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Seven Bank’s focus on ATM services is
_ unique among Japanese banks, with 95% of
—~ our revenues coming from ATM usage fees

paid by partner financial institutions.

Bank Account Services / Other

(5%)

4.5 billion yen

Total Income

88.3 billion yen

ATM Services

83-8 billion yen

(95%)
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Customers

ATM services that can be accessed, Account services that are easy to
“anytime, anywhere, by anyone, and use, convenient, reasonably priced,
with safety and security” all over Japan and serve as an “instant wallet”

PN

Seven Bank’s Business Areas

ATM Services Bank Account Services

Services for individuals
@ International money transfer services
@ Ordinary deposit accounts and

@ ATM services through the stores of the
Seven & i Holdings Group

@ ATM services available from our machines term deposit accounts
in other public and commercial facilities ® Domestic money transfers, payment,
@ Our own ATM corner facilities and online settlement services
@ A full range of services for operating ® Personal "_’a” services
and managing the ATMs of other @ Other services
financial institutions Services for corporations
@ Acceptance of cash proceeds from sales
ATM Locations @ Cash pickup and delivery services
. - N\ W,
Seven & i Holdings Group
- Seven-Eleven
- Ito-Yokado
- Other companies
ATMs outside Group company premises
« Airports
+ Railway and other stations
- Commercial facilities
+ Other locations
Contribution to improving the @ Tie-ups for ATM use

efficiency of the financial system @ Full turnkey services for ATM

Creation of a symbiotic business operation and management

model with partner financial
institutions

" Partner Financial Institutions

4 )
Deposit-taking financial institutions Non-banks
® Banks @ Securities companies
@ Shinkin banks @ Life insurance companies
@ Credit cooperatives @ Credit card companies
@ Labor banks @ Credit companies
® JA Bank, JF Marine Bank ® Consumer finance companies
® Shoko Chukin Bank ® Business loan providers
g /

Forward-looking Statements

This ing the current plans, expectations, strategies, and beliefs of Seven Bank, Ltd. (“Seven Bank”). Statements contained herein that relate to future
operating performance and that are not hi: ical facts are for looking For looking may include, but are not limited to, words such as “believe,"“anticipate”, “plan,”
“strategy,” “expect,” “forecast,” “predict,” “potential,” “possibility,” and similar words that ibe future op ivities, i P events, or itic For looking state-
ments, whether spoken or written, are based on judgments made by the management of Seven Bank, based on i ion that is ly i to it. As such, these forward-looking statements
are subject to various risks and uncertainties, including, but not limited to, changes in the level of demand for the services offered by Seven Bank, challenges Seven Bank faces in achieving further
growth, and various other factors. As a result of such risks and uncertainties, the actual business results of Seven Bank may vary i from the P d or implied in forward-
looking statements.

C q i are i not to place undue reli: on for looking Seven Bank disclaims any obligation to revise for looking in light of new infor-
mation, future events, or other findings.

The i atiol i in this does not i or form part of any offer for sale or ip of or solicitation or invitation of any offer to buy or subscribe for any securities,
nor shall it or any part of it form the basis of or be relied on in ion with any or it
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stable growth is drive
uilf-on-win-win'relationships with partn!inancial institutions
Preliable revenue flow of ATM usage fees an h‘;bverwhelmin
market presencébf Seven-Eleven conyvenience stores. The AT
network we have built based on this business'model is part of t

“social infrastructure and indispensableito people’s daily live

- 0 = |

A Business Model Valued by Customers and Financial Institutions

R
k Customer J L Financial Institutions W
=1

Bank’s ATM screen .f.
— 00— e
Cash = <9 ATM usage fees

(N

>

9 ATM transaction fees
(decided by account-holding bank)
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Benefits for Customers . Benefits for Financial Institutions
Convenience of ATM service hours Access to nationwide network of
and locations ATMs operating 24/365 without the
24/365 availability cost of owning ATMs

No need to carry Iarg.e sums of cash for Utilization as own ATMs
business or leisure trips

Access to identical services from any Each baer def:ldes its own customer fees
ATM nationwide Screens identical to banks’ own ATMs

Safety and security Scaling back of own ATMs
(cost reduction), marketing strategy

Security due to installation in that utilizes Seven Bank ATMs

convenience stores

~— Maximizing the Advantages of Seven-Eleven’s Store Network ——

Convenience stores are an indispensable part of the Japanese lifestyle. Seven Bank’s ATM network
deploys the strong advantage of locations in the Seven-Eleven store network, by far the country’s largest.

Convenience Stores in Everyday Life in Japan

A total of 44,814 convenience stores nationwide (as of March 31, 2012; Source: Japan Franchise
Association)

The number of convenience stores is on the rise amid decreases in the number of supermarkets
and department stores

Completely integrated into the Japanese lifestyle

Seven-Eleven: A Dominant Presence in the Convenience Store Industry
The most stores in Japan: 14,005 stores (31.3% market share)*
The highest annual sales in Japan: 3,280.5 billion yen*

Maximizing the Possibility of Interactions with ATM Users

*As of February 29, 2012
S J

~—— Full-Scale Shift to More Efficient 3G ATMs from Fiscal 2011 ——

Shorter transactions: 33% reduction in transaction time*

Streamlined cash operations: Increased cash storage capacity reduces replenishment costs
Lower environmental impact: 48% reduction in power use* with automatic energy-saving mode;
long-life parts and recyclable materials

*Compared with 2G ATMs
- J
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S POWERFULMARK
| “’ l ' ave expanded rapidly since our

ever-more convenient ATM services can be
anywhere, by anyone, and with safety anc E‘u Irity
on P i k- e

i
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Strong ATM Network

High Quality

Sound Finances
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Partner Financial Institutions Number of ATMs Installed
o7 7 16,632
Scope of ATM Network Availability
All 4 7 ; days/week
prefectures 24 rou rs/day
: Competitive ATMs 1| A Network System for §
Safe Operations 3
| 3G 3 2 locations
f 1 1 l . Centers in east and west Japan for
5 Thlrd generatlon | |  continuous operations in a disaster
(- N 0
Non-consolidated Ratings
Tier 1 Capital Ratio AA
(|
53.25 o
% AA
u o
R&l

: _ . The highest among Japanese banks
\- . - .

As of March 31, 2012
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? STABLE GROWTH PROSPECTS

Dedlcated to fqu|II|ng customers’ expectations, we will continue
to strengthen our ATM operations while creating new revenue
sources that use our proven ATM infrastructure.

- /F-" &y,
i y
>

-—-—--.

.

Create
New Business

Open overseas ATMs
and offer banking
agency services
Develop Financial

Services Business

Full-scale rollout of
international money
transfer and personal
loan services

Strengthen
ATM Business

Expand ATM network
and broaden
customer base

Over the next decade, Seven Bank
aims to widen the ATM customer base and
develop new revenue sources

B SEVEN BANK, LTD. Annual Report 2012




[Strengthen ATM Business }

Broaden customer base and expand ATM network

Aim to steadily increase transactions by raising awareness of “close and convenient”
ATM network, and by actively expanding installations

Broaden customer baseJ

* Tap into latent needs

— Appeal to elderly and female customers based on security, safety
and convenience

—Joint campaign with partner companies and Seven-Eleven Japan Co., Ltd.

+ Expand ATM alliances

— Approach financial institutions in areas where Seven-Eleven Japan
has yet to penetrate

Expand ATM networkJ

* Increase non-Group locations
— Actively expand ATM base in commercial facilities

[Develop Financial Services Business }

Full-scale rollout of international money transfer and personal loan services

Diversify revenues by expanding the range of convenient financial services using our
well-developed ATM network

International money transfer servicesJ

+ Expand target countries

— Strengthen marketing of money transfer services to countries other than the
Philippines, the top transfer destination in fiscal 2011 (China, Brazil, Peru, etc.)

+ Strengthen marketing channels

— Expand marketing beyond the greater Tokyo area
— Improve multilingual competency of phone service staff

Personal loan services J
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Financial Highlights J

Seven Bank, Ltd. Years ended March 31

% Change Millions of yen
2012/2011 2012 2011 2010 2009 2008
For the year:

Total income 51% ¥ 88,318 ¥ 84,022 ¥ 88,830 ¥ 89,842 ¥ 83,667
Fees and commissions income 4.8 87,711 83,644 88,350 88,741 82,471
Fees and commissions expenses 6.9 10,705 10,011 9,691 9,183 8,328

Income before income taxes 8.5 29,300 26,999 30,306 28,736 23,343

Net income 7.8 17,267 16,008 17,953 16,988 13,830

At year-end:

Total assets 8.8 ¥652,956 ¥600,061 ¥502,782  ¥493,360 ¥488,137

Deposits 11.6 372,271 333,382 219,008 229,311 219,138

Total liabilities 8.6 527,326 485,522 392,843 394,966 399,162

Total net assets 9.6 125,629 114,539 109,939 98,393 88,974

% Change Yen
Per share data (Note 5):

Net income — ¥ 1449 ¥ 1319 ¥ 1471 ¥ 1392 ¥ 11.80

Net assets — 105.30 96.05 90.03 80.61 72.93

Dividends (Note 6) — 6.20 5.20 5.20 4.90 4.20

Management indicators: —

Return on equity (ROE) (%) — 13.50 13.28 16.11 16.94 16.89

Return on assets (ROA) (%) _ 4.55 4.66 5.49 5.13 4.75

Non-consolidated Tier 1 capital ratio

(Domestic standard) (%) — 53.25 51.19 49.58 45.05 43.89

Return on ATM cash (%) — 7.04 7.58 9.05 8.30 7.83

Overhead ratio (%) — 60.97 61.73 60.35 62.99 65.63

Payout ratio (%) - 42.75 39.39 35.33 35.18 35.56

Notes: 1. Return on equity = net income/the daily average total shareholders’ equity

Return on assets = net operating profit (gyomu jun-eki)/the average of total assets

3. Return on ATM cash = (ATM-related fee income - interest expenses - ATM placement fees - general and administrative expenses)/daily average balance of cash and
due from banks

4. Overhead ratio = general and administrative expenses/gross operating profit (gyomu ararieki)

5. On December 1, 2011, the Company conducted a 1,000-for-1 stock split. Per share data for previous fiscal years have been restated to reflect the change.

6. The year-end dividend for the fiscal year ended March 31, 2012 included an extra 1 yen to commemorate the Company’s listing on the First Section of the
Tokyo Stock Exchange.

)

Total Income Net Income / ROE Total Assets / ROA
(Millions of yen) (Millions of yen) (%) (Millions of yen) (%)
100,000 — 20,000 - 125 700,000 - 16
600,000 [~ 15
80,000 120
i8(eeo|P 500,000 |- 1s
60,000 5 400,000}
10,000 - 43
40,000 140 300,000
e
L 200,000 -
20,000 R0 15 I
100,000 [~
0 0 0 0
2008 2009 2010 2011 2012 2008 2009 2010 2011 2012 2008 2009 2010 2011 2012
(Years ended March 31) (Years ended March 31) (As of and for the years ended March 31)
"M Net income (left scale) [ Total assets (left scale)
== ROE (right scale) == ROA (right scale)
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To Our Shareholders and Investors J

> In April 2001, Seven Bank was established in response to the voices of many
Seven-Eleven Japan customers who said “It would really be great if there were
ATMs in Seven-Eleven stores.” Since then, our epochal business model focused

’ on ATM fee income received from partner financial institutions has enabled us to
maintain stable corporate growth.

Fiscal 2010, ended March 31, 2011, represented the end of our first decade of
operations. As we began our second decade in fiscal 2011, ended March 31, 2012,
the Japanese economy remained flat due to the downturn in the global economy

‘ and the impact of yen appreciation. However, signs of a moderate recovery began
to appear, supported by economic growth in the emerging and resource nations
and an increase in demand related to earthquake recovery efforts.

Amid these conditions, we expanded our ATM network and increased the number
of our partnerships with financial institutions. As a result, Seven Bank achieved
growth in both revenues and earnings, recording total income of 88,318 million yen
(up 5.1% year on year) and net income of 17,267 million yen (up 7.8% year on year).

Going forward, we will continue to give top priority to providing customer-
oriented services as we strive to further strengthen our ATM operations. At the
same time, we will continue to grow by creating new sources of revenue that make
the most of our ATM network, which serves as part of Japan’s social infrastructure.

B =35 1R

Takashi Anzai Kensuke Futagoishi d
Chairman and Representative Director President and Representative Director
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Interview with President Kensuke Futagoishi J

We will achieve continued growth centered on
our ATM business, which has become part of
Japan’s social infrastructure, with our full-scale
entry into the financial services business as a
medium-term growth driver.

Kensuke Futagoishi

President and Representative Director

SEVEN BANK, LTD. Annual Report 2012



Qt:

While economic conditions in Japan were unstable, Seven Bank
increased total income and net income. What factors supported
these results?

Al:

We responded effectively to our operating environment. Steady progress in
implementing our basic strategies included increasing the number of ATMs
installed. The international money transfer services and other businesses target-
ing future growth also performed well.

During fiscal 2011, ended March 31, 2012, we were concerned about the impact on our
business of factors such as the rolling blackouts after the Great East Japan Earthquake.
However, we successfully increased the number of ATMs installed and transactions with
deposit-taking financial institutions in line with our basic strategies. This enabled results that
exceeded our plan at the start of the fiscal year. Our ability to increase total income and
net income demonstrates that we responded effectively to our unstable operating environment,
making fiscal 2011 a year that reminded us of the importance of steadily executing our strategies.
Solid expansion in international money transfer services, personal loan services and other
financial service businesses that use our ATMs was a major success that will support future growth.
The international money transfer services we initiated in March 2011 were particularly strong. We
complemented the start of ATM transactions for this business in July 2011 by adding a multilingual
interface in November 2011. As a result, the number of transactions for fiscal 2011 was 32,500 and
the number of accounts totaled 10,700 as of March 31, 2012. Given the number of transactions and
the strongly positive reaction we received from users, this was a solid start with potential for future growth.

Q2:
What is the status of and the future approach for Seven Bank’s
management strategy of strengthening the ATM business?

A2:

We have made solid progress in expanding relationships with new kinds of users
and installing ATMs in more locations, and will continue to strengthen the ATM
business based on these fundamental policies.

In the ATM business, we see expanding relationships with new kinds of users and installing ATMs in
more locations as short-term growth drivers.

Our top priority in expanding relationships with new kinds of users is increasing ATM partner finan-
cial institutions. We initiated partnerships with eleven financial institutions during fiscal 2011, and we
have added three more as of May 2012. We are currently able to use the cash cards of more than
500 financial institutions, but naturally the ability to use the cash cards of all financial institutions is
significantly more appealing in terms of user convenience. We want to establish relationships with all
financial institutions, and will therefore draw on customer opinions as we continue to negotiate win-
win relationships with partner financial institutions.

We still have plenty of room to expand the number of ATMs installed by placing ATMs in more
locations, based on Seven-Eleven store opening trends. During fiscal 2012, ending March 31, 2013,
we are aiming for a net increase of 1,100 ATMs, with 900 in Seven & i Holdings Group locations,

SEVEN BANK, LTD. Annual Report 2012
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primarily Seven-Eleven stores, and 200 in locations outside the Seven & i Holdings Group, primarily
commercial facilities.

These two approaches to expanding the ATM business are effectively producing results. In fiscal
2011, the net increase in the number of ATMs was 1,269 year on year, and average daily transac-
tions per ATM increased year on year to 112.6. Generally, increasing the number of ATMs tends to
dilute users per ATM and decrease capacity utilization (transactions per day) per ATM. However,
capacity utilization is increasing for our ATMs. By moving forward with ATM installations in specified
regions, our strategy has been effective in increasing customer awareness, attracting new users and
increasing usage frequency per user.

ATM Transactions Number of ATMs Installed
(Millions of transactions) (Transactions/ATM/Day) (ATMs)
800 - 120 18,000
700 -
=100 15,000

600
500 80 12,000
400 60 9,000
300

40 6,000
200
100 20 3,000

0 0

2008 2009 2010 2011 2012 2008 2009 2010 2011 2012
(Years ended March 31) (As of March 31)

Il Deposit-taking financial institutions (left scale)
Non-banks (left scale)
== Daily average transactions per ATM (right scale)

Q3:

Seven Bank is further strengthening the large and powerful ATM
network it has built. What is the essential advantage of your
ATM network?

A3:
Its essential advantage is that it has become part of Japan’s social infrastructure,

integrated into the daily lives of ATM users.

The greatest strength of our ATM network is that it is integrated into the daily lives of ATM users. Our
ATMs are everywhere daily life takes place and therefore offer outstanding convenience because
users do not have to go far to withdraw money.

The scope of the Seven-Eleven store network in Japan supports the advantages of our ATM network,
as do the capabilities of our ATMs themselves and the robustness of our network system.

Seven-Eleven leads the evolution of convenience stores in Japan with the undisputed number one
position in sales and number of stores. Our ATM network derives enormous strength from using the
Seven-Eleven network.

Enhancing the capabilities of our ATMs themselves, we have been phasing in our third-generation
ATMs since fiscal 2010, ended March 31, 2011. These third-generation ATMs improve security and
convenience. They are a highly competitive new model with enhanced environmental benefits.

We are promoting the stable operation of our network system with a focus on the three themes
of preventing system downtime, thorough security countermeasures, and rapid response to break-
downs and security incidents. The Great East Japan Earthquake of March 2011 demonstrated the
strengths of our network system.



Create
New Business

Open overseas ATMs
and offer banking

agency services /
\\

o -

Develop Financial
/w Services Business

Full-scale rollout of

international money
transfer and personal
loan services

Strengthen
ATM Business

Expand ATM network
and broaden
customer base

Interview with President Kensuke Futagoishi

We have built these strengths because we were established as a bank that specializes in ATM
services, and have therefore concentrated the investment of our resources in the ATM business. One
of our strengths is the ability to use overseas cards in our ATMs, a service that is largely possible
because of our specialization.

As a company that provides ATM social infrastructure, we will maintain our position of neutrality as
we work to enhance our advantages.

Q4:

Sustained growth in the future will require the full-scale develop-
ment of new services. What is Seven Bank’s approach to business
development?

A4:
We will commercialize financial service businesses that make maximum use of

our ATM network, such as international money transfer services, to drive growth
over the medium-to-long term.

We will generate future growth with financial service businesses that make maximum use of our out-
standing ATM network as medium-to-long-term growth drivers. Our approach to utilizing and leveraging
our ATM network will be the key to growth.

The international money transfer services we initiated in March 2011 are representative of our
perspective. As | mentioned earlier, these services got off to a good start, and the number of
transactions is steadily increasing. We are aiming for 170,000 money transfer transactions in fiscal
2012 and 1 million annual transfer transactions in the following four to five years. Usage and loan
balances for our personal loan services for ATM users are also increasing steadily.

