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change. It is hard to predict what kind o

We aim to respond flexibly to such changes in society and diversifying customer
needs by continuing to change with the times.
We will continue to provide new kinds of convenience that society requires, for use by

anyone, with safety and security.

Together with the times

Together with you
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About this publication

This integrated report includes information related to Seven Bank’s management policy, business performance, business overview,
corporate social responsibility (CSR) and financial position. It has also been prepared to include comprehensive non-financial
information that supports our sustainable growth.

Forward-looking Statements: This document contains statements concerning 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 historical facts are forward-looking statements. Forward-looking statements may
include, but are not limited to, words such as “believe,” “anticipate,” “plan,” “strategy,” “expect,” “forecast,” “predict,” “potential,” “possibility” and similar words that
describe future operating activities, business performance, events or conditions. Forward-looking statements, whether spoken or written, are based on judgments made
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—Challenging Limitless Possibilities—

Strengths of Seven Bank

Innovation Born of Our DNA

Created In

Response to
Customer
Feedback

Unprecedented Business Based on A

“If there was an ATM at Seven-Eleven, it would be more convenient ...” Seven Bank was created in response to customers’
comments like this. Our commitment to offering ATM services that are really required by customers is the foundation
supporting our business.

» A business created in response to customer feedback
» Launched in April 2001 as IY Bank Co., Ltd., a spin-off from our logistics and retail business
» History of our challenges to create a sequence of new ATM-centered services

Seven Bank’s History

Initiated personal loan services
2010 Sl P

1Y Bank Co., Ltd. established . .
Introduced third-generation ATMs

Within two months of the launch of our ATM service,

more than 1,000 ATMs were installed Initiated international money transfer services

Listed on the First Section of the Tokyo Stock Exchange

2011 S8

Acquired all issued shares of Financial Consulting & Trading
International, Inc. (currently FCTI, Inc.) of the United States to
make it a wholly owned subsidiary

— Number of ATMs installed exceeded 10,000
 Introduced second-generation ATMs
L Company name changed to Seven Bank, Ltd.

Established PT. ABADI TAMBAH MULIA INTERNASIONAL
(“ATMi"), a joint venture operating ATMs in Indonesia

Established Bank Business Factory Co., Ltd., a wholly owned
subsidiary engaged in back-office support on commission
— Initiated services for cards issued overseas

— Began loading money onto nanaco
electronic money cards at ATMs

- Completed installation of ATMs in all 47 prefectures

Expanded language options on ATM screens and slips to
12 languages, etc., when cards issued overseas are used

Began issuing cash cards with a debit function

Listed on the JASDAQ Securities Exchange
(currently the Tokyo Stock Exchange JASDAQ Market)

Began offering the ATM deposit/withdrawal service via smartphone

Established Seven Payment Service, Ltd., a wholly owned
subsidiary offering remittance and settlement services

Installed approximately 8,000 ATMs in 7-Eleven stores in the United States
Launched cash receipt service



—Challenging Limitless Possibilities—

Strengths of Seven Bank

Growth as Social Infrastructure

ervices
Embedded In
the Fabric of

Society
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Performance as Social Infrastr

Seven Bank is installing ATMs at “nearby and convenient” locations,
as well as hubs for transportation, logistics and tourism. We have built a
accessed “anytime, anywhere, by anyone, and with safety and security.”

ure

ding Seven-Eleven stores
M service that can be

FY2001 FY2005 FY2010 FY2015

» 11484 » 15363 » ’ > @
> 513 4 567 P‘P@

* Number of transactions: Total number of deposits, withdrawals and money transfers. Balance inquiry, electronic money charge/balance confirmation,
PIN number change and usage limit change are not included.

Number of ATM installations
(Units)

Number of ATM transactions
per year*
(Number of transactions: millions)

Number of partner financial
institutions, etc.

ATMs Always Available

» The operational rate of our ATMs is 99.98%:
By collaborating with our contractors to avoid running out of cash and prevent malfunctions and other issues,
we have built a system that enables our customers to access ATMs “anytime” with peace of mind, whenever
they need them.

Multilingual Support: 12 Languages

» When a card issued overseas is used:
Users can select one of the following languages for both the ATM screens and receipts: Japanese, English,
Chinese (simplified and traditional), Korean, Thai, Malaysian, Indonesian, Vietnamese, French, German or
Portuguese.



—Challenging Limitless Possibilities—

Strengths of Seven Bank

Positioning
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A Unique Business Model Founded on Coexistence

and Co-Prosperity

Seven Bank provides ATM services that can be accessed “a
throughout Japan. Our services also benefit our partner finan
enhanced services.

Seven Bank and its partner financial institutions, etc., have bui
and co-prosperity.

e, anywhere, by anyone, and with safety and security”
institutions, etc., in various ways in terms of cost and

nique business model founded on coexistence

» Revenue structure differs from that of conventional banks:
Consists mainly of fees from partner financial institutions, etc.

L X ;
» Coexistence and co-prosperity partners:
OPartner financial institutions, etc.
OContractors supporting the business of Seven Bank

» Number of partner financial institutions, etc.: 600 (As of March 31, 2018)

Superiority in Our Business Environment

[
» Contact with customers:
We have contact points with customers via a platform of more than 24,000 ATMs nationwide.
» Group strength, including the capability to attract customers and
the store network of the Seven & i Group:
Group stores have approximately 23 million customer visits per day.

Business Model for Our ATM Services (in a partnership with a bank)

Seven Bank

Bank A’s customer Bank A

ATM usage fees m

Platform of more than 24,000
ATMs nationwide

..Q_%ARE‘ —

ATM transaction fees
(Decided by Bank A)

10



—Challenging Limitless Possibilities—

Strengths of Seven Bank 1 Strengths of Seven Bank 2 Strengths of Seven Bank 3

N N N

Seven Bank Growth Drivers

Capturing
Market Needs

that Change
with the Times

1A

Viewing Societal Challenges as Business Opportunities

Spread of digital settlements
Ensuring settlement security

» Greation of new styles of ATM usage

In response to our customers’ changing lifestyles, we offer safe and secure services, including
deposits and withdrawals via smartphone.

Low childbirth rate and an aging population

» Universal design easy for everyone to use
Seven Bank’s ATMs employ a universal design that is easy to use for everyone, regardless of age,
nationality or disability. We strive to make our ATMs easy for anyone to use by having a universal
color design, installing cane/drink holders and providing a voice guidance service. We also focus
on nurturing the next generation, including a collaboration for “Mori no Senshi (Guardian of the
Forest) Bonolon,” a picture book for children, and issuing social contribution-type cash cards.

Diversifying work styles

» Possible to receive cash without going through a bank account

As work styles become more diverse and sharing services grow in popularity, companies have
more opportunities to transfer money to individuals. We launched the “cash receipt service” to
meet customer needs to send money easily and receive it at any time.

Labor shortage drawing more foreign workers to Japan

» International money transfer services

Seven Bank offers international money transfer services to meet the needs of customers with
friends and family overseas. Customers can access the service via Seven Bank ATMs installed
nationwide, as well as via devices such as personal computers and smartphones, to send money
to approximately 200 countries, in principle, 24 hours a day, 365 days a year. We are also working
to contribute to a society of multicultural coexistence, partnering with a municipal public organization
to disseminate local information, information about disasters and other material in multiple languages
to foreign residents via our “International Money Transfer App.”

Increase in foreign visitors to Japan

» Withdrawing Japanese yen with cards issued overseas
Seven Bank offers a service whereby users can withdraw Japanese yen with cash cards and credit
cards issued overseas. We are helping to achieve the national government’s tourism plan by offering
safe and secure services, with support in 12 languages for our screen displays, receipts, etc., to
provide foreign visitors to Japan smooth access to ATMs.

Concentration of financial service locations in major metropolitan

areas and hollowed-out rural areas

» Responsibility as a company that provides social infrastructure
More people are feeling inconvenienced by phenomena such as the hollowing out of financial
service locations. We are installing ATMs in the store network of every company in the Seven & i
Group, as well as at transportation, logistics and tourist sites outside the Group. We aim to offer
financial services that are “nearby and convenient” in a psychological sense, not only in terms of
physical proximity.

