more of the
Company’s common shares as listed on the Company’s
register of shareholders as of the reference date of

March 31 every year are eligible to choose from the fol-
lowing benefit options: (1) Time deposit course/catalog
gift of local products/gift card, (2) two tickets for Hiroshi-
ma Museum of Art, and (3) the right to participate in the
drawing to win tickets for the three major professional
sports events and concerts in Hiroshima.

p Time deposit course/catalog gift of local products/gift card (record date: March 31, 2024)

Name of course

Details of privileges*! -

100 shares -
below 500 shares | below 1,000 shares

Number of shares held
1,000 shares —
below 5,000 shares

Additional 0.10% to the interest | Additional 0.30% to the interest
rate presented at branches rate presented at branches

500 shares -

5,000 shares or more

Time deposit course Length of time-deposit —

— One year One year

Upper limit —

— ¥5 million ¥5 million

Catalog gift of local products/

. o v
Gift card Details of privileges

Gift card worth
¥500

Gift card worth
¥1,000

Catalog gift equivalent to | Catalog gift equivalent to
¥5,000 ¥15,000

*1 Products eligible for additional interest rates are Super Time Deposit and Super Time Deposit 300. The additional interest rates listed are per annum rates before tax.
*2 The privileges for the catalog gift of local products include shipping and other miscellaneous fees.

HIROGIN HOLDINGS INTEGRATED REPORT 2024

126



Third-Party Assurance

127

Independent Assurance Report
August 20, 2024

To Representative Director and President of Hirogin Holdings, Inc.

KPMG AZSA Sustainability Co., Ltd.
3-5-29 Kitahama, Chuo-ku, Osaka, Japan

Keisuke Inoue, Director

We were engaged by Hirogin Holdings, Inc. (the “Company”) to undertake a limited assurance engage-
ment of the environmental performance indicators marked with “s” (the “Indicators”) for the period from
April 1, 2023 to March 31, 2024 included in its Integrated Report 2024 (the “Report”) for the fiscal year
ended March 31, 2024.

The Company’s Responsibility
The Company is responsible for the preparation of the Indicators in accordance with its own reporting

criteria (the “Company’s reporting criteria”), as described in the Report.

Our Responsibility

Our responsibility is to express a limited assurance conclusion on the Indicators based on the proce-
dures we have performed. We conducted our engagement in accordance with the “International Stan-
dard on Assurance Engagements (ISAE) 3000, Assurance Engagements other than Audits or Reviews
of Historical Financial Information” and the “ISAE 3410, Assurance Engagements on Greenhouse Gas
Statements” issued by the International Auditing and Assurance Standards Board.

The limited assurance engagement consisted of making inquiries, primarily of persons responsible
for the preparation of information presented in the Report, and applying analytical and other procedures,
and the procedures performed vary in nature from, and are less in extent than for, a reasonable assur-
ance engagement. The level of assurance provided is thus not as high as that provided by a reasonable
assurance engagement. Our assurance procedures included:

@ Interviewing the Company’s responsible personnel to obtain an understanding of its policy for prepar-
ing the Report and reviewing the Company’s reporting criteria.

® Inquiring about the methods used to collect and process the Indicators and the design status of inter-
nal control.

@ Performing analytical procedures on the Indicators.

® Examining, on a test basis, evidence supporting the generation, aggregation and reporting of the Indi-
cators in conformity with the Company’s reporting criteria, and recalculating the Indicators.

@ Visiting the Company’s headquarters selected on the basis of a risk analysis.

@ Evaluating the overall presentation of the Indicators.
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Conclusion
Based on the procedures performed, as described above, nothing has come to our attention that caus-
es us to believe that the Indicators in the Report are not prepared, in all material respects, in accordance

with the Company’s reporting criteria as described in the Report.

Our Independence and Quality Management
We have complied with the Code of Ethics for Professional Accountants issued by the International Eth-
ics Standards Board for Accountants, which includes independence and other requirements founded on
fundamental principles of integrity, objectivity, professional competence and due care, confidentiality
and professional behavior.

In accordance with International Standard on Quality Management 1, we design, implement and
operate a system of quality management including policies or procedures regarding compliance with

ethical requirements, professional standards and applicable legal and regulatory requirements.

Notes to Readers of the Independent Assurance Report: This is a copy of the Independent Assurance
Report (available in Japanese only). The original copies are kept separately by the Company and KPMG
AZSA Sustainability Co., Ltd.
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