We are also considering additional new services, and we are now beginning to flesh out the details
for bank process outsourcing services. In April 2012, we outsourced a portion of our account open-
ing process to Dalian Xinhua Infotech Co., Ltd. in China, which has accelerated account opening
and raised efficiency. We will expand the scope of outsourcing in the future with the intent of using
the knowledge we acquire to develop the process outsourcing business for other financial institutions.

With convenience stores spreading in Asia, we are also considering the overseas ATM business
with the aim of generating sustained corporate growth over the long term.

International Money Transfer Services

Number of Accounts with Seven Bank Number of Transfers

(Accounts) (Transfers)
12,000 20,000
10,000 [~
15,000 [~
8,000 [~
6,000 [~ 10,000 [~
4,000 [~
5,000 [~
2,000 -
0 0
Jun. 30, Sep. 30, Dec. 31, Mar. 31, 2011 2012
2011 2011 2011 2012 Apr.-Jun. Jul.-Sep.Oct.-Dec.Jan.-Mar.
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Q5:

Initiatives during fiscal 2011 included a stock split and a listing on
the First Section of the Tokyo Stock Exchange. What are Seven
Bank’s capital policies?

A5:
We will focus on increasing shareholder value with a basic policy of stable

dividends and a target dividend payout ratio of 35% or higher.

Seven Bank believes that returning profits to shareholders is an important management policy.

Our basic policy targets stable and sustained cash dividends in consideration of an appropriate
balance between distributions of earnings to shareholders and internal capital resources. Our target
dividend payout ratio is 35% or higher, and we have a basic policy of paying an interim and a year-
end dividend.

We conducted a 1,000-for-1 stock split in December 2011 in order to increase the liquidity of our
shares and diversify our shareholder base. We also listed our shares on the First Section of the Tokyo
Stock Exchange in December 2011, with objectives including further enhancing our credibility, pub-
lic profile and ability to procure funds.

Cash dividends per share for fiscal 2011 totaled 6.20 yen, which consisted of a 2.60 yen* interim
dividend and a 3.60 yen year-end dividend that included a 1.00 yen dividend commemorating the
listing on the Tokyo Stock Exchange. For fiscal 2012, we plan to pay an interim and a year-end divi-
dend of 3.25 yen each for an annual dividend of 6.50 yen.

We will continue to focus on increasing shareholder value through means including share buy-
backs when we decide the conditions are right.

*Adjusted for the 1,000-for-1 stock split conducted on December 1, 2011.

Dividends* and Payout Ratio

(Yen) (%)
10 — %

2008 2009 2010 2011 2012
(Years ended March 31)

Il Dividends™ (left scale)
Commemorative dividend* (left scale)
== Payout ratio (right scale)

*Adjusted for the 1,000-for-1 stock split conducted on December 1, 2011. The year-end dividend for the fiscal year
ended March 31, 2012 included an extra 1 yen to commemorate the Company’s listing on the First Section of the Tokyo
Stock Exchange.



Interview with President Kensuke Futagoishi

Q6:
How will you further increase shareholder value?

A6:
Steadily executing our strategies is our top priority, and we will do so vigorously.

Moreover, markets are becoming borderless with increasing speed, so we are
considering overseas business development centered on Asia over the medium-
to-long term with the aim of sustained growth.

We have a clear strategy of expanding the ATM business over the near-term and fully developing
new services such as financial service businesses over the medium term. Properly executing this
strategy is crucial; half-measures are not an option. Complete execution will naturally generate favor-
able results. Therefore, my responsibility is to vigorously encourage strategy execution and decisively
pursue results.

At the same time, we recognize the long-term importance of new business development. As the
world’s economies become increasingly borderless, we are looking at markets overseas, primarily in
Asia, as an extension of our business in Japan in order to manage our operations dynamically with a
global perspective.

We will continue to focus on the ATM business in further strengthening our business base with the
aim of sustained growth in the future.

SEVEN BANK, LTD. Annual Report 2012



Business Topics J

New Revenue Model Using the ATM Network Infrastructure

Steady Growth of the
International Money Transfer Services

Groundbreaking Services to Meet the Needs of Foreign Nationals in Japan

As globalization advances, the number of foreign nationals working in Japan and Japanese nationals living
overseas is increasing, leading to a growing need for overseas transfers of funds from Japan.

In light of this trend, Seven Bank launched international money transfer services in March 2011 on its
Internet and mobile platforms. Since July 2011, customers have been able to access the international money
transfer services at any Seven Bank ATM.

These services demonstrate the synergy of the partnership between Seven Bank and The Western Union
Company of the U.S. Seven Bank has one of Japan’s largest ATM networks, with over 17,000 machines, while
Western Union operates the world’s largest international money transfer network, with services offered through
more than 460,000 agencies in over 200 countries and territories worldwide. The collaboration between the
companies makes it possible to offer customers these groundbreaking services anytime, anywhere, speedily
and safely, at affordable rates.

The services, which let customers send money from ATMs at Seven-Eleven stores and other locations
throughout Japan, are generally available 24 hours a day, 365 days a year with affordable transfer charges,
and funds are available in as little as minutes after transfer. These advantages make the services highly com-
petitive, and they have already received strong support from customers.

Overview of International Money Transfer Services

e \ e ™
Customers can send money from Money can be received at about
anywhere 24 hours a day. 460,000 agencies in around
@ Strict customer due diligence will 200 countries and territories

be conducted when accounts are worldwide
opehed. . . Remittances completed and ® Money can be remitted to most
@ Recipients will also be registered in money made available in a countries and territories, excluding
advance. few minutes countries where there is high risk
@® Customers can send money 24 of money laundering transfers.
hours a day, 365 days a year. @ Money becomes available
J to the recipient in a matter \ J
of minutes once a transfer
is completed.

V

>
%) SEVEN BANK

Financial Soundness

Credit ratings (Standard & Poor’s)
Seven Bank: AA-
Western Union: A

Presentation of ID Money

Strict Anti-Money Recipients do not need

Laundering Checks a bank account.

IDs will be checked with
personal ID documents
approved under local laws.

Recipients

Transactions are closely
monitored to detect suspicious
activities, which are then e
reported to the authorities gﬂc)or;eizii Ziggfn;nigansgi Western Union

Sender WER Y 210 ElISEavarEe necessary. Western Union, which has more than 135 years
of experience in money transfers, draws on this
experience today to provide rapid and reliable
international money transfer services.
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New Source of Earnings Using the ATM Network Infrastructure

The international money transfer services are very significant for Seven Bank, as they represent a highly stable
new source of earnings in addition to ATM fees, by making effective use of the Bank’s asset of an ATM network
that spans Japan.

Usage has grown steadily since the services were launched, with a total of 32,500 transfers in fiscal 2011.
For fiscal 2012, Seven Bank has set a target of 170,000 transfers. In addition to widening the promotional
region beyond the Tokyo metropolitan area, improvements will include expanding the language coverage of the
telephone support service, which is currently offered in six languages: English, Japanese, Tagalog, Spanish,
Portuguese, and Chinese. Within the next four to five years, the Bank aims to raise the number of money
transfers to 1,000,000 annually to develop services that contribute to total income growth.

Number of Accounts with Seven Bank Number of Transfers
(Accounts) (Transfers)
12,000 10,700 20,000 — 17.900
9,000 [~ 15,000
6,600
10,900
6,000 [~ 10,000
2,900
3,000 5,000 3.200
600
400
0
Jun. 30, Sep. 30, Dec. 31, Mar. 31, 2011 2012
2011 2011 2011 2012 Apr.-Jun. Jul.-Sep. Oct.-Dec. Jan.-Mar.

Accepting Overseas Cards to Increase Convenience for
Customers Visiting Japan

Overseas visitors to Japan often find it difficult to obtain yen after arriving in the country.

Few cash dispensers and ATMs in Japan accept cash cards or credit cards issued in foreign countries.
In addition, for those who need to exchange foreign currency into yen, banks and post offices are only
open at certain times on certain days, and locating their branches can be troublesome.

Given this situation, Seven Bank provides a service that allows anyone with a foreign-issued cash card
or credit card to make withdrawals in Japanese yen. Seven Bank ATMs are located in Seven-Eleven stores,
a name familiar to many outside Japan, allowing simple cash withdrawals 24 hours a day, 365 days a year (in
principle). Over 17,000 Seven Bank ATMs have been installed at Narita and Haneda airports, and Seven-
Eleven stores throughout Japan, including stores located near hotels and sightseeing spots. ATMs offer
voice and on-screen guidance in four languages — English, Korean, Chinese and Portuguese — thereby
providing a service that meets the needs of many users.

VISA SPius

Cards with these logos are accepted at Seven Bank ATMs.

SEVEN BANK, LTD. Annual Report 2012



Corporate Governance J

[ Corporate Governance }

Corporate Governance Policy

Seven Bank recognizes that good corporate governance
plays a vital role in raising its corporate value. The Bank
works to maintain and improve its corporate governance
and compliance systems in order to ensure swift mana-
gerial decision making, clarify the roles and responsi-
bilities of executives and employees, maintain effective
management oversight and ensure equitable operations.

Corporate Governance Initiatives
1. Details

As of June 19, 2012, the Board of Directors consists of
ten directors, including four outside directors. The Board
of Directors meets at least once a month to decide on the
Bank’s basic operational policies and important opera-
tional issues, and to supervise the execution of directors’
duties.

The Board of Directors has established an Executive
Committee as a deliberative body concerned with opera-
tional implementation within the scope delegated by the
Board of Directors. In principle, the Executive Committee
meets on a weekly basis to supervise the formulation or
amendment of business plans; acquisition and disposal
of assets; credit provision-related issues; payment of
debts and expenses; credit management issues; rewards
and punishment for employees; issues related to working
conditions and benefits; the establishment, change, and
abolition of elements of the organization; and the forma-
tion, revision, and elimination of rules and policies in
addition to conferring on issues to be deliberated by the
Board of Directors prior to its meetings. Since June 2006,
the Bank has adopted an executive officer system, and
the Executive Committee comprises executive officers
and others nominated by the Board of Directors.

As of June 19, 2012, the Board of Auditors consists
of four statutory auditors, including three outside statutory
auditors. The Board of Auditors meets, in principle, at least
once a month to deliberate and make decisions regarding

Corporate Governance Organization

important auditing-related issues reported to it. The Board
of Auditors convenes with the Representative Director
and the Internal Audit Division on a regular basis to
exchange opinions and make requests as deemed
necessary on issues the Bank is addressing, issues
related to the status of improvements to the statutory audi-
tors” auditing environment, and important auditing-related
issues. In addition, the statutory auditors oversee and
verify the status of fulfillment of legal obligations, includ-
ing the duty of care of a good manager and the duty of
loyalty, with regard to resolutions of the Board of Direc-
tors and other decision-making by directors.

2. Preparation of Internal Control Systems

The Board of Directors decided on May 8, 2006 to imple-
ment system upgrades stipulated in Company Law
Article 362, Paragraph 4, ltem 6. Details of this decision
are reviewed each fiscal year in a Progress Review.

Approach to Roles and Appointment of Outside
Directors and Outside Statutory Auditors

A. OUTSIDE DIRECTORS

Mr. Yoji Ohashi was appointed as an outside director of
the Bank in order to utilize his experience and insight as
Representative Director of All Nippon Airways Co., Ltd.
and as Vice Chairman of the Japan Business Federa-
tion (Nippon Keidanren) in the Bank’s management. The
Bank has designated Mr. Ohashi as an independent
officer as he meets the criteria for independence from
the Bank and is not likely to have conflicts of interest with
general shareholders.

Mr. Toshikazu Tamura was appointed as an outside
director of the Bank in order to utilize his business experi-
ence as an underwriter at Nomura Securities Co., Ltd., his
experience as Representative Director of JAFCO Co.,
Ltd., and his specialized knowledge and insight as a
professor at Sanno University in the Bank’s management.
The Bank has designated Mr. Tamura as an independent

(As of June 19, 2012)

General Meeting of Shareholders

Board of Directors
(10 directors, including 4 outside directors)

(4 statutory auditors, including 3 outside statutory auditors)

Statutory Auditors/

Board of Auditors Statutory

Auditors’ Office

Cooperate

| Executive Committee

Representative Directors
Chairman President

[ Compliance Committee

I ALM Committee

I Risk Management Committee

I System Planning and Development Committee

I Management Committee

I CSR - Environment Committee
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officer as he meets the criteria for independence from
the Bank and is not likely to have conflicts of interest with
general shareholders.

Ms. Yuko Miyazaki was appointed as an outside director
of the Bank in order to utilize her legal knowledge and
extensive experience as an attorney at law specializing in tax
law and corporate legal affairs in the Bank’s management.

Mr. Tadahiko Ujiie, an outside director of the Bank,
comes from the Bank’s parent company and therefore
does not meet the criteria for independence. However,
the Bank appointed Mr. Ujiie with the expectation that his
professional perspective based on his many years as
manager of the finance department will benefit the Bank’s
overall financial strategy.

B. OUTSIDE STATUTORY AUDITORS

Mr. Masaharu Hino was appointed as an outside statutory
auditor of the Bank to supervise the directors’ execution
of their duties from a broad perspective, including legal
aspects, utilizing his experience and perspective as a
public prosecutor, Financial Services Agency Commis-
sioner and attorney. Mr. Hino is designated as an inde-
pendent officer as he meets the criteria for independence
from the Bank and is not likely to have conflicts of interest
with general shareholders.

Mr. Tetsuya Katada was appointed as an outside
statutory auditor of the Bank in order to provide oversight
and effective advice on the Bank’s management in general,
utilizing his extensive experience as a corporate man-
ager, his broad insight in various economic organizations
and his many years of experience in monetary policy
deliberations. The Bank has designated Mr. Katada as an
independent officer as he meets the criteria for indepen-
dence from the Bank and is not likely to have conflicts of
interest with general shareholders.

Ms. Naomi Ushio was appointed as an outside statu-
tory auditor of the Bank in order to oversee the execution of
duties by the Bank’s directors, utilizing her expert knowledge
and insight as a professor at Meiji University in the Bank’s
management. Ms. Ushio is designated as an independent
officer as she meets the criteria for independence from
the Bank and is not likely to have conflicts of interest with
general shareholders.

Oversight or Audits by Outside Directors or
Outside Statutory Auditors; Cooperation with
Internal Audits, Audits by Statutory Auditors
and Accounting Audits; and Relationship with
Internal Control Department

The outside statutory auditors are responsible for
asking frank questions and submitting their opinions to the

Compensation of Directors and Statutory Auditors in the Fiscal Year Ended March 31, 2012

Representative Director and Board of Directors from
an independent standpoint, in keeping with their
independence and reasons for appointment. To fulfill
these responsibilities, the outside statutory auditors re-
ceive information gathered by the full-time statutory audi-
tors, who are responsible for ensuring the effectiveness of
audits in cooperation with the Internal Audit Department
and the department in charge of internal control functions.
In addition, the Board of Auditors, which is composed of
all statutory auditors including outside statutory auditors,
regularly exchanges opinions with the accounting auditors
for mutual collaboration.

The outside directors do not collaborate with the
internal audit department, accounting auditors and
internal control department directly. However, they fulfill
their management oversight function from a position
of independence from business execution based on
their reasons for appointment and on the questions and
opinions submitted at Board of Directors meetings by
outside statutory auditors, who share information with
the full-time statutory auditors who collaborate with those
departments.

Policy for Determining the Amount and Method
of Calculation of Compensation of Directors
and Statutory Auditors
A.POLICY FOR DETERMINING THE AMOUNT OF
COMPENSATION
Compensation is determined by taking into consideration
factors including contribution to the Bank, content and
importance of duties, status of performance of duties and
years in office. In addition, after the system of special
retirement benefits for directors was abolished in June
2008, the Bank introduced stock options for stock-linked
compensation up to a maximum total amount of ¥100 mil-
lion for inside directors. This stock option compensation
is determined according to position and executive officer
title, and is based on monthly compensation.

B.METHOD OF DETERMINING THE AMOUNT OF
COMPENSATION
The Compensation Committee, which is chaired by an
outside director and composed of one full-time director
and more than one outside director, makes proposals for
the amount of compensation of directors to the Board of
Directors, and the final decision is made by resolution of
the Board of Directors.
Compensation of statutory auditors is determined by
deliberation of the Board of Auditors.

(Millions of yen)

Amount of Total Compensation by Type Number of Recipients

Compensation | Basic Remuneration | Stock Options | Bonuses | Retirement Benefits (persons)
Directors
(excluding outside directors) 251 195 56 B B 5
Statutory Auditors 20 2 _ _ _ 1
(excluding outside statutory auditors)
Outside Directors and
Outside Statutory Auditors 45 45 B B B 6
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Risk Management Initiatives

Seven Bank has designed a risk management system to
ensure the soundness and efficiency of management by
recognizing and appropriately managing specific types
of risk faced in conducting business. The Board of Direc-
tors has established the Basic Policy on Risk Control as
overall risk management policy, risk management policy
regarding specific risks, and internal structures and
systems to manage risk. Based on the Basic Policy on
Risk Control, the Executive Committee has established
detailed rules and regulations governing day-to-day risk
management.

The Bank’s risk management structure includes the
Risk Management Division, which is responsible for
supervising overall risk management activities, specific
risk management divisions, and the Internal Audit Division
to perform internal audits. In addition, the Risk Manage-
ment Committee and the Asset-Liability Management
(ALM) Committee act as advisory bodies to the Executive
Committee with respect to risk management.

Formulation of Business Continuity Plan (BCP)
Seven Bank has defined three priority business operations
to maintain in the event of a major disaster or accident
to fulfill its social obligation as a bank. These operations
are ATM business, fund settlement with other banks and
partner financial institutions, and payment of withdrawals
and currency exchange. In addition, to ensure that these

Risk Management System

important business operations can continue even if a
disaster or accident occurs, each department has cre-
ated a business continuity plan (BCP). The departments
conduct BCP drills on a regular basis that assume cases
in which data centers and other facilities are damaged
for varying periods of time.

In the Great East Japan Earthquake of March 2011,
an emergency headquarters headed by the president
was set up in accordance with the business continuity
management (BCM) policy. The headquarters held a
response meeting to decide policies and measures for
the quick restoration and stable operation of ATMs and
other matters, and immediately moved to implement them.

Overall Management of Risk

Basic policies relating to overall risk management are
governed by the Basic Policy on Risk Control. The Bank
manages risk comprehensively, evaluating risks by cat-
egory and comparing them with capital.

Credit Risk

Basic policies relating to credit risk are governed by the
Basic Policy on Risk Control and by the Credit Risk Rules
established thereunder. Currently, risk management
activities relating to credit risk are limited to the ATM
settlement business, ALM of interbank deposits placed
with top-rated partner financial institutions, lending of
funds in the call-money market, temporary ATM payment

Board of Directors

Establishment of Basic Policy on Risk Control

Executive Committee

Establishment of Risk Rules

ALM Committee

Risk Management Committee
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amounts due, and small personal loans. In addition, the
Bank performs self-assessment of asset quality as appro-
priate and establishes an allowance for credit losses in
accordance with its self-assessment guidelines, reserve
guidelines, and related internal rules and regulations.