Growing risk of climate change
» Seven Bank’s third-generation ATMs feature enhanced environmental performance

Third-generation ATMs have superb environmental performance, such as the use of parts with long
service lives and recyclable materials, as well as a power consumption per unit that is roughly 48%
lower than that of conventional ATMs. We also operate our business in an environmentally
conscious manner, including reducing CO2 emissions from cash transport vehicles, etc., through
the stable operation of our ATMs and efficient operations.

Identifying and understanding material issues

Seven Bank activates internal and external discussions to identify and understand material issues, in order to
create common value with society by responding to changes in the Bank’s business environment and by
solving various social issues.

12
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—Chavi"'r'é:dg_i:r]g Limitless Possibilities—

Value Co-Creation Y

Seven Bank’s key value is to fulfill the expectations and gain the trust of society through

a sincere and honest commitment to helping solve societal issues and co-create value. /
We aim to create a better society and increase our corporate value. /

Seven Bank’s Core Competencies and Business Model Viewing Societal Offered Value

Challenges as
Business Opportunities

Management resources and intangible assets
that are the source of our competitive advantage

Seven Bank’s business model

Key management resources ’ ) Spread of digital settlements e
> ATM platform Ensuring settlement security available anytime, anywhere,
ONetwork of more than 24,000 ATMs nationwide I by anyone, and with safety
[0 System and organization to provide always-available 24/365 ATMs Low C_h”dblrth ra_te and and securit
_ R A ) an aging population y

» Network with partner financial institutions, etc. Offer safe and secure services
» Customers visiting Seven & i Group stores and ﬁ ~ Diversifying work styles 9 Create common value by

the store network Seven Bank |f_ab9r shortsge (:raxving more » Offer niew ATM services responding solvmg_l staI issues
» Functions offering financial services as a bank oreign workers 10 Japan to changes in society and achieving corporate

Business model for Increase in foreign visitors growth through our
. coexistence and : to Japan » Offer safer and more secure financial business activities
co-prosperity - F—— services for everyone living in Japan
. . oncentration of financia

A s CRRtee service locations in major v
» Strong relationship of trust with a variety of metropolitan areas and

corporate partners hollowed-out rural areas

» ATM services available anytime, — :
» Synergy with Seven & i Group anywhere, by anyone, and with Growing risk of climate

» Trustworthiness as a bank safety and security change

» Corporate culture and organization » Secure and efficient settlement
encouraging the tackling of challenges infrastructure

Stability and development of
the financial system

Our aim is to offer familiar and convenient services that have never been seen
before, by leveraging our strengths as a comprehensive retail group with diversified
business unparalleled anywhere else in the world. We will offer new conveniences
needed by society that clearly highlight the Seven & i brand.
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!
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Value Co-Creation Case Study

Offering New Financial Services
that Respond to Changes in Society

The Bank’s business environment is changing with the spread of smartphones, the appearance
of new settlement services and changes in our customers’ lifestyles. We are responding to

these changes by advancing cash receipt services, partnerships with providers of fund transfer
service and smartphone ATM services.

*1. A prepaid card issued by SoftBank Payment Service Corp. h =%
*2. A mobile remittance and settlement service offered through the LINE communication app. S
*3. A prepaid card that can be used at JCB PREMO member stores.

Launch of a Cash Receipt Service not through a Bank Account

The spread of e-commerce and the sharing economy are creating more opportunities for companies to send money to
individuals. Amid this change, we launched our cash receipt service in May 2018. Customers can receive cash at a Seven
Bank ATM at any time simply by entering a number sent to them by their company by e-mail, etc. This service greatly
increases convenience for both parties, for companies do not need to collect and manage a customer’s bank account
information, as the transfers do not go through a bank account. In January 2018, we established a subsidiary, Seven
Payment Service, Ltd., in anticipation of the launch of this service. We will work to have more companies sign up for the
service and to offer convenient, easy-to-use services enabling accessing by more customers.

,000

h 4

Show the receipt at the

Receive an amount:less than ¥1

Receive a number needed Enter the number into Retrieve paper currency
to collect money the ATM and a receipt from the ATM register to receive coins
N L J N J N J

Customers can also choose to charge their nanaco cards or
make a donation to the Seven-Eleven Memorial Foundation.

Partnering to Pioneer New Settlement Fields

As a new initiative, we are advancing new partnerships with non-financial institutions, r
such as providers of fund transfer service, to enable more customers to access

our services. We launched ATM access partnerships with SoftBank Payment _
Service Corp. in August 2017, with LINE Pay Corporation in October 2017 and h’ ’l
with the JCB PREMO Card, offered by JCB Co., Ltd., in March 2018. These - 1-'-
partnerships make it possible to charge (make a deposit on) a SoftBank Card™*’,
LINE Pay*? or a JCB PREMO Card*® from our ATMs.

Partnership ceremony with LINE Pay

Advancing Smartphone ATM Services

Smartphone ATM services allow customers to deposit and withdraw money without a card, using
only their smartphones, by using an app to scan a QR code displayed on the ATM. We are working
to offer this service by further increasing our partner companies so that more companies, not only
our existing partner companies, but also settlement service providers that do not issue cash cards
and/or those who provide settlement through smartphones can make use of Seven Bank ATMs.

16



Value Co-Creation Case Study

Offering Safe and Secure Financial
Services to Foreign Customers

We offer international money transfer services and services for withdrawing Japanese yen
with cards issued overseas, allowing Japan’s growing foreign population to access our
safe and secure services. Seven Bank is working to create the services our customers seek,
incorporating an ESG* perspective to solve social issues.

* Environment, Social and Governance

Se

rvices

available

in

nine

languages!

Offering International Money Transfer Services to
Customers with Friends and Family Overseas

Seven Bank offers international money transfer services to meet the needs of customers
with friends and family overseas. Customers can access these services via Seven Bank
ATMs nationwide, as well as via devices such as personal computers and smartphones, to
send money with a simple fee structure, in principle, 24 hours a day, 365 days a year. The

Y~ 7"ms Be

g oy 1 ann%

s Bs

:?..‘ 'E B. e ATM transaction screens and the Customer Center support foreign customers in nine
=5) PE—— languages, alllowing them to LIJse the service with ease. .TO make our international mo.ney
et transfer service more convenient, we offer the “International Money Transfer App,” with

\_ C /; features that include the ability to check transfer rates, view videos about the money transfer
- process and search for pickup locations worldwide.

Initiatives for M.ultlcultura_l Coexistence FER oS A OB TIEED
and the Promotion of Tourism I BT 5 e B R

We disseminate local information, information about disasters and
other material in multiple languages to users of the “International

Money Transfer App,” to enrich the lives of foreigners living in Japan
and promote multicultural coexistence in local communities. In 2016,
we concluded an agreement with a municipal public organization in
Japan with a large foreign population and are working to promote

multicultural coexistence in local communities. We also disseminate
tourist information, etc., to foreign visitors to Japan. Signing ceremony with Shinjuku Ward

Customers Can Withdraw Japanese Yen with Cards Issued Overseas

Seven Bank ATMs offer a service whereby customers can also Number of Transactions Using Cards Issued Overseas (Thousands of transactions)
withdraw Japanese yen with cash cards and credit cards issued 10,000

overseas. Nearly all major card brands are available, including VISA 1pg 00
(including PLUS), Mastercard (including maestro and Cirrus), UnionPay, 8,000
American Express, JCB, Discover and Diners Club. The number of 6.000 et

transactions with cards issued overseas is growing steadily, reaching

8.56 million in fiscal 2017. To make the service easy to use for foreign 4,000
visitors to Japan, we are installing ATMs at Group stores, as well as 2000
outside the Group, with a focus on transportation, logistics and ’ J
tourist sites where people gather.