Market Risk

Basic policies relating to market risk are governed by the
Basic Policy on Risk Control and by the Market Risk Rules
established thereunder. The Market Risk Rules establish
limits on the maximum level of funds at risk, market posi-
tion limits, and loss allowance limits. The Risk Manage-
ment Division measures and monitors market risk on a
daily basis in light of these limits and reports the results
to management, including the Executive Committee. Risk
management operations are also based on the monthly
reports of the ALM Committee regarding the Bank’s mar-
ket risk position, expected trends in interest rates, and
other matters.

Liquidity Risk

Basic policies relating to liquidity risk are governed by
the Basic Policy on Risk Control and by the Liquidity Risk
Rules established thereunder. The Liquidity Risk Rules
establish limits regarding the cash gaps arising from
differences between the duration of invested funds and
those available to meet current cash needs. The Risk
Management Division measures and monitors liquidity
risk on a daily basis in light of these limits and reports
the results to the Executive Committee. The Bank has de-
vised comprehensive countermeasures for a number of
constrained funding scenarios to enable a quick and flex-
ible Bank-wide response, and therefore does not expect
to experience liquidity problems.

Overall Management of Operational Risk

Basic policies relating to operational risk are governed by
the Basic Policy on Risk Control and by the Operational
Risk Rules established thereunder. The Bank recognizes
administrative risk, systems risk, reputation risk, legal
risk, and other operational risks as operational risks, and
comprehensively manages risk from a qualitative and a
quantitative standpoint.

Administrative Risk

Seven Bank’s business consists primarily of the execu-
tion of transactions, mainly through its ATM network, that
do not involve face-to-face interaction. The Administrative
Risk Rules, which were established in accordance with
the Basic Policy on Risk Control, are designed to reflect
this special characteristic and ensure accuracy and
fairness in administrative operations. In addition, the Bank
works to prevent administrative errors and employee
misconduct through self-monitoring and appropriate audits
of all divisions, offices, and centers by the Internal Audit

Corporate Governance

Division. The Bank is organized to quickly analyze the
cause of problems it has identified, such as scandals,
work-related accident and complaints, and determine mea-
sures to prevent their recurrence. The Bank also manages
administrative risk, including potential administrative risk,
by verifying administrative error reports and self-monitoring
in order to understand the occurrence of administrative
errors in all divisions and centers.

Systems Risk

Basic policies relating to systems risk are governed by
the Basic Policy on Risk Control and by the Systems
Risk Rules established thereunder. The Bank seeks to
improve systems development efficiency, service quality,
and systems safety. Initiatives in systems construction
include one or more layers of redundancy in network and
hardware equipment and a backup center designed to
engage in the event of a natural disaster or systems
failure. File libraries and programs are backed up as
appropriate based on relative importance to operations,
and such backup data is stored off-site as a precaution
against unforeseeable events. In addition, the Bank takes
the utmost care in information management, including
using firewalls to block unauthorized systems access,
monitoring access 24 hours a day, 365 days a year,
encrypting all electronic transactions with customers,
and employing anti-virus software. Furthermore, in order
for its customers to use the Bank’s services with peace
of mind, the Bank prepares for unforeseen events such
as service interruptions or disasters and has prepared a
business succession plan in advance, and also has set up
a framework for conducting regular drills and other measures.

Reputation Risk

Basic policies relating to reputation risk are governed by
the Basic Policy on Risk Control and by the Reputation Risk
Rules established thereunder. The Bank works to gather
information concerning its reputation on a daily basis and
maintains a response system, including a bank-wide com-
munication structure and timely and appropriate disclosure
for dealing with events that affect its reputation.

Legal Risk

Basic policies relating to legal risk are governed by the
Basic Policy on Risk Control and by the Legal Risk Rules
established thereunder. The Bank works to minimize or
prevent the manifestation of legal risks, and respond
accurately and efficiently to avert or minimize losses in
the event that such risks materialize.

Other Operational Risks
Basic policies relating to other operational risks are gov-
erned by the Basic Policy on Risk Control. The main other
operational risks recognized and managed are human
risk and tangible assets risk.
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Compliance Initiatives

Seven Bank considers compliance with applicable laws
and societal norms to be a fundamental prerequisite
to earning the trust of society. Aware of the importance
of its public mission and the significance of its societal
responsibilities, the Bank has developed the following
initiatives to ensure compliance, one of the most impor-
tant responsibilities of management.

Compliance Systems

The Bank appoints a Compliance Officer to each of its
internal divisions to implement compliance and serve as a
point-person to consult on compliance-related problems
and other issues. The Risk Management Division, led by
the officer in charge, works as the Bank-wide compliance
department to improve accountability and responsibility,
self-help capabilities, and reciprocal monitoring as a means
of creating an organization with an inherent self-monitoring
function. The Internal Audit Division independently audits
the Bank-wide compliance system. In addition, the Compli-
ance Committee, which acts as an advisory body to the
Executive Committee, reviews and evaluates all significant
compliance-related issues as they arise.

Compliance Program

The Bank establishes a compliance program each fiscal
year that sets out the specific compliance plan for that
year. The Board of Directors reviews and evaluates the
progress and the practical results of the compliance pro-
gram for the relevant year and, based on such reviews
and evaluations, designs and adopts the compliance
program for the following fiscal year.

Compliance Manual
To enhance compliance, the Bank publishes a compliance

Compliance System

Formulate I Board of Directors ]

Corporate Governance

manual that is distributed internally to all employees, while
implementing compliance training sessions in order to
repeatedly keep employees informed about compliance.

Main Compliance Issues
1. Prevention of fraudulent accounts and

money laundering
The Bank focuses on preventing the opening of fraudu-
lent accounts by strictly enforcing customer due dili-
gence procedures when customers apply to open new
accounts.

Moreover, the Bank has established the Financial
Crime Prevention Division as a specialized unit to com-
bat financial crime. This division works to eliminate
fraudulent accounts, prevent fraudulent bank transfers
and other activities and cooperate appropriately with the
police and other governmental authorities by monitoring
and filtering accounts on a daily basis.

2. Response to anti-social groups

The Bank concentrates on eliminating connections with
anti-social groups by continuously gathering and accu-
mulating information concerning these organizations and
conducting preliminary reviews based on this information
before starting new business transactions. Also, among
other steps since January 2010, we have asked custom-
ers applying to open accounts to sign an affidavit stat-
ing they are not associated with anti-social forces, have
included rules and other clauses that provide explicitly
for the exclusion of organized crime groups, and have
enabled account application rejection and account clo-
sure for customers associated with anti-social forces. In
addition, the Bank conducts regular training for officers
and employees to ensure they respond appropriately,
and as an organization, to wrongful demands and other
events in accordance with internal rules and regulations.
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AsofJduly 1, 2012

[ Directors

AN—r/

Chairman and
Representative Director

Takashi Anzai

Director, Vice Chairman,
Executive Officer
Masatoshi Wakasugi
In charge of:

Human Resources Division

President and
Representative Director
Kensuke Futagoishi
In charge of:

Internal Audit Division

Director, Managing
Executive Officer,
General Manager of
Planning Division
Yasuaki Funatake
In charge of:

Planning Division, General

Affairs Division, Business
Transformation Division

‘bd

Director, Executive Officer,

General Manager of
System Development Division

Kazuhiko Ishiguro

In charge of:

System Development Division,
ATM Solution Division,
Product Development and
Promotion Division

Director, Executive Officer

Taku Oizumi

In charge of:
Research Division,
Treasury Division,
Strategic Business
Development Division

Outside Director
Yoji Ohashi

ﬂ Statutory Auditors H

Statutory Auditor
Toshiaki lkeda

Outside Statutory Auditor
Masaharu Hino

ﬂ Executive Officers

A—/

Managing Executive Officer

Tsutomu Yamazaki
In charge of:

Customer Service Division, ATM Administration Division,

Business Promotion Division

Executive Officer, General Manager of Operations Division

Yoshiaki Nakajima
In charge of:

Outside Director
Toshikazu Tamura

Outside Director
Yuko Miyazaki

Outside Statutory Auditor

Tetsuya Katada

Outside Director
Tadahiko Ujiie

Outside Statutory Auditor
Naomi Ushio

Executive Officer, General Manager of Risk Management Division

Nobuyoshi Motegi

In charge of:

Risk Management Division, Financial Crime Prevention Division

Executive Officer, General Manager of Business Promotion Division
Tomofumi Oguchi

Executive Officer, General Manager of Product Development and Promotion Division

Operations Division

Executive Officer, General Manager of Human Resources Division
Shinichi Hayashi

Executive Officer, General Manager of ATM Solution Division
Masaaki Matsuhashi

Hisanao Kawada

Notes: 1. Takashi Anzai and Kensuke Futagoishi concurrently act as executive officers.
2. Mr. Yoji Ohashi, Mr. Toshikazu Tamura, Mr. Masaharu Hino, Mr. Tetsuya
Katada, and Ms. Naomi Ushio have been notified as independent executives

to the Tokyo Stock Exchange.
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Seven Bank’s Basic CSR Policy

Seven Bank defines corporate social responsibility (CSR)
as “the primary obligation to be fulfilled to co-exist with
the environment and society from which the Bank derives
its customer and social support.” To continue to pursue
and further develop its business operations, Seven Bank
is fully aware that its CSR activities are indispensable. To
fulfill its responsibilities, the Bank has established a basic
policy of conducting effective and continuous CSR initia-
tives based on its Corporate Principles, Management
Policy and Charter of Ethics.

In addition, in promoting CSR, Seven Bank aims to
enhance its CSR activities to meet the demands of the
international community, with reference to the ISO 26000
international guidelines for social responsibility.

Conducting CSR Activities from

Six Standpoints

To conduct ongoing and effective CSR activities, Seven
Bank has established the following six standpoints for
the implementation of CSR activities, under its Basic CSR
Policy.

1. How do the Bank’s business activities contribute
to society’s economic well-being?

2. Is the Bank sufficiently attentive to the natural
environment, and does it make sufficient efforts to
address environmental problems?

3. What responsibility does the Bank bear for its
products and services toward its customers, and
to what extent are these responsibilities fulfilled?

4. Does the Bank maintain a safe and comfortable
working environment and respect the human
rights of its employees and the employees of its
business partners?

5. Does the Bank work closely with society as a
good corporate citizen and actively undertake
activities that contribute to society?

6. Does the Bank maintain a policy that strongly
opposes anti-social groups?
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Overview of Seven Bank’s CSR Activities

Core Subjects of
1SO 26000

Seven Bank Initiatives

Organizational
governance

e Corporate governance
® Risk management

Human rights

® Ensuring equal opportunity and

diversity in employment
e Compliance

Labor practices

® Helping employees to achieve

good work-life balance

® Ensuring diversity

e Establishing education and
training programs

The environment

® Reducing environmental impact

of ATM services

® Environmental protection through

employee participation

Fair operating
practices

e Cooperating with partner
companies
e Compliance

Consumer issues

e Stable operation of the ATM
system network

® Providing safe and secure
services

e Considering the diversity of
customers

® Dialogue with customers

Community
involvement and
development

e Communication with society

-~

CSR activities.

Visit the Seven Bank website for more information on its

http://www.sevenbank.co.jp/english/ir/csr/
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Eleven-Year Summary of Selected Financial Data J

Seven Bank, Ltd. Years ended March 31

2012 2011 2010 2009
For the year:

Total income ¥ 88,318 ¥ 84,022 ¥ 88,830 ¥ 89,842
Fees and commissions income 87,711 83,644 88,350 88,741
Fees and commissions expenses 10,705 10,011 9,691 9,183

Income before income taxes 29,300 26,999 30,306 28,736

Net income 17,267 16,008 17,953 16,988

EBITDA 41,912 39,052 43,253 44,153

Depreciation of fixed assets 12,355 11,603 12,846 15,402

At year-end:

Total assets ¥652,956 ¥600,061 ¥502,782 ¥493,360

Deposits 372,271 333,382 219,008 229,311

Total liabilities 527,326 485,522 392,843 394,966

Total net assets 125,629 114,539 109,939 98,393

Per share data (Note 5):

Net income ¥ 1449 ¥ 13.19 ¥ 1471 ¥ 13.92

Net assets 105.30 96.05 90.03 80.61

Dividends (Note 6) 6.20 5.20 5.20 4.90

Management indicators:

EBITDA margin (%) 47.45 46.51 48.69 49.15

Return on equity (ROE) (%) 13.50 13.28 16.11 16.94

Return on assets (ROA) (%) 4.55 4.66 5.49 5.13

Non-consolidated Tier 1 capital ratio

(Domestic standard) (%) 53.25 52.09 50.51 45.99

Return on ATM cash (%) 7.04 7.58 9.05 8.30

Overhead ratio (%) 60.97 61.73 60.35 62.99

Payout ratio (%) 42.7 39.3 35.3 35.1

ATM indicators:
Number of ATMs installed (ATMs) 16,632 15,363 14,601 13,803
Daily average transactions per ATM
(Transactions) 112.6 112.3 114.4 114.3
Total number of transactions
(Millions of transactions) 655 609 590 555

Notes: 1. Return on equity = net incomef/the daily average total shareholders’” equity

2. Return on assets = net operating profit (gyomu jun-eki)/the average of total assets

3. Return on ATM cash = (ATM-related fee income - interest expenses - ATM placement fees - general and administrative expenses)/daily average balance of cash and
due from banks

4. Overhead ratio = general and administrative expenses/gross operating profit (gyomu ararieki)

5. On December 1, 2011, the Company conducted a 1,000-for-1 stock split. Per share data for previous fiscal years have been restated to reflect the change.

6. The year-end dividend for the fiscal year ended March 31, 2012 included an extra 1 yen to commemorate the Company’s listing on the First Section of the
Tokyo Stock Exchange.



Millions of yen

2008 2007 2006 2005 2004 2003 2002
¥ 83,667 ¥ 75,427 ¥ 64,628 ¥ 47,967 ¥ 29,138 ¥ 11,591 ¥ 1,906
82,471 74,875 63,973 47,917 29,045 11,421 1,867
8,328 6,491 4,845 3,753 2,404 1,261 348
23,343 21,009 16,601 9,944 2,892 (8,176) (12,168)
13,830 12,667 10,590 10,843 5,027 (8,191) (12,181)
36,141 30,433 23,720 13,649 6,156 (5,556) (10,485)
11,491 5,412 4,311 3,574 3,121 2,617 1,683
¥488,137 ¥532,757 ¥361,338 ¥313,305 ¥259,676 ¥159,928 ¥127,472
219,138 275,136 196,880 189,776 187,442 115,908 75,489
399,162 458,907 294,257 256,797 214,013 119,269 78,639
88,974 73,849 — — — — —

Yen

¥ 11.80 ¥ 10.73 ¥ 8.68 ¥ 8.88 ¥ 412 ¥ — ¥ —
72.93 63.31 54.98 46.31 37.42 — —
4.20 5.00 — = — — —
43.19 40.34 36.71 28.45 21.14 — —
16.89 17.03 15.80 21.14 12.06 — =
4.75 5.59 5.74 3.55 1.48 — —
43.86 37.91 233.35 182.20 200.98 221.23 300.84
7.83 8.73 6.26 3.71 2.02 — —
65.63 62.40 67.12 76.34 88.13 181.46 832.14
35.5 46.5 — — — — —
13,032 12,088 11,484 9,981 7,804 5,250 3,657
109.0 97.8 88.2 76.6 67.5 46.8 24.9
498 418 342 257 158 72 14




Management’s Discussion and Analysis J

Seven Bank, Ltd. For fiscal 2011, ended March 31, 2012

Operating Results

Summary of Fiscal 2011

Although the Japanese economy remained flat due to the
downturn in the global economy and the impact of yen
appreciation, a gentle recovery is expected, supported by
economic growth in the emerging and resource nations and the
increase in demand related to earthquake recovery efforts. The
financial environment is becoming more relaxed, and there are
signs of increased demand for funding, particularly for operating
capital and corporate acquisition-related funding. The balance
sheets of financial institutions remain both sound and stable.

Amid this operating environment, the Bank recorded total
income of 88,318 million yen (up 5.1% year on year), and net
income of 17,267 million yen (up 7.8% year on year).

Both revenues and profits increased as total ATM transaction
levels continued to steadily rise due to the increase in our ATM
network and the increase in transactions at deposit-taking financial
institutions. In addition, the decline in nonbank transactions
coinciding with the full enforcement of the revised Money Lending
Business Act has started to bottom out.

Total Income and Net Income

(Millions of yen) (Millions of yen)

100,000 = 25,000
80,000 [~ —1 20,000
60,000 [~ —1 15,000
40,000 [~ —1 10,000
20,000 [~ -1 5,000

075008 2009 2010 2011 2012 °

(Years ended March 31)
H Total income (left scale)
Net income (right scale)

ATM Business

Seven Bank continued to add ATMs within and outside the Group
during fiscal 2011. In addition, we worked to increase our partner
financial institutions to enhance convenience for customers of
these financial institutions when they use our ATMs.

During fiscal 2011, we established new partnerships with
Shinhan Bank Japan (April 2011), THE FUKUOKA CHUO BANK,
LTD. (June 2011), The Bank of Nagasaki, Ltd. (September 2011),
The Kitakyushu Bank, Ltd. (October 2011) and Orix Bank
Corporation (March 2012) as well as three shinkin banks and three
credit cooperatives. As a result, we now partner with 105 banks,
265 shinkin banks, 132 credit cooperatives, 13 Labor Banks, the
JA Bank, the JF Marine Bank, the Shoko Chukin Bank, nine
securities companies, eight life insurance companies, and 42
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other financial institutions (Note 1). Thus, we have a total of 577
business partners (Note 2) as of March 31, 2012.

Within the Group, we have installed ATMs in areas with new
Seven-Eleven stores, for example Kagoshima Prefecture. We also
added ATMs to Seven-Eleven stores with high ATM usage rates
(1,100 stores had more than one ATM at the end of fiscal 2011).
As for operations outside the Group, approximately 140 ATMs
were installed in the main and branch offices of Daiwa Securities.
New ATMs were also installed in areas with high customer needs,
including commercial facilities such as Peacock Stores, train
stations, and expressway service areas.

Also, efforts were made for the quick recovery of ATM services
in the areas that were damaged by the earthquake. To this end, a
mobile ATM service was quickly introduced to help support the
lives of earthquake victims.

As a result of such initiatives, our ATM network reached 16,632
machines as of March 31, 2012 (up 8.2% from the end of March
2011). Moreover, daily average transactions per ATM were 112.6
(up 0.3 transactions year on year), and a total of 655 million
transactions were recorded (up 7.4% year on year).

Notes: 1. We had 43 other partner financial institutions at the end of March 2011.
The loss of one partner institution due to merger resulted in 42 partner
financial institutions at the end of March 2012.
2. JA Bank and JF Marine Bank are each counted as one institution.
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Financial Services Business

Seven Bank had 971,000 individual customer accounts at the end
of March 2012 (up 9.6% compared with the end of March 2011)
and 17,000 contract accounts for personal loan services (up
90.9% year on year). In response to the varied needs of
customers, in June 2011 the borrowing limit for our personal loan
service became adjustable from 100,000 yen to 300,000 yen or
500,000 yen for customers who fulfill certain conditions.

The international money transfer services we launched in
March 2011 using Internet banking and mobile banking were
made available from ATMs as well from July 2011. Approximately
one year after the start of these services, the number of contract
accounts has grown to approximately 10,000 and the number of
money transfers to approximately 32,000.

Outlook for Fiscal 2012

In fiscal 2012, we will continue to increase the number of ATMs
installed and work to develop new users. We forecast that the
number of ATMs installed will increase 6.4% year on year to
approximately 17,700, the total number of ATM transactions will
increase 6.5% to approximately 698 million, and average daily
transactions per ATM will decrease 0.7% to approximately 111.9.
We also expect that total income will increase due to steady
growth in the total number of ATM transactions.

Aiming to generate additional profit, we will work to broaden
the customer base in terms of segments for the international
money transfer services that we began offering in March 2011 by
enhancing sales activities, while developing new businesses that
fully utilize our existing know-how and infrastructure. In addition,
during fiscal 2012 we will move to increase customer convenience
by accelerating the phase-in of our third-generation ATMs, which
began in November 2010.

On the other hand, we forecast that total expenses will increase
year on year due to factors including increased depreciation
expenses resulting from the introduction of third-generation ATMs.

Despite the rise in total expenses, owing to our expectations
that growth in total income will exceed the rise in total expenses,
we are forecasting that net income will increase year on year.

For fiscal 2012, we forecast total income of 93,800 million yen (up
6.2% year on year) and net income of 18,700 million yen (up 8.2%).

Analysis of Financial Position

Assets

Total assets at the end of March 2012 were 652,956 million yen.
The maijority of this total comprised cash and due from banks
required for the operation of ATMs of 368,518 million yen. The
remainder mostly consisted of securities held as collateral for
domestic exchange settlements and Bank of Japan current
account overdraft transactions of 98,813 million yen and ATM-
related temporary payments to partner financial institutions of
123,554 million yen.
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Liabilities

Liabilities were 527,326 million yen. These largely comprised
deposits (including negotiable certificates of deposit) totaling
372,271 million yen. Of these, the outstanding balance of
individuals’ ordinary deposits was 125,510 million yen and the
balance of term deposits was 93,746 million yen.

Net Assets

Net assets were 125,629 million yen. Of these, other retained
earnings were 64,401 million yen and the non-consolidated Tier 1
capital ratio (domestic standard) was 53.25%.
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Cash Flows

Cash and cash equivalents decreased by 16,494 million yen
compared with the end of March 2011, to 368,518 million yen.
Cash flows in each category and the factors behind changes were
as follows:

Cash Flow from Operating Activities

Net cash provided by operating activities was 1,401 million yen.
Factors contributing cash, including income before income taxes
of 29,300 million yen, net change in negotiable certificates of
deposit of 20,000 million yen, net change in deposits of 18,888
million yen, and net change in call money of 16,200 million yen,
exceeded factors using cash that included net change in
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ATM-related temporary accounts of 41,067 million yen and
proceeds from issuance and maturity of ordinary bonds of 36,000
million yen.

Cash Flow from Investing Activities

Net cash used in investing activities was 11,703 million yen, as
factors that used cash including purchases of securities of
161,465 million yen and purchases of tangible fixed assets of
6,878 million yen exceeded factors that provided cash such as
proceeds from the maturity of securities of 161,500 million yen.

Cash Flow from Financing Activities
Net cash used in financing activities was 6,192 million yen, due to
factors including 6,192 million yen in dividends paid.

Cash Flow Highlights
Millions of yen

(Years ended March 31) 2012 2011 2010

Net cash provided by

operating activities 1,401 125,487 80,527
NeLcash usedi, (11703 (23,140 (10579
fvarang aetvites (6192)  (11526)  (6:405)
Cash and cash equivalents at 368,518 385,013 294,192

the end of the year

Basic Policy on Profit Distribution and Dividends

in Fiscal 2011 and Fiscal 2012

Seven Bank regards returning profits to shareholders as an
important management issue, and with the aim of providing a fair
return to shareholders, our basic policy is to strive to pay a
sustained and stable cash dividend while maintaining an
appropriate balance between dividend payments and internally
retaining a suitable level of earnings. Seven Bank targets a
minimum dividend payout ratio of 35% and maintains a basic
policy of paying dividends twice a year (interim and year-end
dividend payments).

For fiscal 2011, we paid an interim dividend of 2.60 yen (see
Note; adjusted for stock split) and a year-end dividend of 3.60 yen
(includes a 1.00 yen dividend commemorating our listing on the
First Section of the Tokyo Stock Exchange), resulting in an annual
dividend of 6.20 yen per share.

For fiscal 2012, we intend to pay an annual dividend of 6.50
yen (comprising an interim dividend of 3.25 yen and year-end
dividend of 3.25 yen).

Retained earnings will be allocated to provide working capital
for ATM operations and to fund capital investment. Retained
earnings will also be set aside for growth investments.

Note: The Company conducted a 1,000-for-1 stock split of its common shares
on December 1, 2011. The annual dividend was 2,603.60 yen per share if
calculated using an interim dividend of 2,600 yen per share that is
unadjusted for the split.
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Management Policies

(1) Basic Management Policies

Management Ethos

a. Seven Bank strives to be a trustworthy bank that accurately
meets its customers’ needs.

b. Every single staff member will swiftly adopt the benefits of
technological innovation and aim for self-improvement.

c¢. Seven Bank contributes to the stability and development of
Japan'’s financial system by offering a safe and efficient
transaction settlement infrastructure.

Basic Management Policy

Seven Bank is working to offer safe, accurate, and speedy
banking services deeply embedded in customers’ daily lives as
their “instant wallets.” We aim to achieve this by creating a network
of ATMs accessible 24 hours a day, 365 days a year, utilizing the
14,000-plus retail locations of Seven & i Holdings’-related
companies led by Seven-Eleven convenience stores.

Seven Bank operates under an ethos of co-existence and
co-prosperity by encouraging other financial institutions to make
use of its easily accessible ATMs, thereby enhancing customer
services and improving business efficiency.

Further, by proactively offering financial services sought by
customers of Seven & i Holdings and its affiliates, we are working
to attract a wider range of customers to Seven & i Holdings’ stores
more often, and we will continue to pursue synergies to enhance
Seven & i Holdings' profitability.

(2) Target Management Indicators

Seven Bank aims to maintain consistent, steady growth in net
income with the aim of maximizing corporate value over the
medium-to-long term. Other performance metrics that Seven Bank
focuses on include daily average transactions per ATM, return on
ATM cash (see Note below), and the overhead ratio.

Note: Return on ATM cash = (ATM-related fee income — interest expenses —
ATM placement fees — general and administrative expenses) + daily
average balance of cash and due from banks

(3) Medium-to-Long-Term Management Strategies

Initiatives to achieve sustained growth will include 1) further

strengthening the ATM business; 2) quickly generating earnings in

the financial services business; and 3) building new businesses.

We will work to enhance our earnings structure through these

initiatives.

1. In the ATM business, we will increase the number of partner
financial institutions and ATMs installed and work to raise usage
rates with emphasis on ATMs installed at non-Group locations.
Regarding increasing the number of partner financial
institutions, we aim to further raise convenience for customers
who use our ATMs by strengthening our approach to financial
institutions that are not yet partners. Regarding increasing the



number of ATMs installed, we will continue to steadily install
ATMs at Group locations while further increasing our proactive
efforts to install more ATMs at non-Group locations. To raise
ATM usage rates, we will carefully select non-Group installation
locations that we expect a large number of customers to use,
and we will carry out ATM usage promotion activities after
installation at Group and non-Group locations. In addition, we
will steadily phase in third-generation ATMs and work to
increase customer convenience and safety.

2. For the international money transfer services included in the
financial services business we have already initiated, we will
work to create and expand relationships with new kinds of
users. For personal loan services, we will work to increase
awareness of our services to promote the establishment of
additional personal loan service accounts.

3. Regarding other new businesses, we intend to cultivate new
business opportunities for which we can fully utilize our know-
how and infrastructure.

Risk Factors

1. Risk Relating to Our Business Strategy

(1) ATM business

Seven Bank substantially depends on the ATM business for its
revenues. The Bank is increasing the number and density of ATMs
installed, as well as enhancing security, to increase customers’
convenience and sense of security. However, changes that
threaten the ATM business model, such as those described
below, could affect the Bank’s results and financial position.

A) Increase in the use of non-cash payment methods
The number of ATM transactions is currently increasing.
However, the increase in the use of non-cash payment
methods, such as credit cards and electronic money, could
reduce the number of ATM transactions, which could affect the
Bank’s results.

B) Growing competition from other ATM networks
Seven Bank competes with companies installing ATMs at
convenience stores outside the Seven & i Holdings Group and
other locations. In addition, competition with partner financial
institutions that have ATM networks could increase if these
institutions actively expand their ATM networks.

Currently, total ATM transactions continue to increase. In the
future, however, increased competition with the Bank’s partner
financial institutions could cause such challenges as a
decrease in the number of users of the Bank’'s ATMs or a
decrease in ATM-related fee income, which could affect the
Bank’s results.

C) Changes in economic conditions
The level of ATM-related fee income that Seven Bank charges
its partners is judged by both parties to be reasonable.
However, there is no guarantee that the level will not change in
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the future. The level of the ATM-related fee income may
decline, or failure to agree on ATM-related fee income levels
may dissolve partnerships, which could affect the Bank’s
results and financial position.

D) Difficulty in securing ATM locations
Seven Bank has in a stable manner secured and expanded
locations for ATMs, centered on Seven & i Holdings Group
stores, and is expanding the installation of ATMs at commercial
facilities and other non-Group sites. In the future, however,
obstacles to maintaining or expanding ATM locations could
affect the Bank’s results.

E) Effect of amendment of the Money Lending Business Act
Results of the complete implementation of amendments of the
Money Lending Business Act (June 2010) include restrictions
on the total volume of lending. Factors associated with this act,
including future amendments, reinterpretations or additional
restrictions that substantially decrease the use of Seven Bank's
ATMs by the customers of partner money lending companies,
could cause a decline in ATM-related fee income and other
outcomes that could affect the Bank’s results.

F) Risk of higher interest rates
Seven Bank procures necessary cash for its ATM business
through deposits, loans, bonds, and other means. The cost of
this fund procurement is influenced by market interest rate
trends.

The Bank takes appropriate steps to minimize the impact of
interest rate fluctuations, such as procuring long-term funds at
fixed rates. However, substantial interest rate fluctuations could
cause an unanticipated rise in fund procurement costs, which
could affect the Bank'’s results and financial position.

(2) Financial services business

In addition to ordinary deposits and term deposits, Seven Bank
has begun offering card loans and international money transfer
services for individuals. However, there is no guarantee that these
services will successfully expand.

In addition, Seven Bank may offer new services or establish
other new businesses that it is not currently handling to expand
the financial services business, but cannot guarantee that they will
succeed. When expanding new businesses, the Bank may also
establish new subsidiaries and form capital alliances with other
corporations. Upon assuming leadership of a corporate group
created to develop business, the Bank could fail to provide
adequate group management because it has only operated as a
discrete corporation. This could affect the Bank’s results and
financial position.

2. Risk Management Systems

Through its Basic Policy on Risk Control, Seven Bank has
established Bank-wide risk management policies, policies for
specific risks, and a risk management organization and structure
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to appropriately recognize and manage all kinds of risks in its
operations. In addition, for appropriate risk management, the Bank
has established a Risk Management Committee as an advisory
body to the Executive Committee with respect to risk; the Risk
Management Division, which is responsible for supervising overall
Bank-wide risk management activities; and risk management
divisions for managing specific types of risk.

Seven Bank has thus constructed a sufficient framework for,
and is implementing, risk management as required. However,
failure to respond adequately to every risk could affect the Bank’s
results and financial position.

3. System Failure

Seven Bank has established “system risk management rules” to
articulate its fundamental policies related to system risk
management and by developing and operating its systems based
on the rules it is striving to realize efficient system development,
improved system quality, and stable system operations. In
addition, the Bank has adopted a system configuration that
employs two system centers that are always in operation,
redundant server network equipment, and 24x7x365 monitoring
operations, as well as the implementation of other system failure
countermeasures. In addition, in accordance with the importance
of files, programs, etc., the Bank performs data backups and has
taken measures for remote-location data storage in preparation for
unexpected situations.

However, it is impossible to completely eliminate the danger of
system function interruptions due to failure resulting from factors
including such natural disasters as large earthquakes and
typhoons, power outages, network failure, computer viruses, or
human error. Such interruptions could affect the Bank's results.

4. Deterioration in Relationships with
External Contractors

Seven Bank outsources key tasks, including ATM cash
replenishment, development and operation of various systems,
ATM security and management, and call center operations. In
addition, the Bank outsources cash card issuance and mail
delivery for new deposit accounts.

Relationships with these external contractors are currently
satisfactory. However, increasing fees resulting from deterioration
of their operating environments or difficulties in continuing to
provide services for any reason could affect the Bank's resullts.

5. Relationship with Seven & i Holdings Group
Overall, Seven Bank determines issues including business
strategy, personnel policy and capital policy autonomously after
independent consideration. However, the Bank operates its ATM
business by installing ATMs primarily in the stores of companies
that are part of the Seven & i Holdings Group, which is Seven
Bank’s parent company.

As of March 31, 2012, the relationship between Seven Bank
and the Seven & i Holdings Group was as follows.
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(1) Equity relationship

Seven Bank is a subsidiary of Seven & i Holdings Co., Ltd., which
is listed on the First Section of the Tokyo Stock Exchange. Seven &
i Holdings controls 45.81% of the voting rights of Seven Bank. The
Seven & i Holdings Group is expected to remain a major Seven
Bank shareholder, and the Bank cannot guarantee that the Seven
& i Holdings Group will not influence its policies and decisions.

(2) Personnel relationship
Seven Bank's Chairman and Representative Director, Takashi Anzai,
concurrently serves as a director of Seven & i Holdings Co., Ltd.

In addition, Seven Bank has a cooperative business relationship
with the Seven & i Holdings Group that involves personnel
exchanges.

(8) Transactional relationship

At the end of March 2012, Seven Bank had installed 15,605 ATMs
at Seven & i Holdings Group stores (including 15,129 ATMs at
Seven-Eleven stores, 300 ATMs at Ito-Yokado stores, and 176
ATMs at other Seven & i Holdings Group stores). In addition, the
Bank has installed 1,027 ATMs at locations other than Seven & i
Holdings Group stores.

Thus, 93.8% of the Bank’'s ATMs are installed at Seven & i
Holdings Group stores. Difficulties in keeping ATMs installed at
Group stores or a marked decrease in customers at Seven & i
Holdings Group stores could affect the Bank's results.

In addition, Seven Bank pays ATM installation fees to Seven & i
Holdings Group companies, but cannot guarantee that fee terms
will not change in the future. Major changes in fee terms could
affect the Bank’s results.

6. Response to Financial Crime

Seven Bank’s business consists primarily of the execution of non-
face-to-face transactions, mainly via ATMs. As such, the Bank
undertakes strict customer due diligence when customers apply
to open new accounts. In addition, the Bank monitors accounts to
prevent from being abused for financial crimes and focuses on
protecting customers. However, reputation damage and other
factors arising from a temporary failure to keep pace with rapid
and diverse changes in criminal techniques could affect the
Bank’s social standing or its results.

7. Litigation

To date, Seven Bank has not been involved in significant litigation.
In addition, with a focus on preventative measures, the Bank is
working to minimize litigation risk in consultation with attorneys who
specialize in this area. However, there is no guarantee that the
Bank will not be subject to litigation or disputes that affect its results
and financial position in the future, resulting from legal issues, such
as legal violations or inadequate contractual agreements.

8. Effects of Legal Amendments
Seven Bank operates its businesses in compliance with current
laws and regulations. However, the contents or effects of future



legal amendments are difficult to predict or control. Consequently,
there is no guarantee that in the future the Bank will be able to
continue executing its business plan under initial assumptions.

9. Regulations

Based on the regulations in Article 4, Paragraph 1 of the Banking
Act, Seven Bank has received a license to operate in the banking
business (Financial Supervisory Agency License Number 1812)
that enables it to take deposits, handle currency exchange, make
loans and conduct other relevant business. However, based on
the regulations in Article 4, Paragraph 4 of the Banking Act (Note),
the Company'’s banking license is subject to certain conditions.
Future new businesses such as foreign currency-denominated
accounts will require the approval of the commissioner of the
Financial Services Agency as the head of the supervisory authority.

Based on the progress in application for approval, Seven Bank
may not be able to develop new businesses as planned, which
could affect the Bank’s results.

In addition, regarding the banking business, Articles 26 and 27
of the Banking Act specify prerequisites for issues including
suspension of operations and license revocation, respectively. If
these prerequisites are applicable, the Bank may be legally
required to suspend its operations or its license may be revoked.

The Bank is currently aware of no reason for these measures to
be taken. However, future suspension of operations or license
revocation for any reason could obstruct the Bank’s business
activities and could materially affect the Bank'’s results.

Note: Article 4, Paragraph 4 of the Banking Act: When the Prime Minister deems
it necessary for the public interest based on consideration of the
regulations of the preceding two paragraphs, the Prime Minister may
attach conditions to the license of the first paragraph and modify the
license to the extent necessary.

10. Capital Adequacy Ratio

Seven Bank does not have sales bases overseas. Therefore,
Seven Bank must maintain a ratio of nonconsolidated net assets to
total assets above 4% according to the domestic standard
specified by “Criteria for Judging Whether A Financial Institution’s
Own Capital Is Sufficient in Light of the Assets Held, etc. under the
Provision of Article 14-2 of the Banking Law” (Notification Number
19 of 2006, the Financial Services Agency).

Currently, Seven Bank’s nonconsolidated capital adequacy
ratio substantially exceeds the relevant standard. However, the
Bank may be unable to meet its required capital adequacy
standard if various business or other risks specified by the relevant
provisions materialize or the regulations or other relevant items
change in the future.

11. Personal Information Leakage

Through its banking business, Seven Bank possesses a large
amount of customer information, including personal information.
As a business handling personal information as specified by the
Personal Information Protection Act, the Bank announces or
otherwise publicizes the purpose for using personal information,
safely administers personal information, duly considers requests
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for disclosure of personal information on file from the subject, and
ensures thorough awareness within the Bank to that effect as
stipulated by in-house personal information management
regulations. Furthermore, the Bank concludes memoranda with,
and conducts strict, thorough management of the handling of
personal information by, subcontractors. However, serious
damage to customers from large-scale information leakage may
result in orders or punitive measures from regulatory authorities,
claims for damages, and reputation damage. These and other
factors may affect the Bank’s results and financial position.