4,122

2,194 2407

2012 2013 2014 2015 2016 2017 (Fv)

Getcash at 7-ELEVEN

(;_é‘“éi&;
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Major Performance Indicators’=

. K.AT .

Top-class financial base Efficient capital management

12.3:°

*ROE = net income/average total shareholders’ equity

Capital aqequacy ratio

i High creditworthiness

=

S&P Global Ratings

- :

B S

AA_

—-—

étrong cash generation Shareholder returns
@BITDA margin Payout ratio '

43.4

> DA~ -ordir?aFj-:ﬁFOﬁt--g deprec
EBITDA margin= BT

High growth
Earnings per share (EPS)

¥16.27 »

Ordinary profit

Ny Y39.3
billion billion

Ordinary income

N ¥127.6

billion

FY2012 FY2017

hillion

Net income attributable to
owners of the parent

¥19.3 ¥25.3

billion billion
FY2012 FY2017

Pursuing sustainable environmental functions (in Japan)

Energy consumption for third-generation ATMs

[Approx. 1,200 kWh/year]

48% reduction

* Compared with second-generation ATMs

Recycling rate for scrapped ATMs and
UPS batteries

Approx.1 O 0%

* UPS: Uninterruptible Power Supply

19
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PART 1
trateg

Strategy of adding depth and
growth as social infrastructure

Message from the President

We will continueto
|

change with the times and
[P ) 3

our customers.

BANK(

Yasuaki Funatake pg
President and Representative Director
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Message from the President

Thank you very much for using Seven Bank’s services. My name is Yasuaki Funatake.

I took office as Seven Bank’s President and Representative Director on June 19, 2018.

Since commencing operations in 2001, Seven Bank has been building a secure and
efficient payment infrastructure with ATM services that can be used “anytime, anywhere,
by anyone, and with safety and security.” In addition to ATMs installed within the Seven &
i Group, we have been proactively installing ATMs outside the Group, focusing on bases
for transportation, logistics and tourism. As of June 30, 2018, we had a total of 24,500
ATMs installed in Japan. These are used by roughly 2.2 million customers daily.

Seven Bank places great emphasis on its sense of values. Through our businesses
we aim to “meet the expectations and gain the trust of society” by working “sincerely”
and “honestly” to “contribute to the resolution of social issues” and “create value.” While

striving to create a better society, we also aim to enhance our corporate value.

Continuing to “achieve growth in

our main business as we diversify

our operations” under the Medium-Term
Management Plan

In May 2017, Seven Bank formulated its Medium-Term
Management Plan, covering the period through fiscal
2019, to achieve sustainable growth by maintaining a
broad-based earnings structure.

The Medium-Term Management Plan sets a basic
policy of “achieving growth in our main business as
we diversify our operations” as our first strategy, which
aims to build a foundation for long-term growth. The plan
started strongly with growth in revenue and profit (record
profit) on both a consolidated and non-consolidated
basis in fiscal 2017, the first year of the plan. This basic
policy will not change under our new structure, and we
will continue to make every effort to meet the targets set
in the plan.

Changes in business environment and
social issues

Today is said to be an age of the biggest changes in
the business environment in 100 years, and Seven Bank’s
operating environment is changing rapidly. The popularity
of smartphones is leading to a rapid spread in digital
payments, along with the appearance of many new
payment services, as payments become increasingly
diversified while still requiring safe and secure settlement.
In addition, the development of the sharing economy is
leading to the diversification of business formats and
work styles, drastically changing the way money flows.
We are also seeing increasing globalization. The number
of overseas visitors to Japan is setting new records every
year, and a shortage of workers means that an increasing
number of non-Japanese people are taking up residence
in Japan.

Changes in the business environment create new
social issues, which in turn present new business oppor-
tunities. Seven Bank will use its strengths to create new
businesses and services, and through these, we will
work to resolve these social issues with the aim of
further growth.

I Strategy of adding depth and growth as social infrastructure

Spread of digital payments presents
opportunities for payment diversification

The popularity of smartphones and rapid development of
digital payments are bringing about major changes in the
area of payments. New categories are forming as non-
financial companies that already have many customers for
their existing proprietary services and non-financial
companies that are developing completely new payment
services enter the financial sector.

Without being bound by the traditional concept of
ATMs, we are aiming to have non-financial companies
newly entering the payment sector use Seven Bank’s
ATM network as a platform for convenient payments that
are safe and secure, and to use ATMs in new ways.

Many people are saying that the linking of digital
payments, which seek convenience but have no physical
form, with real cash and ATMs is leading to a sense of
reality and security for payments in increasingly diverse
ways. In addition, non-financial companies place impor-
tance on our reliability as a bank, and during fiscal 2017,
our ATMs became capable of loading SoftBank-branded
prepaid cards, LINE Pay and JCB PREMO cards. We are
also working with new partners during fiscal 2018. These
tie-ups are developing more quickly than we had expected,
and we anticipate major growth in this sector.

New services that address
changes in flows of funds

Due to the popularity of e-commerce and the spread of
the sharing economy, companies are increasingly
remitting funds to individuals, a trend we addressed by
launching our proprietary Cash Receipt Service in May
2018. Using our ATMs as a platform, this new service
provides companies with a safe, secure and convenient
method of sending funds to individuals. By developing
this service, we discovered latent needs at business
partners, which led to our taking a new look at specific
ways ATMs can be used, and we have already received
inquiries from many companies that want to use this
service. Not just a new service, the Cash Receipt Service
is also compatible with diversified work styles and the
development of the sharing economy. We believe this
could grow to the point of creating a new payment market.

24
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These are some of the ways Seven Bank uses its
unique position to carefully develop new services. Going
forward, we will accelerate our development of new
services that lead to the identification of new needs.

Further growth through business
diversification

At the same time, we are working in a variety of ways to
achieve “business diversification,” using a business
model founded on coexistence and co-prosperity with
our partner financial institutions and synergies with the
Seven & i Group.

Financial institutions are important counterparties for
the ATM business, and the business environment for
financial institutions is undergoing major changes, resulting
in a review of the role of branches and ATMs in an effort
to raise productivity. With the increase in the number of
overseas visitors to Japan, Seven Bank has already
been installing ATMs as a substitute ATM operator for
certain financial institutions, primarily in tourist areas and
airports. While building up this business, we are also
striving for further gains in operational efficiency, so
financial institutions can subcontract these operations
with peace of mind, and we can contribute to improved
productivity at financial institutions.

Furthermore, with financial crimes becoming increas-
ingly sophisticated, the maintenance of a safe and secure
payment environment has become a major social issue.
Bank Business Factory Co., Ltd. (“BBF”), our consolidated
subsidiary for back-office support on commission, has
begun undertaking outsourced operations for account
transaction monitoring. BBF uses expertise developed at
Seven Bank and transaction data to monitor accounts for
suspicious account movements and informs the bank
when suspicious transactions are discovered. This enables
financial institutions to outsource needed operations,
providing their customers with safe and secure account
services. By aggregating the same type of operations
outsourced by financial institutions and concentrating in
this area, BBF can provide high-quality service with high
productivity. We aim for this to develop into a business
that can efficiently build a safe and secure payment
environment for the entire financial industry. | sense a
convergence of market needs, technological innovation
and the Seven Bank Group’s expertise, and hope to

address the needs of society by steadily and continuously
pursuing this service.

We commenced international money transfer services
in 2011 to meet the needs of non-Japanese residents of
Japan. To make these services safe, secure and easy to
use, we offered them in multiple languages. Being able to
transfer funds in their native language and make inquiries
directly to our customer center gives non-Japanese
residents of Japan a sense of security. Our smartphone
application for international money transfers, “International
Money Transfer App,” is also available in nine languages.
In addition to being able to confirm transfer rates in local
currency, we are promoting initiatives to transmit community
information in cooperation with local governments. The
transmission of information in multiple languages during
disasters and other emergencies allows non-Japanese
customers not fluent in Japanese to receive the accurate
information they need. We see ourselves providing even
greater peace of mind.

Services offered with Seven Bank accounts, including
deposits, personal loans and debit, are showing steady
growth. We are also developing a new smartphone-based
digital payment application that will use Group synergies
to diversify our business. Beginning with Seven-Eleven in
June 2018, Group companies are launching smartphone
applications, and we are planning for roughly 10 million
downloads during the first fiscal year. In the spring of 2019,
we plan to launch a new digital payment application as “a
new platform for settlement” to make shopping more
convenient and, in stages, will make it mutually compatible
with the applications of other Seven & i Group companies.
Through these various forms of communication, we will
increase contact points with customers and deepen our
relationships, making it possible to create unique financial
products and services. | would like to develop new, unique
products for the financial sector like Seven-Eleven’s “Seven
Premium” products, which involve manufacturers from
the product planning stage. Implementing this will require
additional time but by analyzing customer feedback and
data to identify new needs, | want to develop and offer new
financial products and services that feature the “close-
by, convenient” characteristics of Seven & i Group stores.

As for overseas business, our consolidated subsidiary
in North America, FCTI, has completed the installation of
roughly 8,000 ATMs at U.S. 7-Eleven stores. This business
will now enter a new stage of full-scale operations that
will lead to higher earnings. With existing ATMs, this has

brought the total number of ATMs in operation to approxi-
mately 13,000. Going forward, we will enhance our earnings
strength by building a solid partnership over the long term
with 7-Eleven, Inc., the company that operates 7-Eleven
stores in the U.S. We will also use our expertise developed
in Japan to offer new services that go beyond conventional
ATM services to address local circumstances.

A corporate culture and organization
that make it easy to pursue challenges

We are positioning fiscal 2018 in two ways. The first is to
develop businesses launched in previous years, as the
second year under our Medium-Term Management Plan.
By doing this, we aim to generate solid earnings in fiscal
2019, the final year under the plan, and to achieve the
plan’s targets.

The second objective is to sow the seeds for new
businesses that will enable Seven Bank to continue to
grow beyond fiscal 2020. We expect Seven Bank’s
operating environment to undergo even greater change in
the future. | believe that changing times present many
opportunities, but those opportunities cannot be stored
away and will not wait. It will be important for our organi-
zation to maintain the diversity and flexibility to respond to
those opportunities appropriately. Seven Bank’s employees
come from a variety of backgrounds, including distribution,
retail and finance, and we have grown and developed by
bringing together their knowledge and expertise. This
means that internally, the Company is extremely rich in
diversity. In other words, without specifically trying, we
have created a world of diversity. | believe that having
open-minded discussions involving people with diverse
opinions and ways of thinking and creating a corporate
culture that can pursue challenges form the foundation
for a company’s growth and development. We will not
hold back in investing and implementing the policies
required for further achievements.

I Returns to shareholders

For fiscal 2017, we paid an annual dividend of 10.00 yen
per share, which consisted of an interim dividend of 4.75
yen per share and a 0.50 yen increase in the year-end
dividend, to 5.25 yen per share. We are planning to pay

I Strategy of adding depth and growth as social infrastructure

an annual dividend of 10.00 yen per share again in fiscal
2018, consisting of a 5.00 yen per share interim dividend
and a 5.00 yen per share year-end dividend. Our basic
dividend policy of steady increases in the dividend
amount—indicated when we announced the Medium-Term
Management Plan—is unchanged, with targets of a
consolidated payout ratio of at least 40%, while we maintain
an appropriate level of equity capital. We will continue to
strive for further business growth to meet the expectations
of our shareholders.

I To stakeholders

Following our Corporate Principle to be “a sincere company
that our customers trust,” we are proactively working to
create value for both society and the Company through
our main businesses by creating shared value (CSV).

Going forward, we will work sincerely and honestly to
address ESG-related issues—including climate change
and resource depletion (the environment), a contracting,
aging population, an increase in Japan’s non-Japanese
population, the concentration of people in large cities and
depopulation of rural areas (society), and maintaining
highly transparent management and building a healthy
corporate governance structure (governance)—to become
a company that generates continuous growth. | ask for
the continued support of all of our stakeholders.
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Efforts of Seven Labo to
Promote Innovation

The roles of Seven Labo and
missions to be achieved

even Labo is a team that promotes Companywide
innovation in light of changes in the world. Seven
Labo is responsible for support and leadership in coordi-
nating internal and external developments, with a focus
on activities that cross organizational boundaries. It was
named the “amoeba team” by top management and aims

to promote various projects by moving flexibly and swiftly
past organizational barriers, free from the constraints of
formats, boundaries or territories.
he team has three major missions. The first mission
is to promote open innovation and create new
businesses centered on partnerships with external
companies. The second mission is to further enhance the
spirit of innovation inside the Company. The team will
further invigorate efforts to “continue changing with the

4

Approach

Open innovation
Internal innovation

Blue ocean discovery

times, and provide new conveniences that are needed by
society, and are safe and easy to use for everyone.”

To that end, Seven Labo holds seminars for employees
and conducts various business creation programs.
The third mission is to locate the seeds of even more
new businesses. The team promotes external partnerships,
including joint research with universities, as well as activities
such as identifying themes through workshops with
companies.

The spirit and organizational culture
necessary to give rise to innovation

nnovation is the synthesis of new knowledge,
n bringing together businesses and technologies
that initially appear distant, to create a larger impact.
Seven Bank started from the combination of convenience
stores with an ATM service, one of the functions of a
bank, and has evolved into our current form by continuing
to innovate with a consistent focus on optimization. During
this process, members with a variety of values and
experiences who have a multifaceted understanding of
issues have fostered a culture of constantly taking on
new challenges, with a rapid awareness of new perspec-
tives and a broader point of view. An important part of this
process is to have a spirit of working tenaciously to achieve
a desired future. We also recognize the importance of
using rapid decision making to move swiftly. We have
reaped rewards by having the flexibility to further clarify the
future we initially envisioned, as we keep running forward.

n promoting new businesses, we emphasize having
n the “people who want to do it see it through.” For
some projects, we have a structure that allows employees
to focus their efforts at Seven Labo for a set period of
time, seeing their efforts through until a service is realized

Providing services to resolve social issues

o7 E2
Getcashat 7-ELEVEN

-

Cards issued overseas i money it service Barrier-fre
For overseas visitors to Japan For foreigners living in Japan

Customer-centered approach

and provided. Furthermore, because various partnerships
with people from a wide range of industries are essential
for bringing together businesses and technologies that
initially seem distant, we believe that it is necessary to
further expand our activities to create knowledge networks
outside the Company.

The future direction of innovation
that we aim for

e began with the simple service of offering cash

withdrawals and deposits at stores such as Seven-
Eleven, basically 24 hours a day, 365 days a year. We
then went on to achieve various innovations, including
evolving to ATMs that accept bank cards from financial
institutions nationwide and offer services for credit cards
and electronic money such as nanaco in addition to bank
cards, offering Japanese yen withdrawals with cards
issued abroad for overseas visitors to Japan and offering
the new function of making remittances from ATMs in the
native languages of foreigners living in Japan.
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e believe in discovering social issues and using

technology to resolve them. There are problems
that have not yet been solved for the customers of the
Seven & i Group and for the members of the larger
community. Our basic approach is to innovate by actively
adopting the technologies needed to resolve each of
these issues, one by one. By thinking from the standpoint
of customers, we are confident that we will be able to
see the way, regardless of the domain.
ollaborative creation with start-up companies

through open innovation is an effective way to
discover problems. We believe that we can catch up as a
business through the efforts of rising start-ups, solving
many more problems by creating a new world together.
There is no end goal in recognizing and continuing to
respond to change. It is important to continue changing
with the times.