12. Reduced Liquidity due to Ratings Downgrade
Seven Bank currently has a long-term issuer rating of AA- with a
negative outlook and a short-term issuer rating of A-1+ from
Standard & Poor’s Ratings Services, and a Bank Fundamental
Strength Rating of B. The Bank also has an issuer rating of AA,
with a stable outlook, from Rating & Investment Information, Inc.

However, there is no guarantee that the Bank can maintain
these ratings in the future. A rating downgrade may affect the
Bank’s capital and fund procurement.

13. Securing Personnel
Securing the personnel required to continuously expand as a
bank centered on the ATM business, and to develop new
businesses, is an essential part of Seven Bank’s business strategy.
Seven Bank competes for personnel not only with other financial
institutions, but also with Internet service-related businesses,
systems-related businesses, and other entities. Consequently, an
inability to continually hire and retain required personnel may affect
the Bank’s performance and future development.

14. Reputation
Seven Bank has established Reputation Risk Rules that set the
range of reputation risks to be recognized as follows.

(1) Gossip and rumors among customers, in the markets, on

the Internet, in e-mail, etc. (hereafter “rumors”)

(2) Rumors caused by inaccurate or inadequate reporting by

mass media

(3) A negative public image caused by an inappropriate

response to accidents, such as system failure, personal
information leakage or operational error, or a fundamental
management problem

(4) Rumors related to financial institutions that are partners in

the ATM business, external contractors, or other partners

Seven Bank’s basic policy is to respond to these reputation
risks accurately and urgently, based on the facts. The Bank will
take care to prevent the generation of rumors that may damage it.
It also has a framework in place to minimize damage by
responding appropriately internally and externally in the event that
one of the above-noted risks materializes.

However, because Seven Bank has many business partners
and external contractors, it could become involved in various
difficulties even if it is not to blame, which has the potential to affect
the Bank’s reputation.
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Balance Sheets J

Seven Bank, Ltd.
As of March 31, 2012 and 2011

Millions of yen

2012 2011
Assets:
Cash and due from banks (Notes 2, 3,4 and 5).....ccccooviiiiiiiiiiii ¥368,518 ¥385,013
Call 1oans (NOE B)....viiiiiiiiiie e 23,000 10,000
Securities (NOtes 2,5, 6 aNA 7)...ooiiiiiiiiiiiiiciee e 98,813 99,978
Loans (NOtES 5 and 8)......cooeiiiiiiieieeee e 1,916 536
ACCIUE INCOMB ..o, 7,206 6,391
ATM-related temporary payments (Note 5)......ccccooiiiiiiiiiiis 123,554 67,465
Tangible fixed assets (Notes 2, 9and 32) ......cccocviviiiiiiiiiiii 10,954 9,393
Intangible fixed assets (Notes 2 and 10) ........cooovviieiiiiiieiiiieecee e 16,693 18,689
Deferred tax assets (Notes 2 and 24) ......c..ovveeiiiiiiiiiieeeeeeeceee e, 1,146 1,111
Other assets (Notes 2, 7, 11 and 16) ... 1,232 1,551
Allowance for credit 10SS€S (NOTE 2) .....ooiiiiiiiiiiiiii e (77) (71)
TOtaAl @SSO .o ¥652,956 ¥600,061
Liabilities:
Deposits (NOtes 5, 12 and 26) ....ooovvviiiiiiiieiiiee e ¥372,271 ¥333,382
Callmoney (NOtES 5 and 7)....cuvviiiiiiiieiiie e 19,000 2,800
Borrowed money (Notes 5, 13 and 28) ........coocviiiviiiiiiiiiiiice e, 24,000 20,000
Bonds (NoteS 5 and 14) ... 54,000 90,000
ATM-related temporary advances (Note 5)......ccccooiiiiiiiiiiiiii 42,578 27,557
Reserve for bonuses (NOtE 2) ......coovviiiiiiiiiiiiiecee e 315 325
Other liabilities (Notes 2, 15, 26 and 30)........ooiiieiiiiiiiiiieeeeeceeeeee e, 15,160 11,456
Total lADIES ..o 527,326 485,522
Net assets (Notes 2, 17 and 25):
COMMON STOCK ...t 30,505 30,503
Capital SUMPIUS ....ooiiiicec e 30,505 30,503
Legal earniNgs MESEIVE. ... ..oiiiiii i 0 0
Other retained earnings (Notes 2 and 33) .....cccoiviiiiiiiiiice e 64,401 53,326
TrEASUNY STOCK ... et (0) —
Total shareholders’ €QUILY .........cooiiiiiiiii e 125,413 114,333
Net unrealized gains (losses) on available-for-sale securities, net of taxes
(Note 6) (4) 5
Total valuation and translation adjustments...........cccccovvviiieiiiiiiin, (4) 51
Subscription rights to shares (Note 29)............ccccoviiiiiiiiiieeci e 220 154
TOtl NBT ASSELS ..o 125,629 114,539
Total liabilities and Net ASSEetS .. .covveiii e ¥652,956 ¥600,061

See accompanying notes.
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Statements of Income J

Seven Bank, Ltd.
For the years ended March 31, 2012 and 2011

Millions of yen

2012 2011

Income:

INtEIEST INCOMIE ... it ¥ 486 ¥ 179
Interest and dividends 0N SECUMEIES ........coooiiiiiiiiiii 247 68
Other iNterest INCOME .......oooiiiieee e 239 111

Fees and commissions income (NOte 18)..........ccovviviiiiiiieiiiiiiieeeee, 87,711 83,644

Other operating income (Note 20) ........cccvviiiiiiiiiiiiieceeee e 5 —

Other income (NOLE 22).......ooiiiiiii e 115 197
TO Al INCOMIE .. 88,318 84,022

Expenses:

INTEIEST EXPENSES ... 1,931 2,009
Interest on deposits (NOE 26).........coooiiiiiiiiiiiii e, 588 448
Interest oN Call MONEY .....o.vvviiiiie 21 23
Interest on borrowed MONBY ........cooiiiiiiiiiiie e 256 332
[INTErESt ON DONAS .o 1,064 1,204

Fees and commissions expenses (Notes 19 and 26) ...........cccccoevvieeene. 10,705 10,011

Other operating expenses (NOte 271)......ccccoeiiiiiiiiiiiie e — 12

General and administrative EXPENSES..........coovviiiiiiiiiiiiiiiieiieeeee e 46,075 44,321

Other expenses (NOE 23) ......cc.viiiiiiiiiiiiie e 305 667
TOtAl EXPENSES ...t 59,018 57,022

Income before iNCOME taXeS ......oovvviiiiiiiiii e 29,300 26,999
Income taxes (Notes 2 and 24)

U N e 12,029 10,927
DEFEITEA ..o 3 63
Total INCOME tAXES ..o 12,032 10,991
NELINCOME e an s ¥17,267 ¥16,008

Amounts per share of common stock (Notes 2, 25 and 31): .

en
2012 2011

NEE ASSEES. ... ¥ 105.30 ¥ 96.05

NEetINCOME ..o 14.49 13.19

Diluted NetiNCOME ... 14.48 13.19

Cash dividends applicable tothe year ... 2,603.60 5,200.00

See accompanying notes.
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Statements of Changes in Net Assets J

Seven Bank, Ltd.
For the years ended March 31, 2012 and 2011

Millions of yen

2012 2011
Shareholders’ equity
Common stock
Balance at the beginning of the fiscal year............cc.ccooiiiiiiii 30,503 ¥ 30,503
Changes in items during the period
Issuance of new shares ..............ccc.cco... 2 —
Net changes in items during the period .. 2 —
Balance at the end of the fiscal year............coccooiiiiiiii 30,505 ¥ 30,5083
Capital surplus
Legal capital surplus
Balance at the beginning of the fiscal year ............ccccooiiiiiiii 30,503 ¥ 30,503
Changes in items during the period
[SSUANCE Of NEW SNAIES ......viiiiiici e 2 —
Net changes in items during the period .... 2 —
Balance at the end of the fiscal year ... 30,505 ¥ 30,508
Other capital surplus
Balance at the beginning of the fiscal year ............ccccooiiiiiiiiiii — ¥ 1,239
Changes in items during the period
Disposal Of treasury STOCK.............c.coiiveioriiieeeeeeeeeeeee e — (1,239)
Net changes in items during the Period .............ccccooveveveeiieieieeee — (1,239)
Balance at the end of the fiscal year ... — ¥ —
Total capital surplus
Balance at the beginning of the fiscal year ............ccccooiiiiii 30,503 ¥ 31,742
Changes in items during the period
[SSUANCE Of NEW SNAIES .......iiiiiiiiiiie 2 —
Disposal Of treasury STOCK.............c.ooioveioriiieeeeee e — (1,239)
Net changes in items during the Period .............cccooveviveveisieeieeeeee 2 (1,239)
Balance at the end of the fiscal year ... 30,505 ¥ 30,508
Earned surplus (Note 2)
Legal earnings reserve
Balance at the beginning of the fiscal year ............ccccooiiiiiiiiiii 0 ¥ 0
Changes in items during the period
Provision of legal earnings reServe...........cccoviioiiiiiioii 0 —
Net changes in items during the period ............ccocvoiiiiiiii 0 —
Balance at the end of the fiscal year ..........ccoooiiiiiiii 0 ¥ 0
Other retained earnings
Retained earnings brought forward
Balance at the beginning of the fiscal year ............ccccooiiiiiii 53,326 ¥ 47,606
Changes in items during the period
Cash AIVIBNTS ........c.ovviiesieieceeecee e (6,192) (6,527)
Provision of legal earnings reSerVe............ccooovoveiceeeeeeeeeeeeeee (0) —
NETINCOMIE ... 17,267 16,008
Disposal Of treasury STOCK.............cooiiiiiiiiieice e — (8,760)
Net changes in items during the period ............cooviiiiiiiiiii 11,075 5,720
Balance at the end of the fiscal year ..o 64,401 ¥ 53,326
Total earned surplus
Balance at the beginning of the fiscal year ............cccccooiiiiii 53,326 ¥ 47,606
Changes in items during the period
Cash AIVIAENAS ... (6,192) (6,527)
Provision of legal earnings reServe............cocooviiiiiiiiiiiiceee — —
NEEINCOMIE ... 17,267 16,008
Disposal Of treasury STOCK.............c.oviiiiiiiiieiieiee e — (8,760)
Net changes in items during the period .............cccccoiiiiiiiiii, 11,075 5,720
Balance at the end of the fiscal year ..............ccoooiiiviiiiiii 64,401 ¥ 53,326
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Millions of yen

2012 2011
Treasury stock
Balance at the beginning of the fiscal year ... ¥ — ¥ —
Changes in items during the period
Purchase of treasury StOCK ...........cc.oovioiiiiiici e (0) (4,999)
Disposal of treasury StOCK...........occviiiiiiiiiiccc e — 4,999
Net changes in items during the Period .............c.ccocceveieiiieiecieeee (0) —
Balance at the end of the fiscal year ..............c.ccccoooiooiiceeceeeeeee, ¥ (0) ¥ —
Total shareholders’ equity
Balance at the beginning of the fiscal year............ccccoooviiiiiii ¥114,333 ¥109,851
Changes in items during the period
ISSUANCE Of NEW SNAIES .....viiiiiiiice e 5 —
CaSh AIVIAENAS ......cvvvii e (6,192) (6,527)
NET INCOMIE ... 17,267 16,008
Purchase of treasury StOCK ............ooviiiiiieieeeeeeee e (0) (4,999)
Disposal oOf treasury StOCK........cc.iiiiiiiiiiiiiicie e — —
Net changes in items during the period ..........c.coooiiiiiiiiii 11,080 4,481
Balance at the end of the fiscal year.............cccooiiiiiii ¥125,413 ¥114,333
Valuation and translation adjustments
Net unrealized gains (losses) on available-for-sale securities, net of taxes
Balance at the beginning of the fiscal year.............cccooiiiii, ¥ 51 ¥ (0)
Changes in items during the period
Net changes in items other than shareholders’ equity ...........cccoceiiiiiiiine (55) 52
Net changes in items during the period ..........cccooiiiiiiiiiiii (55) 52
Balance at the end of the fiscal year.............ccccooiiiiiiiiii e ¥ (4) ¥ 51
Total valuation and translation adjustments
Balance at the beginning of the fiscal year............ccccoiiiiiiiiii ¥ 51 ¥ ©)
Changes in items during the period
Net changes in items other than shareholders’ equity ...........cccoceiiiiiiiiin (55) 52
Net changes in items during the period ..........cccooiviiiiiiiiiii (55) 52
Balance at the end of the fiscal year............ccccooiiiiiiii ¥ (4) ¥ 51
Subscription rights to shares
Balance at the beginning of the fiscal year............ccocoiiiiii, ¥ 154 ¥ 88
Changes in items during the period
Net changes in items other than shareholders’ equity............ccocoviiiiiiiiiiin. 66 66
Net changes in items during the period............ccccooiiiiiiiiii 66 66
Balance at the end of the fiscal year ¥ 220 ¥ 154
Total net assets
Balance at the beginning of the fiscal year.............cccooiiii ¥114,539 ¥109,939
Changes in items during the period
ISSUANCE Of NEW SNAIES ......iiiiiiii i 5 —
CasSh AIVIAENAS ... (6,192) (6,527)
NI T aToTe ] a = T 17,267 16,008
Purchase of treasury StOCK...........cociiiiiiiiii e (0) (4,999)
Net changes in items other than shareholders’ equity............ccocooiiiiiiiiin. 10 118
Net changes in items during the period ..........cccoooviiiiiiiniiii 11,090 4,599
Balance at the end of the fiscal year.....................ccoiiii ¥125,629 ¥114,539

See accompanying notes.
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Statements of Cash Flows J

Seven Bank, Ltd.
For the years ended March 31, 2012 and 2011

Millions of yen

2012 2011
Cash flows from operating activities:
INComMe DEefore INCOME tAXES.......ooiiiiii e ¥ 29,300 ¥ 26,999
Adjustments to reconcile income before income taxes
to net cash provided by operating activities:
Depreciation Of fiXed @SSEIS ... ..viiiiiiiiiiiii e 12,355 11,603
Losses on impairment of fixed assets ........ccccovviiiiiiiii 111 —
Net change in allowance for credit I0SSES .......c.covviiiiiiiiiiice e 6 (57)
INEErEST INCOME ..o (486) (179)
[NEEIESE EXPENSES ..vviiiiiiiie e 1,931 2,009
Net losses on securities transactions — 137
Net losses on disposal of fixed assets 145 19
Net Change iNT0ANS.......ii i (1,380) (409)
Net change in AEPOSIES .....viiiiiiii e 18,888 103,984
Net change in negotiable certificates of deposit............coovviiiiiiii 20,000 10,390
Net change in borrowed MONEY .........oooiiiiiiiiiiie e 4,000 (11,000)
Net change in Call I0ANS ..ot (13,000) 10,000
Net change in Call MONEY ........oiiiiii e 16,200 (10,500)
Proceeds from issuance and maturity of ordinary bonds ...........ccccoocceiiiiine (36,000) —
Net change in ATM-related temporary aCCOUNES .......covveiiiiiiiiiiiiieiice (41,067) (3,920)
INEEIEST TECEIVEA ... 1,473 990
INEEIESE PAI. ... (1,939) (1,827)
Other — net 1,154 (202)
Subtotal........ 11,693 138,035
Income taxes paid (10,292) (12,547)
Net cash provided by operating activitieS...........ccoooviiiiiiiii 1,401 125,487
Cash flows from investing activities:
PUrchases Of SECUNTIES ... .vvvviiiieeeeeee e (161,465) (300,976)
Proceeds from sales Of SECUNLIES ........ccooiiiiiiiiiii — 12
Proceeds from maturity of SECUIMIES ....c.vviiiiiiiiiiiiic e 161,500 289,499
Increase in money held iNTrUSTE ... — (5,029)
Decrease in money held in truSt.......ooiiii — 5,029
Purchases of tangible fixed assets (6,878) (3,377)
Proceeds from sales of tangible fixed aSSets.........c.ccooviviiiiiiiiiiiii 0 —
Purchases of intangible fixed aSSEtS..........cocviiiiiiiiiiiic (4,859) (8,297)
Net cash used in investing actiVities ..........ccooceiiiiiiiiiiicc (11,703) (23,140)
Cash flows from financing activities:
Proceeds from exercise of Stock Options ..........ccooviiiiiiiiiiii 0 —
DIVIAENAS PI ..o (6,192) (6,527)
Purchase of treasury StOCK .........cciiiiiiiiiii e (0) (4,999)
Net cash used in financing activities ........c.covviiiiiiiiiiie e (6,192) (11,526)
Net change in cash and cash equivalents.................cccococciiiii (16,494) 90,820
Cash and cash equivalents at the beginning of the year.................cccoccoci. 385,013 294,192
Cash and cash equivalents at the end of the year (Note 3and 4) .......................... ¥ 368,518 ¥ 385,013

See accompanying notes.
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Notes to Financial Statements J

Seven Bank, Ltd.
As of and for the years ended March 31, 2012 and 2011

1. Basis of Presenting Financial Statements
(a) The accompanying financial statements of Seven Bank,
Ltd. (the “Bank”) have been prepared in accordance
with the provisions set forth in the Japanese Financial
Instruments and Exchange Law and its related
accounting regulations, and in conformity with
accounting principles and practices generally accepted
in Japan (“Japanese GAAP”), which are different in
certain respects as to application and disclosure
requirements from International Financial Reporting
Standards.

The accompanying financial statements have been
reclassified and translated into English (with some
expanded descriptions) from the financial statements of
the Bank prepared in accordance with Japanese GAAP
and filed with the appropriate Local Finance Bureau of
the Ministry of Finance as required by the Financial
Instruments and Exchange Law. Some supplementary
information included in the statutory Japanese language
financial statements, but not required for fair
presentation, is not presented in the accompanying
financial statements.

The Bank maintains its accounting records in Japanese
yen, the currency of the jurisdiction in which the Bank is
incorporated and operates. In preparing the
accompanying financial statements and notes thereto,
Japanese yen figures less than one million yen have
been rounded down to the nearest million yen, except
for per share data, in accordance with the Financial
Instruments and Exchange Law and Enforcement
Ordinance concerning the Banking Law of Japan.
Therefore, total or subtotal amounts shown in the
accompanying financial statements and notes thereto
are not necessarily equal to sums of individual amounts.
(c) The preparation of financial statements in conformity
with Japanese GAAP requires management to make
estimates and assumptions that affect the reported
amounts of assets and liabilities and disclosures of
contingent assets and liabilities at the balance sheet
date and the reported amounts of revenues and
expenses during the reporting period. Actual results
could differ from those estimates.

—
=)

2. Significant Accounting Policies

(a) Securities
Available-for-sale securities with available fair market
values are stated at their fiscal year-end fair market
values. Unrealized gains and losses on these securities
are reported, net of applicable income taxes, as a
separate component of net assets. Realized gains or
losses on sales of such securities are computed using
primarily the moving-average method. Available-for sale
securities whose fair value is extremely difficult to

observe are stated at cost using the moving-average
method.

(b) Cash and cash equivalents

-~

For the purpose of presenting the statements of cash
flows, cash and cash equivalents represent cash and
due from banks.

Tangible fixed assets (excluding leases)
Tangible fixed assets are generally stated at cost less
accumulated depreciation. Depreciation of tangible
fixed assets is mainly calculated by the declining-
balance method over the estimated useful lives of the
assets.

Estimated useful lives of major items as of March 31,
2012 are as follows:

Buildings: 6-18 years

ATMs: 5 years

Others:  2-20 years

(d) Intangible fixed assets (excluding leases)

Intangible fixed assets are amortized using the straight-
line method. Software for internal use is amortized over
its estimated useful life (five years).

Foreign currency translation

Assets and liabilities denominated in foreign currencies
are translated into Japanese yen mainly at the exchange
rate prevailing at the balance sheet date.

Allowance for credit losses
Allowance for credit losses is provided as detailed
below in accordance with the Bank’s internal standards
for write-offs and provisions.

The Bank classifies its obligors into five categories for
self-assessment purposes, namely, “normal obligors,”
“obligors requiring caution,” “bankruptcy risk obligors,”
“substantially bankrupt obligors,” and “bankrupt
obligors.”

For credits to those classified as normal obligors or
obligors requiring caution, the allowance for credit
losses is provided based on the Bank’s estimated rate of
credit losses.

For credits to obligors classified as bankruptcy risk
obligors, the allowance for credit losses is provided for
the amount deemed necessary, deducting the expected
amount recoverable through the disposal of collateral or
execution of guarantee.

For credits to obligors classified as substantially
bankrupt obligors or bankrupt obligors, the allowance
for credit losses is provided for the full amounts of such
credits, deducting the expected amount recoverable
through the disposal of collateral or execution of
guarantee.

The Bank’s Risk Management Office, which is
independent from the Bank’s other divisions, evaluates
all credits in accordance with its internal rules for self-
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assessment of assets, and its evaluations are audited by
the Internal Audit Division, which is independent from
the Bank’s other divisions and the Risk Management
Office. The allowance is provided based on the results
of these assessments.

Reserve for bonuses

The Bank records a reserve for bonuses for employees
in the amount of estimated bonuses attributed to the
relevant fiscal year.

Employees’ severance and retirement benefits

The Bank has contributory funded pension plans for its
employees, under which all eligible employees are
entitled to benefits based on the level of salaries at the
time of retirement or termination, length of service and
certain other factors.

The reserve for employees’ severance and retirement
benefits is provided for the payment of employees’
retirement benefits based on estimated amounts of the
actuarial retirement benefit obligation and the related
plan assets.

As the estimated amounts of the plan assets
exceeded those of the actuarial retirement benefit
obligation adjusted for unrecognized prior service cost
and unrecognized net actuarial difference, the excess
was presented as prepaid pension cost in the balance
sheets.

Unrecognized prior service cost is amortized using
the straight-line method over ten years within the
employees’ average remaining service period at
incurrence. Unrecognized net actuarial difference is
amortized using the straight-line method over ten years
within the employees’ average remaining service period,
commencing from the next fiscal year of incurrence.

Accounting for certain lease transactions

Finance leases that do not transfer ownership to lessees
and for which the lease term commenced prior to April
1, 2008 are accounted for in the same manner as
operating leases.

Derivative transactions and hedge accounting
The Bank uses derivative financial instruments to
manage its exposure to fluctuations in interest rates.

Interest rate swaps are utilized by the Bank to reduce
the risk of fluctuations in interest rates. The Bank does
not enter into derivatives transactions for trading or
speculative purposes.

Derivative financial instruments are classified and
accounted for as follows. All derivative transactions are
recognized as either assets or liabilities and measured
at fair values, and gains or losses on derivative
transactions are recognized in the statements of income.

Interest rate swaps which qualify for hedge
accounting and meet specific matching criteria are not
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re-measured at fair values, but the difference paid or
received under these swap agreements is recognized
as, and included in, interest expenses or income.

Income taxes

Income taxes consist of corporation, inhabitants and
enterprise taxes. The provision for income taxes is
computed based on the pretax income of the Bank with
certain adjustments required for tax purposes. The asset
and liability approach is used to recognize deferred tax
assets and liabilities for expected future tax
consequences of temporary differences between the
carrying amounts and the tax basis of assets and
liabilities.

Consumption taxes

National and local consumption taxes are accounted for
using the tax-excluded method.

(m)Amounts per share

Net assets per share is calculated by dividing net assets
by the number of shares of common stock outstanding
at the end of the fiscal year, excluding treasury stock.

Net income per share is calculated by dividing net
income attributable to shareholders by the weighted
average number of shares of common stock outstanding
during the fiscal year, excluding treasury stock.

Cash dividends per share represent the actual
amounts declared as applicable to the fiscal year.

(n) Appropriation of retained earnings

Cash dividends are recorded in the fiscal year when the
relevant proposed appropriation of retained earnings is
approved by the Board of Directors and for which
notification is given at a general meeting of shareholders.

(o) Application of new accounting standards

The Bank has adopted “Accounting Standard for
Accounting Changes and Error Corrections” (ASBJ
Statement No. 24, issued on December 4, 2009) and
“Guidance on Accounting Standard for Accounting
Changes and Error Corrections” (ASBJ Guidance No.
24, issued on December 4, 2009) for accounting
changes and corrections of prior period errors which are
made on and after the beginning of the fiscal year
ended March 31, 2012.

3. Cash and Cash Equivalents

Cash and cash equivalents in the statements of cash flows

for the years ended March 31, 2012 and 2011 consisted of

cash and due from banks of ¥368,518 million and ¥385,013
million on the balance sheets as of March 31, 2012 and
2011, respectively.



Notes to Financial Statements

4. Cash and Due from Banks

Cash and due from banks as of March 31, 2012 and 2011 consisted of the following:
Millions of yen

2012 2011
¥364,110 ¥367,611
4,408 17,401
¥368,518 ¥385,013

5. Financial Instruments

1) Disclosure on Financial Instruments

(1) Policy on Financial Instruments
The Bank has its basic policy for both fund procurement and investments, which is designed to keep volatility low and risks
minimized, and does not seek profits by aggressive risk taking.

The Bank procures necessary cash for working capital mainly for cash held in ATMs and capital expenditure for ATM-
and system-related infrastructure. We raise our base capital taking into account interest rate trends through deposits, long-
term borrowing, and bond issuance and use the call market to raise additional capital to cover the daily fluctuation of our
cash needs.

On the asset side, the Bank lends money to individuals with minimal lots. However, the main operation is in treasury and
securities as a limited end user. Investments are limited to securities with high creditworthiness and liquidity, such as
Japanese government bonds, deposits placed at highly rated partner financial institutions, and lending of funds in the call-
money market. The Bank does not invest in high risk derivatives and other instruments.

(2) Types of and Risks Associated with Financial Instruments
Cash for the operation of the ATM business accounts for most of the financial instruments the Bank holds. We provide
unutilized capital to call loan lending and are subject to credit risk of the borrowers. Securities consist of Japanese
government bonds, Japanese municipal bonds, and stocks, all of which are classified as being held as available-for-sale
securities. These securities are subject to issuers’ credit risks, interest rate risk, and market (price) risk. Loans are those for
individual customers (revolving card loans), which are subject to credit risk of the borrowers. However, the risk is limited,
because guarantees are attached to the entire loan amounts.

The Bank conducts banking business and its deposits and negotiable certificates of deposit that account for most of its
financial liabilities are subject to interest rate risk. It also uses the call market to raise short-term additional capital and is
subject to liquidity risk that it cannot raise necessary capital when needed.

Borrowed money and bonds also entail liquidity risk in that the Bank cannot make necessary payments upon the due
dates under certain circumstances where the Bank cannot access the capital market. Additionally, the borrowed money
bears floating rate interest payments and is subject to interest rate risk, which, however, is hedged by the use of interest
rate swaps.

(3) Risk Management Relating to Financial Instruments

(A) Credit Risk Management
Basic policies related to credit risk are governed by the Basic Policy on Risk Control and by the Credit Risk Rules
established thereunder. Currently, the Bank has low credit risk exposures in the limited areas of the ATM settlement
operation, ALM management-related interbank deposits placed at highly rated partner financial institutions, pouring money
in the call-money market, and temporary ATM payment amounts due. In addition, the Bank performs self-assessment of
asset quality as appropriate and sets an allowance for credit losses in accordance with its self-assessment guidelines,
reserve guidelines, and related internal rules and regulations.

Credit risks related to issuers of securities and counterparty risks of derivative transactions are managed by the Risk

Management Division by periodically collecting updated credit information and fair values of the instruments.

(B) Market Risk Management
Basic policies related to market risk are governed by the Basic Policy on Risk Control and by the Market Risk Rules
established thereunder. The Market Risk Rules establish limits on the maximum level of funds at risk, market position limits
and loss allowance limits. The Risk Management Division measures and monitors market risk on a daily basis in light of
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these limits and reports the results to management including the Executive Committee. Risk management operations are
also based on decisions at the monthly ALM Committee meeting where the Bank’s market risk position and expected
trends in interest rates and other matters are reported.
Quantitative Information related to Market Risk

Major market risk for the Bank is interest rate risk. The Bank measures the market risk using Value at Risk (VaR) for the
overall assets and liabilities of the Bank. The Bank has adopted the variance-covariance method and calculates VaR with
reference to data from the past 1 year to a 99.9% confidence level assuming a 125 days holding period. As of March 31,
2012, the Bank’s market risk quantity (maximum potential loss) is ¥990 million in the aggregate. In addition, given the
characteristics of the Bank’s business, in measuring the market risk, the Bank has recognized the interest period for cash
assets and regarded cash assets as five-year zero-coupon bonds (average duration of about 2.5 years). The Bank
regularly performs back-testing to compare the VaR calculated by its internal model against actual profit and loss.
However, as VaR measures the amount of market risk under certain probabilities statically calculated based on past
movement volatility, it may underestimate the probability of extreme market movements and, may in some instances, not
properly capture those risks.

(C) Management of Liquidity Risk
Basic policies related to liquidity risk are governed by the Basic Policy on Risk Control and by the Liquidity Risk Rules
established thereunder. The Liquidity Risk Rules establish limits regarding the cash gaps arising from differences between
the duration of invested funds and those procured to meet current cash needs.

The Risk Management Division measures and monitors liquidity risk on a daily basis in light of these limits and reports
the results to management, including the Executive Committee. In the event of a cash shortage, according to the measures
corresponding to each scenario, which are designed prior to those events, companywide actions are taken to secure the
liquidity in a fast and flexible manner. Hence, there shall be no concern on liquidity risk.

(4) Supplementary Explanation on Fair Value of Financial Instruments
The fair value of financial instruments includes, in addition to the value determined based on the market price, a valuation
calculated on a reasonable basis in the event where no market price is available. Certain assumptions are used for the
calculation of such values. Accordingly, the results of such calculation may vary if different assumptions are employed.

2) Fair Value of Financial Instruments
The following table summarizes the amount stated in the balance sheet and the fair value of financial instruments as of
March 31, 2012 and 2011 together with their differences. Note that the following table does not include unlisted equity
securities for which fair value is extremely difficult to determine (see Note 2).

March 31, 2012 Millions of yen
Carrying amount Fair value Difference
(1) Cash and due from DaNKS () ......cooiiiiiiii e ¥368,516 ¥368,516 ¥ —
(2) Call 08NS (%) 1. 22,950 22,950 —
(8) Securities
Available-for-sale SeCUrties. ..ot 96,669 96,669 —
(B) LOGNS ...t 1,916
)
1,916 1,916 —
(5) ATM-related temporary Payments (¥) ...c.ooooeoriiiieee e 123,550 123,550 —
TOMAl @SSEIS ... ¥613,602 ¥613,602 ¥ —
(1) DEPOSIES et ¥331,581 ¥332,404 ¥ 823
(2) Negotiable certificates of AEPOSIt.......cc.oiiiiiiiiiiii 40,690 40,690 —
(B) Call MNONEY .t 19,000 19,000 —
(4) BOrrOWEA MONBY ..ot 24,000 24,350 350
(B) BONGS ...t 54,000 54,920 920
(6) ATM-related temporary advances.... 42,578 42,578 —
Total HADIIHIES ..vviii e ¥511,850 ¥513,944 ¥2,094
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March 31, 2011 Millions of yen
Carrying amount Fair value Difference

(1) Cash and due from banks (*) ¥385,000 ¥385,000 ¥ —
(2) Call TOANS (¥) 1.t 9,969 9,969 —
(8) Securities
Available-for-sale SECUNIES........ccviiiiiiiiii 97,834 97,834 —
(B) LOANS ..o 536
Allowance for credit 10SSes (¥).......ccooiiiiiiiiiiiiiee (0)
536 536 —
(5) ATM-related temporary payments (¥) ........ccooiiiiiiiiiii 67,463 67,463 —
TOAI @SSEES . ¥560,803 ¥560,803 ¥ o —
(1) DBIPOSIES ..ttt ¥312,692 ¥313,173 ¥ 480
(2) Negotiable certificates of depoSit...........coooviiiiiiiiiiii 20,690 20,688 @)
(B) Call MNONEY e 2,800 2,800 —
(4) BOITOWEA MOMNEY ...ttt 20,000 20,248 248
(B) BONGS ...t 90,000 91,508 1,508
(6) ATM-related temporary adVanCes ..........coooviiiiiiiiiiaiieee e 27,557 27,557 —
Total 1abIlItIes ... ¥473,740 ¥475,977 ¥2,236

(*) Allowance for credit losses corresponding to loans is deducted. However, with respect to items other than loans, the amounts stated in the balance sheet
are ones for which allowances are deducted directly since the amounts of allowance for credit losses corresponding to these items are not material.

(Note 1) Method used for determining the fair value of financial instruments

Assets

(1) Cash and due from banks

For deposits without maturity, the carrying amount is presented as the fair value, for the fair value approximates such carrying
amount. There is no deposit with maturity.

(2) Call loans

The majority of transactions have short contractual terms (less than one year). Thus, the carrying amount is presented as the
fair value, for the fair value approximates such carrying amount.

(3) Securities

The fair value of bonds is determined based on the price quoted by the exchange or the financial institutions from which they
are purchased.

See “6. Securities” for notes on securities by categories based on purposes of holding the securities.

(4) Loans

For loans with variable interest rates, the carrying amount is presented as the fair value, for the loans reflect market rates in a
timely manner and the fair value approximates such carrying amount, unless the creditworthiness of the borrower has changed
significantly since the loan origination. There is no loan with fixed interest rate.

For receivables from bankrupt, substantially bankrupt, and bankruptcy risk obligors, credit loss is estimated based on
factors such as the present value of expected future cash flow or the expected amount to be collected from collaterals and
guarantees. Since the fair value of these items approximates the carrying amount net of the currently expected credit loss
amount, such carrying amount is presented as the fair value.

(5) ATM-related temporary payments
The remaining terms of the payments are short-term (less than one year). Thus, the carrying amount is presented as the fair
value, for the fair value approximates such carrying amount.

Liabilities

(1) Deposits and (2) Negotiable certificates of deposit

For demand deposits, the amount payable on demand as of the balance sheets date (i.e., the carrying amount) is considered
to be the fair value. Fixed rate time deposits are grouped by certain maturity lengths. The fair value of such deposits is the
present value discounted by expected future cash flow. The discount rate used is the interest rate that would be applied to
newly accepted deposits. For deposits with maturity of less than a year, the carrying amount is presented as the fair value, for
the fair value approximates such carrying amount.
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(3) Call money
The majority of transactions have short contractual terms (less than one year). Thus, the carrying amount is presented as the
fair value, for the fair value approximates such carrying amount.
(4) Borrowed money
For borrowed money with fixed interest rates, the fair value is calculated as the present value of expected future cash flows
from these borrowings (for the borrowings qualifying for special hedge accounting treatment of interest rate swaps under
JGAAP, expected future cash flow based on the interest rate swap rate), grouped by certain maturity lengths, which is
discounted at an interest rate generally applicable to similar borrowings reflecting premiums applicable to us.

For the borrowed money with maturity of less than a year, the carrying amount is presented as the fair value, for the fair
value approximates such carrying amount. There is no floating rate borrowing.
(5) Bonds
The fair value of corporate bonds issued by the Bank is determined based on the market prices.
(6) ATM-related temporary advances
The remaining terms of the payments are short-term (less than one year). Thus, the carrying amount is presented as the fair
value, for the fair value approximates such carrying amount.

(Note 2) The following table summarizes financial instruments whose fair value is extremely difficult to estimate. These securities are not included in the
amount presented under the line item “(3) Securities” in the table summarizing fair value of financial instruments.
Millions of yen

Category 2012 2011
Unlisted equity SECUIIES *.....c..oiiii e ¥2.144 ¥2.144
TOMAN e ¥2,144 ¥2,144

* Unlisted equity securities do not have market prices to quote. Since it is extremely difficult to estimate the fair value of these securities, their fair value is
not included in the scope of fair value disclosure.

(Note 3) Redemption schedule of monetary claims and securities with maturities.

March 31, 2012 Millions of yen
Within one Ovbelz t?ﬁhﬁar Oyéz:sthtﬁte 3(/?svaerrs fg/uet %\éez:r:et;/uetn Over ten
year three years within five  within seven within ten years
years years years

Due from banks *' .. ... ¥ 4,408 ¥— ¥ ¥— ¥ ¥

Call l0aNS......cooiiiiii i 23,000 — — — — —

Securities:

Available-for-sale securities with maturity ............... 96,500 — — — — —
Japanese government bonds.............ccceeeeeeen 96,500 — — — — —

L0aNS ™2 1,913 — — — — —

ATM-related temporary payments..........c.ccccveeeennenns 123,554 — — — — —

TOtal. oo ¥249,376 ¥— ¥— ¥— ¥— ¥—

March 31, 2011 Millions of yen

o Over one year Over three Over five Over seven
Within one but within years but years but years but Over ten
year three years within five  within seven within ten years
years years years

Due from banks *' ... ... ¥ 17,401 ¥— ¥— ¥— ¥ — ¥—

Call loaNS.....ccoiiiiiic e 10,000 — — — — —

Securities:

Available-for-sale securities with maturity ............... 97,200 — — — — —
Japanese government bonds.............cccceeeei 95,000 — — — — —
BONAS 2,200 — — — — —

LOANS *2 ... e 535 — — — — —

ATM-related temporary payments............c..c.ccouv.... 67,465 — — — — —

TOtaAl. ..o ¥192,602 ¥— ¥— ¥— ¥— ¥—

Notes: *1 Due from banks with no maturities are included in the “Within one year” category.