Business creation through open innovation

everal services have already been started. The first
service is an instant wage payment service by
Doreming Co., Ltd. that utilizes our real-time money transfer
function. Although wages in Japan are generally billed at
the end of the month and then paid the following month,
the diversification of work styles, including cloud work
and the sharing economy, has led to changes in needs for
receiving wages, such as workers requesting immediate
payment for work performed. We were able to identify
these needs and develop a service through collaborative
creation with a start-up company. The ultimate aim of these
efforts is to change the conventional wisdom about receiving
a wage in Japan. Going forward, we will use this real-time
money transfer function to advance multiple partnerships
and expand the scope of our activities, including expense

Examples of open innovation
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Immediately receive payment | Revitalize local communities Invest with spare change Chatbots/Al
for work performed
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reimbursements, as we pursue convenience, while initially
specializing in salary payments.

n addition to creating new services, we are also
n investing in fields where synergies can be expected.
One of these is our investment in TORANOTEC Co., Ltd.
(app: toranoko), which makes “investing with spare
change” easy, and through a variety of shopping points.
We invested at an early stage and are beginning to see
an expansion of the service, in various forms. We have
also invested in Caulis Inc., a company that develops and
provides services that detect unauthorized access. This
investment looks to provide a safe and secure platform
for the loT era, which will connect everything to the Internet,
from cars to shops, in addition to smartphones and
computers. We are also considering new approaches
that reflect interests and tastes in the financial services
industry, where safety and security are given top priority.

e believe these efforts to create new services not
previously available and based on the standpoint
of customers will transcend the creation of value as the
service of Seven Bank and provide opportunities to bring
about social change. We view it as our mission to try
various approaches to realize new services appropriate
for the times.

Approaches using the latest technologies

part of Seven Bank’s Management Ethos is that
“we act to promptly introduce the benefits of

technical innovation and pursue self-development.”
In line with our basic stance of actively adopting the
technologies necessary to provide new value, we have
recently started to provide a bankbook app and an
international money transfer app on smartphones, and to
use RPA (robotic process automation) and chatbots, etc.

Whose needs should we address?
C
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ecause Al is a technology with extremely high
E potential, we are implementing Companywide
projects for its introduction in multiple divisions in the
ATM platform business. Currently, three projects are
under way. The first is a cash demand forecast project,
aiming for more advanced cash demand forecasts at
over 24,000 ATMs nationwide. The second project is an
approach that will fundamentally change how we handle
ATM maintenance. Currently we conduct regular inspec-
tions of ATMs, including the periodic replacement of parts
to prevent breakdowns, but customers are not able to use
these ATMs during inspections. If we could conduct
inspections when there was a sign of a breakdown, rather
than on a periodic basis, we would be able to minimize
downtime and could expect improved convenience. The
third project is an approach toward financial crimes in
which we are considering whether deep learning can
be used to identify suspicious transactions.

Seven Bank’s strength to continuously
bring about innovations

e consider our strength to be the continued creation
of new services that are a first for the world and for
Japan, based on value judgments centered on “trust and
sincerity” and “responding to change while strengthening
fundamentals,” which have been inherited from the Seven
& i Group. We will continue to think from the standpoint of
customers, question “common sense” and repeatedly
test hypotheses as we strive to offer more challenging
functions. This attitude is rooted in the culture of the
entire Company. Seven Bank’s business is supported by
many partner companies. We believe that one of our
strengths lies in strong coordination with a shared mind-set
in thinking and creating a new future together. Our partner

m Efforts of Seven Labo to Promote Innovation

Y

Keep trying out
new approaches

Discovering new business

Think on the {0, create a flow, gather people who want to do it
This looks interesting! Value in trying out new things

Create opportunities, change the atmosphere,

discover and stimulate human resources

—— Open innovation
Value empathy innovation is far away but it exists

See it through A quick response is good

companies are continuously trying out new approaches
with us to embody the needs of our customers, considering
the ATMs as their own rather than Seven Bank’s. The value
of these efforts is immeasurable. In other words, we believe
that the fusion of “the employee spirit to continuously
take on new challenges” with “team merchandising with
partner companies” is the greatest strength of Seven Bank.
oing forward, we will continue building our track
record, firmly resolving social issues through our
business activities and taking on new challenges.
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Value Co-Creation through ATMs that meet customers’ needs ™

Value Co-Creation through ATMs
that meet customers’ needs

ATM Functions That Anyone
Can Use with Peace of Mind

Our aim is for Seven Bank ATMs to be capable of being used by anyone at any time,

easily and with peace of mind.

Security button

The security button quickly alerts the
security operations center to dispatch
security staff immediately.

Interphone

Customers experiencing any problem
in ATM operation can contact a call
center using the interphone. The call
center service is available in
Japanese and English 24/365.

ATM screen

ATM displays have a special film to
protect customers’ privacy such
that the screen cannot be seen at an
angle from the periphery.

Cane/drink holder

During ATM transactions, customers
can put a cane, an umbrella and/or a
coffee cup in the holder.

* This holder is installed on ATMs inside
Seven-Eleven stores.

Measures to protect privacy

Camera

A camera records events when
users forget to retrieve their ATM
card or cash and when the warning
buzzer goes off.

Partitions

The partitions on the right and left
sides ensure privacy.

Electronic money card reader

Money can be loaded onto nanaco
electronic money cards, and the
balance can be checked.

* Some ATMs are not compatible.

Smartphone ATM
transaction service

Cardless ATM transactions are

~ available by reading a QR code using

a compatible smartphone app.

* Limited to some partner financial
institutions, etc.

Keypad

— The keypad is recessed to keep

others from viewing what is input.

Seven Bank ATMs are equipped with “rear-view mirrors” that allow users to see what is behind them, and the
screens are coated with a “special side-view prevention film” that stops people standing nearby from seeing
the displays when users input the PIN and monetary amount. In addition, the ATM notifies users if they forget

to take their card when they start to walk away, in an effort to make transactions safe and give people peace

of mind.
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Value Co-Creation through ATMs that meet customers’ needs ™

Making the Letters Easy to View and Read

With a screen and letters that are easy to view for everyone,
the Universal Design Font (UD font) has been adopted for
Seven Bank ATMs. The UD font simplifies letters and
improves layouts and spaces for easier distinction. It is
designed for the comfortable readability of everyone regard-
less of age, gender or disability.

For Customers with Visual Impairment

The ATM voice guidance service is available at all our ATMs.
This service was developed based on feedback from persons
with visual impairments. Listening to the voice guidance from
the interphone attached to each ATM, customers can operate
the buttons to withdraw or deposit money and check their
balance. This service is also available to customers of approx-
imately 540 financial institutions (deposit-taking financial
institutions including banks and securities companies).

Installing a Cane/Drink Holder for Persons
Using a Cane

We have been installing a cane/drink holder on ATMs inside
Seven-Eleven stores. During ATM transactions, customers
can put a cane, an umbrella and/or a coffee cup in the holder,
enhancing their convenience.

Easy-to-View Colors on the Transaction
Screen

With easy-to-view colors for everyone’s easier use of our
products and services, our ATM transaction screen is
Color Universal Design certified (CUD certified), excluding
the screen with guidance on operational hours and ATM
transaction fees.

* The “Color Universal Design (CUD)” is a concept of providing products
and services that are easy to use regardless of the color-blindness type.

Example of letters in the UD font used for our ATMs
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Handling Many Languages

For visitors to Japan and all Seven Bank account holders to be able to use our products and services with

peace of mind, we are enhancing the use of multiple languages.

For Visitors to Japan

Seven Bank ATMs accept cash cards and credit cards issued
overseas. For visitors to Japan to be able to use ATMs smoothly,
Seven Bank is working to increase the support functions of its
ATMs. The ATM screens and receipts are available in 12 languages.
After a set period has elapsed without input in case the customer
needs assistance operating the ATM, voice guidance will direct
the customer to a call center, where English-speaking operators
respond on a 24-hour basis.

For Seven Bank Account Holders

3 seven sanx L)
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Twelve languages available

Seven Bank accounts, which offer convenient international money transfer services, are used by
many customers of foreign nationalities residing in Japan. ATM transaction screens are available in
nine languages—Japanese, English, Tagalog, Chinese, Portuguese, Spanish, Viethamese, Indonesian

and Thai—so that all customers can use them with ease.