*2 For the loans, ¥3 million and ¥0 million as of March 31, 2012 and 2011 are excluded for loans that are not expected to be collected, which are
for the debtors who are bankrupt, substantially bankrupt, and bankruptcy risk obligors. In addition, loans are disclosed as “Within one year.”
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(Note 4) Repayment schedule of bonds payable,

March 31, 2012

Notes to Financial Statements

borrowed money, and other interest bearing debt

Millions of yen

o Over three Over five Over seven
Within one ver on.e year years but years but years but Over ten
but within e e -
year within five  within seven within ten years
three years
years years years
DEPOSIES * ..o ¥268,247 ¥33,674 ¥29,658 ¥— ¥— ¥—
Negotiable certificates of deposit ............c.cceeveenen. 40,690 — — — — —
Call MONBY. ...t 19,000 — — — —
Borrowed money ........ccccooviiiiiiii — 18,000 6,000 — — —
BONAS ..o 10,000 44,000 — — — —
ATM-related temporary advances............c..c.ccve.... 42,578 — — — — —
TOtAl ¥380,516 ¥95,674 ¥35,658 ¥— ¥— ¥—
March 31, 2011 Millions of yen
Over one vear Over three Over five Over seven
Within one Vb i 'th)'/ years but years but years but Over ten
year utwithin within five  within seven within ten years
three years
years years years

DEPOSIES * ..o ¥257,087 ¥29,064 ¥26,540 ¥ — ¥— ¥—
Negotiable certificates of deposit .............ccccceeeiie 20,390 300 — — — —
Call MONEY......coiiiiiiiecec e 2,800 — — — — —
BOrrowed money .........cocovviiiiiiiii — 13,000 6,000 1,000 — —
BONAS ..o 36,000 34,000 20,000 — — —
ATM-related temporary advances..................co....... 27,557 — — — —
TOtAl. e ¥343,834 ¥76,364 ¥52,540 ¥1,000 ¥— ¥—

* Demand deposits are included in the “Within one year” category.

6. Securities

(1) The following tables summarize acquisition cost and carrying amount of securities with available fair values as of March 31,

2012 and 2011:
Available-for-sale securities:

Securities with higher balances than acquisition costs

March 31, 2012

Millions of yen

Acquisition

Carrying

cost amount Difference
Bonds:
¥48,609 ¥48,619 ¥10
¥48,609 ¥48,619 ¥10
March 31, 2011 Millions of yen
Acqclgz‘f"’” ‘;an‘; v Difference
Bonds:
Japanese government bonds ¥85,541 ¥85,633 ¥91
Japanese corporate bonds......... — — —
O ¥85,541 ¥85,633 ¥91
Securities with the same or lower balances than acquisition costs
March 31, 2012 Millions of yen
AC“C“;Z“O” ‘;":mr i Difference
Bonds:
¥48,067 ¥48,049 ¥(17
¥48,067 ¥48,049 ¥(17
¥96,676 ¥96,669 ¥ (7)
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March 31, 2011 Millions of yen

Acquisition Carrying Difference
cost amount
Bonds:
Japanese governmMent DONAS. ..........oiiiiiiiii e ¥ 9,998 ¥ 9,997 ¥(1)
Japanese corporate DONAS .........iiiiiiiiei e 2,206 2,203 (3)
o] = PP U PR PPRSPRRPR ¥12,205 ¥12,200 ¥ (4)
Grand tOtaAL ... ¥97,747 ¥97,834 ¥86

Note: Unlisted equity securities do not have market prices to quote. Since it is extremely difficult to estimate the fair value of these securities, they are not
included in the above tables.

(2) Net unrealized gains (losses) on available-for-sale securities on the balance sheets are as follows:

March 31, 2012 and 2011 Millions of yen
2012 2011
Unrealized gains (losses):
On available-for-sale SECUrties ..........cooviiiiiiiiii ¥(7) ¥ 86
Deferred tax asset (liability).........cooiiiiiiiiiiiie e 2 (35)
Net unrealized gains (losses) on available-for-sale securities, net of taxes ........... ¥(4) ¥ 51

7. Assets Pledged

Available-for-sale securities of ¥1,800 million and ¥2,922 million were pledged as collateral for ¥1,700 million and ¥2,800
million of call money as of March 31, 2012 and 2011, respectively. Additionally, available-for-sale securities were pledged as
collateral for exchange settlements and overdraft transactions with the Bank of Japan. The securities amounted to ¥94,868
million and ¥94,912 million as of March 31, 2012 and 2011, respectively.

Other assets include guarantee deposits of ¥782 million and ¥797 million as of March 31, 2012 and 2011, respectively.

8. Loans

Loans to bankrupt borrowers and delinquent loans were ¥0 million and ¥3 million, respectively, as of March 31, 2012, and ¥0
million and ¥0 million, respectively, as of March 31, 2011.

Loans to bankrupt borrowers are non-accrual loans, after write-off, to borrowers who are legally bankrupt as defined in
Article 96 (1) (iii) and (iv) of the Corporation Tax Act Enforcement Ordinance (Article 97 of 1965 Cabinet Order), for which
interest is not recognized as there is substantial doubt on collectability because they are past due for a considerable period.

Delinquent loans are non-accrual loans other than (i) loans to bankrupt borrowers and (ii) loans of which payments of
interest are deferred in order to assist or facilitate the restructuring of borrowers in financial difficulties.

There were no loans past due three months or more as of March 31, 2012 and 2011. Loans past due three months or more
are loans on which the payment of principal and/or interest is past due for three months or more from the due date, and which
are not included in loans to bankrupt borrowers or delinquent loans.

The renegotiated loans were ¥0 million and ¥1 million as of March 31, 2012 and 2011, respectively. Those loans are ones
on which terms and conditions have been amended in favor of borrowers, in order to facilitate or assist the borrowers’
restructuring by reducing the rate of interest, by providing a grace period for the payment of principal or interest or by debt
forgiveness, and are not classified in any of the above categories.

The totals of loans to bankrupt borrowers, delinquent loans, loans past due three months or more, and restructured loans
were ¥3 million and ¥2 million as of March 31, 2012 and 2011, respectively. The amounts above are before deduction of
allowance for credit losses.

Overdraft facilities are contracts under which the Bank lends money to customers in good standing upon request up to the
contracted limit. Unused overdraft facilities amounted to ¥1,204 million and ¥387 million as of March 31, 2012 and 2011,
respectively. Unused overdraft facilities for contracts with a term of less than one year also amounted to ¥1,204 million and
¥387 million as of March 31, 2012 and 2011, respectively.

9. Tangible Fixed Assets

Tangible fixed assets as of March 31, 2012 and 2011 consisted of the following:
Millions of yen

2012 2011
BUIAINGS. e ¥ 803 ¥ 870
ATIMS L 8,807 7,067
OB e 1,343 1,456
OB e ¥10,954 ¥9,393
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10. Intangible Fixed Assets
Intangible fixed assets as of March 31, 2012 and 2011 consisted of the following:

Notes to Financial Statements

Millions of yen

2012 2011
SOMWATIE. ... ¥15,944 ¥17,473
738 1,204
9 11
TOMAL ... ¥16,693 ¥18,689
11. Other Assets
Other assets as of March 31, 2012 and 2011 consisted of the following:
Millions of yen
2012 2011
¥ 406 ¥ 441
0 36
824 1,074
¥1,232 ¥1,551
12. Deposits
Deposits as of March 31, 2012 and 2011 consisted of the following:
Millions of yen
2012 2011
Ordinary deposits ¥196,290 ¥171,873
Time deposits................. 134,949 140,604
Other deposits *1.......cociiiiii, 341 214
Negotiable certificates of deposit 40,690 20,690
O ¥372,271 ¥333,382
Note: *1 Other deposits are specified deposits.
13. Borrowed Money
Borrowed money as of March 31, 2012 and 2011 consisted of the following:
Millions of yen
2012 2011
Borrowed money from banks and insurance companies ................cccccoeceeeieann... ¥24,000 ¥20,000

The weighted average interest rate applicable to the balance of total borrowed money as of March 31, 2012 and 2011 was

1.14% and 1.25%, respectively.

The repayment schedule on borrowed money as of March 31, 2012 and 2011 was as follows:

Millions of yen

2012 2011
WININ ONE YBAI ... it ¥ — ¥ —
Over one year but within two years.......... 13,000 —
Over two years but within three years 5,000 13,000
Over three years but within four years 1,000 5,000
Over four years but within five years........ 5,000 1,000
OVE fIVE YEAIS ..ttt — 1,000
14. Bonds
Bonds as of March 31, 2012 and 2011 consisted of the following:
Millions of yen
2012 2011
Unsecured:
1.45% unsecured bonds due December 20, 2011 ... ¥ — ¥36,000
1.67% unsecured bonds due December 20, 2013, 24,000 24,000
0.74% unsecured bonds due June 20, 2012 10,000 10,000
1.03% unsecured bonds due June 20, 2014 20,000 20,000
TOMAL L ¥54,000 ¥90,000
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The repayment schedule on bonds as of March 31, 2012 and 2011 was as follows:
Millions of yen

2012 2011
WIhIN ONE YBAI ... it ¥10,000 ¥36,000
Over one year but Within tWO YEaIrS .........cocviiiiiiiiic e 24,000 10,000
Over two years but within three years . 20,000 24,000
Over three years but Within foUr YEars ..........ccccoovviiiiiiiic — 20,000

Over four years but within five Years ..o — —

15. Other Liabilities

Other liabilities as of March 31, 2012 and 2011 consisted of the following:
Millions of yen

2012 2011
INCOME tAaXES PAYADIE ......viiiiiiii e ¥ 6,755 ¥ 4,994
ACCIUEBA EXPENSES ...ttt e e et 4,822 3,952
UNEAIMNEA INCOME ... i 9 —
265 264
3,307 2,246
T O Al e ¥15,160 ¥11,456

16. Employees’ Severance and Retirement Benefits

The Bank has an employee pension plan which is a contributory funded defined benefit pension plan.
The reserve for severance and retirement benefits as of March 31, 2012 and 2011 consisted of the following:
Millions of yen

2012 2011
1. Projected benefit obligation .............cocoiiiiiiii e ¥(1,480) ¥(1,295)
2. Fair value of plan @SSEtS.......o..iiiiiiiiiiii e 973 840
3. Unaccrued projected benefits obligation (1+2)........ccovviiviiiiiiiiiiiiiiiicieee (507) (454)
4. Unrecognized actuarial difference 493 470
5. Unrecognized prior SErVICE COST.......ciiiuiiiiiiiiiiiiii e 15 20
6. Net amount recorded on the balance sheet (3+4+5) ......ccoiviiiiiiiiiiiiiie 0 36
7. Prepaid pension COSt .......ccc.coeiiriiiiiiiecieeeee 0 36
8. Reserve for severance and retirement benefits (6-7)........cccccooviiiiiiiiiiiie ¥ — ¥ _

The components of net periodic retirement benefit costs for the fiscal years ended March 31, 2012 and 2011 were as follows:
Millions of yen

2012 2011
SEIVICE COSE ... ittt ¥157 ¥154
Interest Cost......ccovviiiiiiiii 25 23
Expected return on plan assets (21) (20)

Amortization of unrecognized prior service cost.......... 5 5

Amortization of unrecognized actuarial difference 77 78
Other retirement cost (non-actuarial basis cost)... — 0
Net periodic retirement benefit COSIS ... ...ooiiiiiiii ¥244 ¥243

Assumptions used for the fiscal years ended March 31, 2012 and 2011 are set forth as follows:

2012 2011
Discount rate ......cccooviiiiiiii 2.0% 2.0%
Expected rate of return on plan assets ................... 2.5% 2.5%
Allocation method of projected retirement
benefit obligation..............c.coocoiiiii Point based Point based
Amortization period for prior service cost............... 10 years 10 years
(using the straight-line method within (using the straight-line method within
the employees’ average remaining the employees’ average remaining
service period at incurrence) service period at incurrence)
Amortization period for actuarial difference............ 10 years 10 years

(using the straight-line method within (using the straight-line method within
the employees’ average remaining the employees’ average remaining
service period, commencing from service period, commencing from
the next fiscal year of incurrence) the next fiscal year of incurrence)
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Notes to Financial Statements

17. Net Assets

Under the Company Law of Japan (the “Company Law”), the entire amount of the issue price for shares is required to be
accounted for as capital, although a company may, by resolution of its board of directors, account for an amount not
exceeding one-half of the issue price of the new shares as additional paid-in capital, which is included in capital surplus.

The payment of dividends by the Bank is subject to restrictions under Article 18 of the Banking Law of Japan (the “Banking
Law”). The Banking Law provides that an amount equal to at least 20% of cash dividends and other cash appropriations shall be
appropriated and set aside as a legal earnings reserve until the total amount of the legal earnings reserve and additional paid-in
capital equals 100% of common stock. The legal earnings reserve and additional paid-in capital may be used to eliminate or
reduce a deficit by a resolution of a shareholders' meeting or may be capitalized by a resolution of the board of directors. On
condition that the total amount of the legal earnings reserve and additional paid-in capital remains equal to or exceeds 100% of
common stock, they are available for distributions or certain other purposes by a resolution of a shareholders’ meeting.

The maximum amount that the Bank can distribute as dividends is calculated based on the non-consolidated financial
statements of the Bank in accordance with the Company Law.

In the fiscal year ended March 31, 2012, the Bank recorded ¥0 million legal earnings reserve, additionally.

In the fiscal year ended March 31, 2011, as the total amount of additional paid in capital and legal earnings reserve was
greater than the amount of common stock, the Bank did not record legal earnings reserve, additionally.

18. Fees and Commissions Income

Fees and commissions income received for the fiscal years ended March 31, 2012 and 2011 consisted of the following:
Millions of yen

2012 2011
Remittance-related fe8 INCOME ... ¥ 591 ¥ 517
ATM-related f88 INCOME ... ..ot 83,870 80,521
O BT 3,249 2,605
TOMAl L ¥87,711 ¥83,644

19. Fees and Commissions Expenses

Fees and commissions expenses paid for the fiscal years ended March 31, 2012 and 2011 consisted of the following:
Millions of yen

2012 2011
Remittance-related fee EXPENSES ....c.viiiiiiiiii e ¥ 269 ¥ 226
ATM placement fE8 BXPENSES. ......coiiiiiiiiiii e 9,954 9,344
ATM-related fEE EXPENSES ... ..ii it 381 389
100 51
O s ¥10,705 ¥10,011

20. Other Operating Income

Other operating income for the fiscal years ended March 31, 2012 and 2011 consisted of the following:
Millions of yen

2012 2011
Gains on foreign exchange transSactions ..........coociviiiiiiiii ¥5 ¥—
Ot e ¥5 ¥

21. Other Operating Expenses

Other operating expenses for the fiscal years ended March 31, 2012 and 2011 consisted of the following:
Millions of yen

2012 2011
Losses on foreign exchange transactions ............cccoooiiiiiiiiiiiiici e ¥— ¥12
TOTAL e ¥ ¥12

22. Other Income

Other income for the fiscal years ended March 31, 2012 and 2011 consisted of the following:
Millions of yen

2012 2011

Gains on Money held N TrUST.......oii e ¥ — ¥ 0
Reversal of allowance for credit losses.... — 57
115 139

¥115 ¥197
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23. Other Expenses

Other expenses for the fiscal years ended March 31, 2012 and 2011, consisted of the following:
Millions of yen

2012 2011
Losses on disposal of fiXed @SSELS ......ccoiviiiiiiiiiiiiiieeecee e ¥145 ¥ 19
Losses on impairment of fixed assets *' 111 —
Losses on disaster *2.... — 356

Loss on sale of shares.................... — 137

Allowance for credit losses 6 —
Loss on adjustment for changes of accounting standard for asset

= 131

42 23

¥305 ¥667

Notes: *1 The Bank has recorded losses on impairment of fixed assets for the following assets.

Main area: West Tokyo
Main use: Idle assets
Class: ATMs

Grouping of the assets is based on the Bank as a whole as one unit. Idle assets are treated by individual unit.

Along with replacement of third-generation ATMs, the carrying amount of assets that are not expected to be used in the future is reduced to

recoverable amount, and the amount of such decrease is recorded as impairment loss.
Recoverable amount is calculated using net selling price, and net selling price is zero since diversion to other purposes or sale is difficult.

*2 Losses of assets, mainly ATMs due to the Great East Japan Earthquake on March 11, 2011.

24. Income Taxes

Income taxes in the statements of income consist of corporation tax, inhabitants tax and enterprise tax. For the fiscal years
ended March 31, 2012 and 2011, the difference between the effective income tax rate and effective tax payout ratio was less
than 5%.
Significant components of the deferred tax assets and liabilities as of March 31, 2012 and 2011 were as follows:
Millions of yen

2012 2011
Deferred tax assets:
ENEEIPIISE 18X 1ttt ¥ 493 ¥ 394
DEPIECIAION .. 190 229
RESEIVE fOr DONUSES .....iiiiii e 119 132
Asset retirement obligations 94 107
StOCK OPLION EXPENSES ....iiiiiiii e 80 62
Accounts payable
(Reserve for retirement benefits for directors and statutory auditors) ................... 77 85
Allowance for Credit I0SSES .. ...ioiiiiiiiiiii e 29 28
Losses on impairment of fixed assets 21 —
Net unrealized gains on available-for sale securities.............ccccoeieiiiiiiiiiicennn, 2 —
LOSSES ON QISASTEN ....eiiiiiie e — 116
72 49
¥1,182 ¥1,206
Deferred tax liabilities:
Adjustment for tangible fixed assets related to asset retirement obligations ......... ¥ (34) ¥ (44)
Prepaid EXPENSES .. ..o (0) (14)
Valuation difference on available-for sale securities..............ccceeveiiiiiiiii — (35)
(1) —
(35) (94)
¥1,146 ¥1,111

Following the promulgation of the “Act for Partial Amendment of the Income Tax Act, etc. for the Purpose of Creating a
Taxation System Responding to Changes in Economic and Social Structures” (Act No. 114, 2011) and the “Act on Special
Measures for Securing Financial Resources Necessary to Implement Measures for Reconstruction following the Great East
Japan Earthquake” (Act No. 117, 2011) on December 2, 2011, the corporate income tax rate will be lowered and a special
restoration corporation tax will be imposed from the fiscal years beginning on or after April 1, 2012. In conjunction with these
changes, the effective statutory tax rate used to measure deferred tax assets and deferred tax liabilities will change for the
temporary differences expected to be resolved from the fiscal year beginning on April 1, 2012 to the fiscal year beginning on
April 1, 2014, and for the temporary differences expected to be resolved from the fiscal years beginning on or after April 1,
2015, from the former 40.69% to 38.01% and 35.64%, respectively. As a result of this change, the amount of deferred tax
assets has decreased by ¥97 million, net unrealized gains (losses) on available-for-sale securities have decreased by ¥0
million, and the amount of income taxes—deferred has increased by ¥97 million.
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25. Changes in Net Assets

(1) Information on shares issued and treasury stock:

(a) Type and number of shares issued and treasury stock for the fiscal year ended March 31, 2012 were as follows:
Thousands of shares

April 1, 2011 Increase Decrease March 31, 2012
Shares issued
Common StOCK ... e 1,190 1,189,717 — 1,190,908
TO Al 1,190 1,189,717 — 1,190,908
Treasury stock
Common StOCK ™2 ... . e — 0 — 0
TO Al — 0 — 0

Notes: *1 Increase in number of shares:
1,189,717 thousand shares due to stock split and exercise of stock options.