Services available in nine languages

ATM transaction screen for a Seven Bank account

"App Bankbook” for checking an account’s transactions
and other status

“International Money Transfer App” for convenient use of the
international money transfer services

Customer center service
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ATM transaction screen available in nine languages

—Topics

Participating in the Japan Braille Library
Open Office

To inform more people about our voice guidance service,
Seven Bank participated in the Japan Braille Library Open
Office* in November 2017. Visitors were able to use the
voice guidance service and gave positive feedback, includ-
ing the comment, “It felt like close attention was being paid
to the user, and it can be used with peace of mind.”

* Japan Braille Library Open Office:
A public event held by the Japan Braille Library featuring workshops to
introduce activities being undertaken for persons with visual impairment.

Using the voice guidance system
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—Topics

u
CO nve n I e n-t Ban k l \CCO u nt Receipt of the 2" Green Ocean Award
u €L 59 Besides providing services in multiple languages, the International Money ﬁ-i{
J u St LI ke a Wal I et Transfer App also supplies multilingual information about daily life and ﬁf‘if‘”
disaster information. This functionality was awarded the 2" Green Ocean §

fhutsr+idiise

Award at Sustainable Brands 2018 Tokyo*, held in March 2018. The award - R
] BoAplAATIOETL BT
. . ) ) . was given for developing a new market and resolving social issues, based | .
According to customers’ lifestyle, Seven Bank provides account services that can be accessed using o . o » - . o, ¥
) ) on the criteria of “resolving issues,” “future potential” and “collaboration. | & adkna A o
Seven Bank ATMs nationwide, a personal computer or a smartphone. . . . . . X }
Going forward, we will continue to work to resolve social issues and contribute | | T .

to local communities through our business activities.

. . * Sustainable Brands 2018 Tokyo:
Internatlonal Money TranSfer Serwces The customer opens a Seven Bank account An international conference that aims to integrate “sustainability” and “branding,” planting the seeds for next-generation innovation with

) ) . Registers the sender, recipient, etc. the participation of 11 countries, 12 cities and 10,000 people.
Seven Bank’s international money transfer services allow

funds to be sent overseas quickly via our more than 24,000 v
Seven Bank ATMs across Japan, as well as by personal In Japan

computer and smartphone. ATM transaction screens and After completing a money transfer transaction using Deposits
i . o a Seven Bank ATM, a personal computer or a
customer center services are available in nine languages, smartphone, the sender notifies the recipient of Ordinary Deposits
i i the money transfer control number (MTCN).
so that they can be used with peace of mind. Y ( ) Customers can make deposits, withdrawals and other transactions 24/365, in principle.

Time Deposits
Customers can make quick and easy time deposits starting from 10,000 yen. In addition to being able to select terms
ranging from one month to five years, customers can make a partial cancellation of the amount for an early withdrawal.

Recipient located overseas
A recipient provides the MTCN, etc., and receives the money.

“International Money Transfer App”—Iloaded with handy features for international money transfer 0:00 7:00 19:00 24:00
To enhance convenience of our international money transfer ~ Merits of the International Money Transfer App - e T T v
service, we offer the “International Money Transfer App,” 1. Can check transfer rates quickly Deposit — Free
which provides transfer rate information, a video guidance 2. Can add or delete a recipient using only the (Siﬁgﬁjréiﬁalélglgzl\rnn tlt'i:«,(l)rrl]staa():(tmn fees Bélance inquiry Free
on transfer procedures and a search function for available app g P ) \(Ii\g::rl]l%?rga\lvithdrawal for transfer) ¥108 Free ¥108
recipient locations worldwide. Also, this app can be 3. Can check notices from Seven Bank
accessed in nine languages—Japanese, English, Tagalog, and regional information anytime Transfer fees (including consumption tax) |22 ooven Bank account ¥54
Chinese, Portuguese, Spanish, Vietnamese, Indonesian * Atransfer transaction can be made 24 hours | T0 other financial institution’s ¥216
and Thai. a day, in principle. account

(As of July 1, 2018)

Mor nvenient Money Transfers to the Philippin .
ore Convenie oney Transfers to the Philippines Personal Loan Services

The Philippines is currently the main destination for international S aae5.00 2
money transfers, and since August 2017, funds can be sent to the
Philippines with our International Money Transfer App. This service was
realized through a tie-up with BDO Unibank, Inc., the Philippines’
largest commercial bank. In addition to sending funds easily and

Customers can apply for a personal loan at the same time as they open an account and can choose a credit limit of
100,000 yen, 300,000 yen or 500,000 yen. In addition, customers can apply to increase their credit line (300,000 yen
or 500,000 yen) during the contract term.

*To increase a credit line to 300,000 yen or 500,000 yen, the customer must be at least two months from
the initial conclusion of a contract.

gy TPIE

quickly with a smartphone at any time and in any place, the service is 708 =3 * Screening is required when applying for personal loan services. X

somane| maner | TEIEEE | seicme

also attractive for its low transaction fee.

Debit Service

Seven Bank issues the “Seven Bank Debit Card,” a Seven Bank cash card with
the “JCB Debit Card” and the nanaco electronic money functions. Because the
transaction amount is automatically deducted from the card user’s deposit
account immediately at the time of a transaction, a Seven Bank Debit Card can
be used just like cash while shopping.

Internet shopping with a debit card
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Overseas ATM Development

Drawing on its experience in Japan, Seven Bank strives to offer ATM services overseas through
its overseas consolidated subsidiaries.

® Launch of ATM Services at U.S. 7-Eleven Stores

FCTI, Inc., our North American consolidated subsidiary, began installing ATMs at U.S. 7-Eleven stores in August
2017, and had completed the installation of roughly 8,000 ATMs as of the end of March 2018. This brought
the number of ATMs operated by FCTI as of the end of March 2018 to 13,413. Going forward, we will pursue
group synergies with 7-Eleven, Inc., the operating company for 7-Eleven stores in the United States, and build a
solid partnership over the long term.

A 7-Eleven store in the United States (urban area) A 7-Eleven store in the United States (with adjoining gasoline station)

Installed at
7-Eleven stores
across the
United States

Number of U.S. 7-Eleven stores (As of December 31, 2017)

Approximately 8,000 ATMs installed at 7-Eleven stores in the United States

M 500 or more [ 200-499 ' 100-199 M up to 99 An ATM in a 7-Eleven store in the
United States

® Progress in the U.S. Market

Business Preparation Phase _— Achieve High Profitability

A
Develop new
Contribute services
to earnings ATM business in 7-Eleven Inc. in the United States
Stable operation/Expand number of ATMs
installed and number of transactions
Conventional ATM business
Oct. 2012 July 2015 March 2018 From 2020

FCTI, Inc. became wholly Executed an ATM Installation of about Next Medium-Term

owned subsidiary Placement Agreement with 8,000 ATMs at U.S. Management Plan

7-Eleven Inc. 7-Eleven stores completed Creating new styles of ATM

usage, strengthening earnings and
the ability to attract customers

This was one of the largest projects ever in the U.S. ATM industry,
with roughly 8,000 ATMs installed in the half year since the project
began in August 2017. With the cooperation of many subcontractors,
we were able to overcome issues as they arose, proceed with the
installations and complete this big project with no hitches.

The increase in the number of ATMs in operation from these
installations also created issues with regard to keeping them supplied
with cash, but working together as a team, we were able to identify
problems and address them one after another. The physical installations
also required a variety of methods because of differing store layouts.

Going forward, we will work with our subcontractors to ensure
that all ATMs run smoothly, to increase the number of transactions
they handle.

Jesus Carrillo
ATM Operations
FCTI, Inc.

Cultivating New Markets

PT. ABADI TAMBAH MULIA INTERNASIONAL, our F
consolidated subsidiary in Indonesia, is proceeding with
ATM installations at commercial facilities. As of March
31, 2018, the number of ATMs installed was 120.
Building on this project, we will explore entrance
into other regions and develop overseas business making
full use of Seven Bank’s know-how and infrastructure.

An ATM located in Indonesia
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Value Co-Creation through ATMs that meet customers’ needs ™

Offering a User Environment Where
Safety and Security Are Maximized

For customers to be able to use our ATMs anytime, an optimal structure is in place to quickly address
a breakdown or malfunction and restore normal ATM operation as soon as possible.

Normal Situations

® System Base Redundancy

The relay system that forms the backbone of the
network and ATM support centers and call centers
that are our points of contact with customers have
been set up in two locations in eastern and western
Japan to prevent interruption of transactions due
to a disaster or other reason. The relay system has
been structured to maintain normal operations,
without a moment of downtime.

® Monitoring Cash in ATMs

In cooperation with a partner security firm, we monitor
usage at every ATM and work to maintain the proper
amount of cash in every ATM at all times. To prevent
suspension of service due to running out of cash,
the security firm sets the timing of cash refills and
collections according to the usage pattern of each
ATM, thus keeping the frequency of such work to a
minimum.

® Security Measures

Seven Bank and its partner financial institutions are
connected by a network of dedicated lines. In
addition, data is encrypted according to the type of
transaction, with automatic detection of unauthorized
access.

Emergencies

® Response to Breakdowns and Malfunctions

We manage all ATMs and network systems in real
time in cooperation with partner companies. Our
system automatically sends out a signal upon the
occurrence of a breakdown or malfunction or physical
damage to the ATM, enabling a speedy and accurate
response.

©® Measures to Address Blackouts

To be able to complete a transaction uninterrupted
even when a blackout occurs during a transaction,
Seven Bank ATMs embed Uninterruptible Power
Supply (UPS) batteries. Even after the ATM is
suspended, the ATM user can still inquire using the
interphone, and security functions are maintained
for secure and safe ATM use even in an emergency.

® Business Continuity in a Disaster

To continue operations even in the event of a large-
scale disaster or an accident, Seven Bank has
prepared a business continuity plan (BCP). Various
functions of Seven Bank have been duplicated to
sustain operations even in the event that either of
our operational bases—one in the Tokyo metropolitan
area and the other one in Osaka—has shut down
due to events such as a disaster, by operating the
intact system in the other area.

Decision to introduce “Tokyo — Osaka Alternating Operation Method” for accounting systems

From 2018, the backbone servers for accounting systems at both the Tokyo and Osaka data centers began

alternating operations as primary servers. Previously, operations were divided between primary and backup

servers, but by changing to running operations by regularly switching primary servers, business continuity

planning (BCP) is enhanced and uninterrupted operations are possible 24 hours a day, 365 days a year.

________________

Seven Bank’s System Network

I Transaction data, etc.
mmmmm Security signals

ATM status monitoring
Data distribution
Phone calls

Personal computer, smartphone, etc.

Seven Bank Tokyo

Operations Banking system

center
| ]
Financial Crime
Accounting system

Risk Strategy

Planning and
Prevention Division
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ATM support center/
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Staff dispatched
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Security operations || Security operations
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! Report

Police
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Relay system:

System to relay the data on ATM transactions with our business partners such as partner financial institutions and

transmit/receive data that are necessary for the administration of ATM operations to external operational bases

Accounting system:

System to provide account services of Seven Bank such as ordinary deposits and personal loan services

Integrated ATM network: System network to connect ATMs of financial institutions with different business models such as city and regional banks

Zengin system:

Abbreviation of “Zenkoku Ginko (nationwide banks) data transmission system” to exchange data regarding transactions

such as money transfers between domestic banks and conduct fund settlements. Almost all private financial institutions
in Japan such as banks and Shinkin banks participate in this system.
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Measures to Prevent Financial Crime

We are introducing measures to prevent the increasingly diverse types of financial crime, protect customers’

valuable assets and ensure safe transactions. We have also established a specialist organization, CSIRT*,
to combat cyberattacks, which have become increasingly sophisticated and intricate in recent years.

® Cyber Security Measures at ATMs

Our ATMs have a camera for recording situations, screens and a keypad designed to keep others from viewing the
input. When customers make money transfers using our ATMs, an alert is shown on the screen or by voice to
remind the ATM user of a potential crime to prevent fraudulent money transfers. Our ATMs have an embedded
device to detect a suspicious object and prevent the fraudulent capturing of card information (skimming).

Moreover, to prevent financial crime from expanding, our ATMs are compatible with international-standard I1C
cards, and a system has been introduced to detect fraudulent ATM use.

©® Measures at Seven Bank Accounts

To prevent Seven Bank accounts from being abused for financial crimes, the Bank undertakes strict customer due

diligence procedures and identifies persons who have been involved in crimes in the past when customers apply to
open new accounts. After a new account is opened, the transaction status is monitored in real time by the Account
Monitoring System. To cope with increasingly sophisticated crimes targeting Internet banking, the measures

described below have been taken.

For individual customers * The Smartphone Authentication*2 has been adopted for Internet banking.

A system is in place to detect if a customer’s personal computer is infected
by malware*®.

For corporate customers » One-Time Password™ has been adopted.

Account Monitoring System:

We analyze the pattern of an account that was used for suspicious transactions, such as a fraudulent
money transfer, and check other accounts that show suspicious activity. In the event a suspicious
transaction or account activity is detected, the transfer is temporarily suspended and the transfer is
implemented after the authenticity of the transaction is verified with the initiating financial institution.

Money transfer to a Seven Bank account (scheme)
Other financial institution Seven Bank

I Instructions to make Account Monitoring System Implement  s—
a transfer

_ the transfer —————
Account initiating — No problem detected H Destination
the money transfer account
BANK

A suspicious transaction or
account activity detected

')
e O

Verify the
transaction

*1. CSIRT (Computer Security Incident Response Team): an organization that takes quick and appropriate measures in the event of computer
security-related incidents.

*2. Smartphone Authentication: Method to verify the right user for Internet transactions such as a “Money Transfer to a New Recipient” using a
dedicated app for a smartphone. The use of this authentication app requires a registration procedure.

*3. Malware: A general term referring to harmful software made for the purpose of accessing others’ computers in a fraudulent way to attack or
cause an information leak.

*4. One-Time Password: Password that is effective only one time (a certain duration only) to reduce the risk of fraudulent use by a third party.

—Topics
Commencing Support for Financial Institutions’ Measures to Counter Money Laundering!

Seven Bank, we are offering our expertise in preventing fraudulent accounts to Bank Business

Factory Co., Ltd., which began undertaking outsourced operations for account transaction —
monitoring in 2018. This service uses transaction data provided by partner financial institutions ~~ /YJ2-EJ=AI»DFI-
and identifies and regularly reports on suspicious transactions. Financial crime countermeasures

need to be constantly updated and enhanced, and meeting the needs of partner financial

institutions in this area helps them provide safe and secure settlement service.

Measures are being sought daily to counter increasingly intricate types of financial crime. At E

Accepting Cash Proceeds
from Sales (for Corporate Customers)

To address corporations’ need for “collecting sales proceeds from multiple stores quickly and safely,” we
provide the service of accepting cash proceeds from sales for corporate customers, such as those with
multiple branches and sales offices as well as restaurants and gasoline stations that operate until late at
night. When a person from a branch, sales office, restaurant or gasoline station deposits sales proceeds
with a card designed for that purpose at any Seven Bank ATM nationwide at the customer’s convenience,
the proceeds are immediately reflected in the customer’s account 24 hours a day, 365 days a year, in
principle. This deposit-only service, capable of being used every day at different ATMs inside well-lit
stores, means that customers can make their deposits at any time in safety and with peace of mind.