*2 Increase in number of shares:
0 thousand shares due to purchase of fractional shares.

(b) Type and number of shares issued and treasury stock for the fiscal year ended March 31, 2011 were as follows:
Thousands of shares

April 1, 2010 Increase Decrease March 31, 2011
Shares issued
Common StOCK 1 ... e 1,220 — 29 1,190
TOMAL . 1,220 — 29 1,190
Treasury stock
Common stock *2.. — 29 29 —
TOMAl .. — 29 29 —

Notes: *1 Decrease in number of shares:
29 thousand shares due to redemption of treasury stock based on resolution of Board of Directors meeting on March 4, 2011.

*2 Increase in number of shares:
29 thousand shares due to purchase of treasury stock based on resolution of Board of Directors meeting on November 5, 2010.
Decrease in number of shares:
29 thousand shares due to redemption of treasury stock based on resolution of Board of Directors meeting on March 4, 2011.

(2) Information on subscription rights to shares:
(a) Year ended March 31, 2012:

Thousands of shares

Balance at
March 31, 2012
Details of subscription rights to shares Type of shares April 1, 2011 Increase Decrease March 31, 2012  (Millions of yen)
Subscription rights to shares as
stock oplionS ......cooviiiiiiii — ¥220
Total e, — ¥220
Note: There are no treasury subscription rights to shares.
(b) Year ended March 31, 2011:
Thousands of shares
Balance at
March 31, 2011
Details of subscription rights to shares Type of shares April 1, 2010 Increase Decrease March 31, 2011 (Millions of yen)
Subscription rights to shares as
stock oplionS ........covvvveiiiiiiiie — ¥154
Total....ooo.ooooiii — ¥154

Note: There are no treasury subscription rights to shares.

SEVEN BANK, LTD. Annual Report 2012



(3) Information on dividends:

(a) Dividends paid in the fiscal year ended March 31, 2011
(Millions of yen, except per share amounts)

Aggregate amount Source of Cash dividends
Type of shares of dividends dividends per share Record date Effective date
Common stock *! ¥3,355 Retained earnings ¥2,750 March 31, 2010 June 1, 2010
Common stock *? ¥3,172 Retained earnings ¥2,600 September 30, 2010 December 1, 2010

Notes: *1 Date of resolution: Board of Directors meeting held on May 28, 2010
*2 Date of resolution: Board of Directors meeting held on November 5, 2010

(b) Dividends paid in the fiscal year ended March 31, 2012

(Millions of yen, except per share amounts)

Aggregate amount Source of Cash dividends
Type of shares of dividends dividends per share Record date Effective date
Common stock * ¥3,096 Retained earnings ¥2,600 March 31, 2011 June 6, 2011
Common stock *2 ¥3,096 Retained earnings ¥2,600 September 30, 2011 December 2, 2011

Notes: *1 Date of resolution: Board of Directors meeting held on May 27, 2011
*2 Date of resolution: Board of Directors meeting held on November 10, 2011

(c) Dividends to be paid in the fiscal year ending March 31, 2013
(Millions of yen, except per share amounts)

Aggregate amount Source of Cash dividends
Type of shares of dividends dividends per share Record date Effective date
Common stock ¥4,287 Retained earnings ¥3.60 March 31, 2012 June 4, 2012

Note: Date of resolution: Board of Directors meeting held on May 25, 2012

Cash dividends per share based on business results for the fiscal year ended March 31, 2012 were ¥2,603.60 annually with
the year-end dividend of ¥3.60 added to the interim dividend of ¥2,600. (As of December 1, 2011, the Bank implemented a
stock split with 1,000 common shares for one common share. If calculated reflecting the stock split, the interim dividend corre-
sponds to ¥2.60 and the annual dividend corresponds to ¥6.20.)

26. Related Party Transactions

(1) Transactions with related parties
(a) Related party transactions for the fiscal year ended March 31, 2012 were as follows:

Parent company and major shareholders

Amounts of transactions Balance at the end of fiscal year
Related party Category Description of transactions Millions of yen Account title Millions of yen
Seven-Eleven Other related Payment of ATM placement fee
Y P ¥9,536  Accrued expenses *3 ¥859

Japan Co., Ltd.*"  companies expenses *?

Notes: *1 38.09% of the outstanding common stock of the Bank is directly owned by Seven-Eleven Japan Co., Ltd. as of March 31, 2012.

*2 Conditions of transactions and method for determining conditions for transactions:
The business terms and conditions and decision-making process related to ATM placement fee expenses take into consideration Seven-Eleven
Japan’s overall infrastructure costs.

*3 The accrued expenses include consumption tax.

Company that has the same parent company as the Bank, and subsidiaries of the Bank’s other related companies:

Amounts of transactions Balance at the end of fiscal year
Related party Category Description of transactions Millions of yen Account title Millions of yen
Seven & i Sister Handling of negotiable certificates Negotiable certificates
Financial Center . gorneg ¥20,341 gonabre ¥40,000
companies of deposits of deposits
Co., Ltd.
Interest on negotiable certificates of
9 20  Accrued expenses 0

deposits *

Notes: *1 Conditions of transactions and method for determining conditions for transactions:
The interest rates for negotiable certificates of deposits are set at reasonable levels in accordance with the transaction period and currently
prevailing market rates.

*2 The transaction amounts for negotiable certificates of deposits represent the average balances recorded during the course of the term.
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(b) Related party transactions for the fiscal year ended March 31, 2011 were as follows:

Amounts of transactions Balance at the end of fiscal year
Related party Category Description of transactions Millions of yen Account title Millions of yen
Seven-Eleven Other related Payment of ATM placement fee
1 . y % P ¥ 8,994  Accrued expenses ** ¥770
Japan Co., Ltd. companies expenses
Handling of negotiable certificates
9 : *Sg 14,493 — _
of deposits
Interest on negotiable certificates of 15

deposits *?

Notes: *1 38.09% of the outstanding common stock of the Bank is directly owned by Seven-Eleven Japan Co., Ltd. as of March 31, 2011.

*2 Conditions of transactions and method for determining conditions for transactions:
The business terms and conditions and decision-making process related to ATM placement fee expenses take into consideration Seven-Eleven
Japan'’s overall infrastructure costs. The interest rates for negotiable certificates of deposits are set at reasonable levels in accordance with the
transaction period and currently prevailing market rates.

*3 The transaction amounts for negotiable certificates of deposits represent the average balances recorded during the course of the term.
*4 The accrued expenses include consumption tax.

Company that has the same parent company as the Bank and subsidiaries of the Bank’s other related companies:

Amounts of transactions Balance at the end of fiscal year
Related party Category Description of transactions Millions of yen Account title Millions of yen
Seven & i . ) . - ) -
) . Sister Handling of negotiable certificates Negotiable certificates
Financial Center . gorneg ¥13,671 goniake ¥20,000
companies of deposits of deposits
Co., Ltd.
Interest on negotiable certificates of
9 15 Accrued expenses 0

deposits *

Notes: *1 Conditions of transactions and method for determining conditions for transactions:
The interest rates for negotiable certificates of deposits are set at reasonable levels in accordance with the transaction period and currently
prevailing market rates.

*2 The transaction amounts for negotiable certificates of deposits represent the average balances recorded during the course of the term.

(2) Notes on parent company or important related companies
(a) Parent company information
Seven & i Holdings Co., Ltd. (listed on First Section of Tokyo Stock Exchange)
(b) Summary financial information about important related companies
None

27. Lease Transactions

Finance Leases:
The transactions prior to April 1, 2008 are required, by the ASBJ Statement No. 13 and the ASBJ Guidance No. 16, to be
disclosed here.

A summary of assumed amounts of acquisition cost, accumulated depreciation, and net carrying amount for finance leases
without transfer of ownership as of March 31, 2012 and 2011 were as follows:

March 31, 2012 Millions of yen
Acquisition Accumulated Net
cost depreciation  carrying amount
EQUIDMIENT ... ¥— ¥— ¥—
OB s — — —
TOAL e ¥ ¥ ¥
March 31, 2011 Millions of yen
Acquisition Accumulated Net
cost depreciation  carrying amount
¥6,645 ¥6,630 ¥15
194 177 17
¥6,840 ¥6,807 ¥33
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Future minimum lease payments excluding interest as of March 31, 2012 and 2011 were as follows:
Millions of yen

2012 2011

Due within one year ¥— ¥34
Due after one year — 0
TOMAL e ¥— ¥34

Total lease expenses for the fiscal years ended March 31, 2012 and 2011 were ¥32 million and ¥1,052 million, respectively.

Assumed depreciation expenses for the fiscal years ended March 31, 2012 and 2011 amounted to ¥30 million and
¥997 million, respectively. Assumed depreciation is calculated using the straight-line method over the lease term of the
respective assets.

The difference between the minimum lease payments and the acquisition costs of the lease assets represents interest
expenses.

The allocation of such interest expenses over the lease term is computed using the effective interest method. Interest
expenses for the fiscal years ended March 31, 2012 and 2011 amounted to ¥0 million and ¥10 million, respectively.

Operating Leases:
Future minimum lease payments under non-cancelable operating leases as of March 31, 2012 and 2011 were as follows:
Millions of yen

2012 2011

DUE WItNIN ONE YA ...t ¥9 ¥11
DUE after ONE YEAI ... oo 5 13
Ot e ¥15 ¥24

28. Derivative Financial Instruments and Hedging Transactions

Derivative transactions to which the hedge accounting method is not applied:
None

Derivative transactions to which the hedge accounting method is applied:

For derivative transactions to which the hedge accounting method is applied, the following table shows contract or notional
amounts, fair values, and methods of fair value calculation as of the balance sheet date for each type of hedging instrument
and hedge accounting method. The contract or notional amounts, however, do not represent the magnitude of market risk
associated with the derivative transactions.

Interest related transactions:
March 31, 2012

Millions of yen
Contract or

Hedge accounting method Hedging instruments Hedged items notional amount Over one year Fair value

Special treatment for interest  Interest rate swaps Borrowed
rate swap Receive variable, pay fixed..... money ¥5,000 ¥5,000 Note
Total....ooocooovviiiiii — — —

Note: Derivatives accounted for by the special treatment for interest rate swaps are valued in conjunction with the hedged item, i.e., borrowed money.
Hence, the fair value is included in the fair value of the borrowed money shown in “5. Financial Instruments”.

Interest related transactions:
March 31, 2011

Millions of yen
Contract or

Hedge accounting method Hedging instruments Hedged items notional amount Over one year Fair value

Special treatment for interest  Interest rate swaps Borrowed
rate swap Receive variable, pay fixed..... money ¥5,000 ¥5,000 Note
Total.oeeeeeeeee, — — —

Note: Derivatives accounted for by the special treatment for interest rate swap are valued in conjunction with the hedged item, i.e., borrowed money.
Hence, the fair value is included in the fair value of the borrowed money shown in “5. Financial Instruments”.
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29. Stock Options

Share-based compensation expense of ¥71 million and ¥66 million are accounted for as general and administrative expenses
in the fiscal years ended March 31, 2012 and 2011, respectively.
Outline of stock options and changes are as follows:

(1) Outline of stock options

First grant-1

First grant-2

5 directors

184,000 common shares

August 12, 2008

Within 10 days from the day following the
day that a subscription holder loses his/her
position as a director

No provisions

From August 13, 2008 to August 12, 2038

Title and number of grantees ........
Number of stock options (a)..........
Grantdate .......cccoovvvviiiiiii
Condition for vesting ............ccc.......

Requisite service period................
Exercise period ..........cccoceeieinnn.

3 executive officers

21,000 common shares

August 12, 2008

Within 10 days from the day following the
day that a subscription holder loses his/her
position as a director or executive officer

No provisions
From August 13, 2008 to August 12, 2038

Second grant-1

Second grant-2

4 directors

171,000 common shares

August 3, 2009

Within 10 days from the day following the

Title and number of grantees.........
Number of stock options (a)..........
Grantdate .......cccoovvvviiiiiii
Condition for vesting ..........ccoeeee.

day that a subscription holder loses his/her

position as a director
No provisions
From August 4, 2009 to August 3, 2039

Requisite service period................
Exercise period ..........coccoevvinin

5 executive officers

38,000 common shares

August 3, 2009

Within 10 days from the day following the
day that a subscription holder loses his/her
position as a director or executive officer
No provisions

From August 4, 2009 to August 3, 2039

Third grant-1

Third grant-2

5 directors

423,000 common shares

August 9, 2010

Within 10 days from the day following the

Title and number of grantees.........
Number of stock options (a)..........
Grantdate ...,
Condition for vesting ..........cccccee..

day that a subscription holder loses his/her

position as a director
No provisions
From August 10, 2010 to August 9, 2040

Requisite service period................
Exercise period ............ccceeeiinnn.

4 executive officers

51,000 common shares

August 9, 2010

Within 10 days from the day following the
day that a subscription holder loses his/her
position as a director or executive officer

No provisions
From August 10, 2010 to August 9, 2040

Fourth grant-1

Fourth grant-2

5 directors

440,000 common shares

August 8, 2011

Within 10 days from the day following the

Title and number of grantees........
Number of stock options (a)..........
Grantdate .......cccoovvvviiiiiii
Condition for vesting ...........cc........

day that a subscription holder loses his/her

position as a director
No provisions
From August 9, 2011 to August 8, 2041

Requisite service period................
Exercise period ..........ccccccoovevinin

8 executive officers

118,000 common shares

August 8, 2011

Within 10 days from the day following the
day that a subscription holder loses his/her
position as a director or executive officer
No provisions

From August 9, 2011 to August 8, 2041

(a) Number of stock options means total shares to be issued upon exercise of subscription rights to shares. As of
December 1, 2011, the Bank implemented a stock split with 1,000 common shares for one common share; therefore, the

number of shares was adjusted to reflect the stock split.
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(2) Scale and changes in stock options

The following describes scale and changes in stock options that existed during the fiscal year ended March 31, 2012. The
number of stock options is converted into the number of shares.

Fiscal year ended March 31, 2012:
Number of stock options

First grant-1 First grant-2
Before vested
As of March 31, 2011 ... — —
Granted. ... .o — —
FOrfeited. ... — —
Vested............... — —
Outstanding — —
After vested
As of March 31, 2011 .. 157,000 21,000
VESIEA. .. oo — —
EXEICISEA ...t — 7,000
Forfeited............ — —
Outstanding 157,000 14,000
Second grant-1 Second grant-2
Before vested
As of March 31, 20171 ... — —
Granted. .. ..o — —
Forfeited — —
VESIEA. ..o — —
OUESTANAING .+ — —
After vested
As of March 31, 2011 ... 171,000 38,000
— 8,000
Forfeited. ... — —
OUESTANAING .. 171,000 30,000
Third grant-1 Third grant-2
Before vested
As of March 31, 2011 ... — —
Granted — —
Forfeited. ... — —
VESIEA. .. — —
OUESTANAING ..o — —
After vested
423,000 51,000
— 13,000
Forfeited. ... — —
OUESTANAING ... 423,000 38,000
Fourth grant-1 Fourth grant-2
Before vested
As of March 31, 2011 — —
Granted..........ccooeviinn 440,000 118,000
Forfeited........ — —
Vested............... 440,000 118,000
Outstanding — —
After vested
As of March 31, 2011 ... — —
VESIEA. ..o 440,000 118,000
EXErCISEA. ... oo — —
Forfeited............ — —
Outstanding 440,000 118,000
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Price information First grant-1 First grant-2
EXErCISE PriCe....uiiiiiii ¥1 per share ¥1 per share
Average stock price at exercise — ¥165,700
Fair value at the grant date (2) .....cccvevveeiiiiiiicec ¥236,480 per ¥236,480 per
subscription to share subscription to share
Price information Second grant-1 Second grant-2
EXEICISE PriCE....iiiiiiiii ¥1 per share ¥1 per share
Average stock price at EXerCiSe...........ccovvviiiiiiiiiiiiie — ¥165,700
Fair value at the grant date (2) ......ccvevieeiiiiiiiseeec ¥221,862 per ¥221,862 per
subscription to share subscription to share
Price information Third grant-1 Third grant-2
EXEICISE PriCe...c.uviiiiiiiiii i ¥1 per share ¥1 per share
Average stock price at EXerCiSe..........cccoovvviviiiiiiiiiiiiieee — ¥165,700
Fair value at the grant date (2) ......cceovveeiiiiiiiiiiccceen ¥139,824 per ¥139,824 per
subscription to share subscription to share
Price information Fourth grant-1 Fourth grant-2
EXEICISE PrICE...ciiiiiiiiiiii e ¥1 per share ¥1 per share
Average stock price at EXerCiSe...........ccovvvvieiiiiiiiiiiiiiiiee — —
Fair value at the grant date (2) ......ccccoovveeviiiiiiiieieccc ¥127,950 per ¥127,950 per
subscription to share subscription to share

(a) The number of shares to be issued upon exercise of one subscription right to shares shall be 1,000 common shares. As of
December 1, 2011, the Bank implemented a stock split with 1,000 common shares for one common share; therefore, exercise
prices were adjusted to reflect the stock split. In addition, average stock price at exercise represents the average stock price of
the Bank at the time when stock options were exercised.

(8) Valuation method for estimating per share fair value of stock options

Valuation technique used for valuating fair value of Fourth grant-1 of subscription rights to shares and Fourth grant-2 of
subscription to shares during the fiscal year ended March 31, 2012 is as follows:

Valuation method used: Black-Scholes option-pricing model

Principal parameters and estimation method Fourth grant-1 Fourth grant-2
Expected volatility of the underlying stock (a) .......ccccoeveeinnnnn 34.58% 34.58%
Remaining expected life of the option (D) ..........cccooviiiiiiiiin 6.18 years 6.18 years
Expected dividends on the Stock (C) .....coovvvvvviiiiiiiiiiiicn ¥5,200 per share ¥5,200 per share
Risk-free interest rate during the expected option term (d)...... 0.469% 0.469%

(a) The expected volatility was calculated based upon share price data during the three years and five months from February 29,
2008 to August 8, 2011.

(b) The average expected life of the option was estimated assuming that the options were exercised at the simple average period
from June 2011 to each director’'s expected retirement date, plus 10 days of exercisable period.

(c) Expected dividends are determined based on the actual dividends on common stock for the fiscal year ended March 31, 2011.

(d) Japanese government bond yield corresponding to the average expected life.

(4) Estimation of the number of stock options vested

Because it is difficult to reasonably estimate the number of options that will expire in the future, the number of options that have
actually forfeited is reflected.

30. Asset Retirement Obligations

(1) Overview of asset retirement obligations

Asset retirement obligations are based upon estimated future restoration obligations pursuant to real estate lease
agreements of head office and others.

(2) 