Corporate Customers (Stores, etc.) Acceptance of Cash Proceeds from Sales Corporate Customers (Head Office)

Internet banking services for corporat tomer:
Store Al—.. ernet banking services for corporate customers

S
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Stable, efficient operation of Seven Bank ATMs

Seven Bank ATMs seek to provide services as social infrastructure 24 hours a day, 365 days a year. This
means that we need to prevent service interruption that might happen when an ATM runs out of cash or for
another reason. In addition to having security companies replenish cash, sales proceeds from a Seven-Eleven
store can be deposited into an ATM. This provides funds to ATMs, which enables their stable, efficient operation
and also hedges against the risk of higher interest rates. It also makes store operations more efficient by
eliminating the need to take the sales proceeds to a bank for deposit. In addition, reducing the number of
times cash has to be delivered to an ATM contributes to a reduction in CO2 emissions in logistics. In these
ways, we maintain an awareness of low-cost operations while achieving an average operating rate of 99.98%.
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PART 3
Governan

Establishing a company
that provides value to society

The Medium-Term Management Plan formulated in
fiscal 2017 strives to diversify our operations while
steadily expanding our main ATM service business by
reinforcing our ATM platform business, settlement and
account business, and overseas business, to create a
foundation for long-term growth.

In fiscal 2017, the first year of the plan, we increased
both revenues and profit, achieving a new profit record.
In our domestic business, in addition to an increase in
the number of ATMs installed, services utilizing ATMs
in new ways got off to a solid start, and the total number
of ATM transactions grew steadily. In our overseas
business, our consolidated subsidiary, FCTI, Inc.,
completed the installation of ATMs at U.S. 7-Eleven
stores.

Amid these developments, | would like to report
that Yasuaki Funatake was appointed President and
Representative Director in June 2018. This change in
leadership and the review and revision of our board
structure will further reinforce our management struc-
ture, and Seven Bank will achieve even greater
success by continuing to provide a secure and efficient
payment infrastructure to customers.

President Funatake has supported the Bank’s ATM
business since its early days by building trust with
partner financial institutions. He has also produced
excellent results by overseeing management strategy,
finance, capital policy, human resources, and public
relations, IR and CSR activities involving stakeholders.
Furthermore, he has been a central figure in building
the foundation of and promoting our ATM platform
business, settlement and account business, and
overseas business, which our Medium-Term Manage-
ment Plan seeks to further reinforce. He was selected

(Governance
Report

. % 2
—
=35 it
Kensuke Futagoishi
Chairman and Representative Director

for the position of President and Representative Director
because he is the most qualified person to spearhead
the Bank’s implementation of the Medium-Term
Management Plan and ensure sustainable growth.

Since June 2018, the Board of Directors has
comprised 11 Directors, including five new Directors.
Among these, four are Outside Directors, including one
female. The Bank adopts the organizational form of a
Company with Audit & Supervisory Board Members,
and the four Audit & Supervisory Board Members,
including two Outside Audit & Supervisory Board
Members, also attend the Board of Directors meetings.

We recognize corporate governance as a critical
management issue and have established and published
the Corporate Governance Guidelines. In accordance
with these guidelines, we will disclose our actual
governance conditions and further incorporate the
diverse perspectives of our Outside Directors, who
have considerable experience and insight in their areas
of expertise, in addition to those of our Directors with
executive authority over operations, who are well
versed in the Bank’s operations. Furthermore, we will
enhance our corporate governance system with audits
by the Audit & Supervisory Board Members, taking
outside criticisms and evaluations to heart, and make
every effort to further strengthen our corporate
governance.

We will continue to strive for sustainable growth
and increased corporate value, coordinating more
closely with our Inside and Outside Directors, and
engaging in ESG activities based on vigorous debate.
We would appreciate the continued support and
encouragement of our stakeholders.
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Corporate Governance

Basic Views

As a bank that owns and operates an ATM network that manages deposits from a large number of
customers and has a nature similar to that of public infrastructure, the Bank recognizes that ensuring
disciplined corporate management is vital in responding to social trust and seeks to ensure effective
corporate governance. This is achieved by maintaining and improving corporate governance and
compliance systems to ensure transparent, fair and swift managerial decision making; clarifying the roles
and responsibilities of executives and employees; strengthening management oversight functions; and
ensuring equitable operations.

The Bank adopts the organizational form of a Company with Audit & Supervisory Board Members.
At the Board of Directors, the Bank ensures effective corporate governance through decision making
by Directors with executive authority over operations who are well versed in the Bank’s operations and
Outside Directors who have considerable experience and insight in their areas of expertise as well as
through the audits by the Audit & Supervisory Board Members.

Corporate Governance System Overview

Main items Value

Organizational design Company with Audit & Supervisory Board Members

Number of Directors

11 (4) *as of 19, 201
(number of Qutside Directors) (4) "as of June 19, 2018

Number of Audit & Supervisory Board Members

(number of Qutside Audit & Supervisory Board Members) 4(2) "as of June 19, 2018

Number of meetings of Board of Directors

13 (92%) *Fiscal 2017
(Average attendance by Outside Directors) (92%) “Fisca

Number of meetings of Audit & Supervisory Board

14 (100%) *Fiscal 2017
(Average attendance by Outside Audit & Supervisory Board Members) (100%) “Fiscal 20

Directors’ terms of office One year

Optional committees of Board of Directors Compensation Committee

Auditor KPMG AZSA LLC

Corporate Governance System

@ Board of Directors

As of June 19, 2018, the Bank’s Board of Directors consisted of eleven Directors, including four Outside Directors.
The Board of Directors meets, in principle, once a month to decide on the Bank’s basic management policies and
important operational issues and to supervise the execution of duties by Directors with executive authority over
operations and Executive Officers.

The Board of Directors has established the Executive Committee as a decision-making body concerned with
operational implementation within the scope delegated by the Board of Directors. In principle, the Executive Committee
meets on a weekly basis to deliberate on the implementation of important operations, including the formulation
or amendment of important business plans; the acquisition and disposal of important assets; important credit
provision-related issues; the payment of large debts and expenses; important credit management issues; rewards
and sanctions for employees; important issues related to employees’ working conditions and benefits; the estab-
lishment, change and abolition of important elements of the organization; and the formation, revision and elimination
of important rules and policies, in addition to conferring on issues to be deliberated by the Board of Directors prior
to its meetings. Since June 20086, the Bank has adopted an executive officer system, and the Executive Committee
comprises Executive Officers and others nominated by the Board of Directors.

@ Analysis and Evaluation of Effectiveness of the Board of Directors

The Bank has been conducting an evaluation of the effectiveness of the Board of Directors annually since fiscal 2015.
Concerning the effectiveness of the Board of Directors for fiscal 2017, the Bank conducted a questionnaire

study for Directors and Audit & Supervisory Board Members and, based on a summary of the results, discussion and

evaluation took place at the Board of Directors meetings. The results of the evaluation are described below.

(1) The Board of Directors meetings include Outside Directors, thereby collectively possessing diverse knowledge, experi-
ence and capabilities. Though active discussions among Directors and Audit & Supervisory Board Members, the Board of
Directors has been fully functioning both in decision making and supervision, thereby ensuring the effectiveness of the
Board of Directors as a whole.

(2) At the same time, to address the following issues and make improvements, the Board of Directors shall be required to
further devise new ideas regarding the provision of information from the executives.

0 Continue to consider the Bank’s form of business and business strategies, etc., from a long-term perspective
[ Enrich the deliberation based on the content, status and position of the items on the meeting agenda

® Audit & Supervisory Board

As of June 19, 2018, the Bank’s Audit & Supervisory Board consisted of four Audit & Supervisory Board Members,
including two Outside Audit & Supervisory Board Members. The Audit & Supervisory Board meets, in principle, at
least once a month to receive reports regarding important auditing-related issues and deliberate and make decisions
thereof. The Audit & Supervisory Board convenes with Representative Directors, the Internal Audit Division and the
Accounting Auditor on a regular basis to exchange opinions and make requests as necessary on issues to be
addressed by the Bank, the status of improvements to the Audit & Supervisory Board Members’ auditing environment
and important auditing-related issues. In addition, the Audit & Supervisory Board Members oversee and verify from
the following perspectives the status of fulfillment of legal obligations, including the duty of diligence of a good
manager and the duty of loyalty, with regard to resolutions of the Board of Directors and other decision making by
Directors.

1) There shall be no material and careless errors in recognizing the facts on which a decision is made.
2) The decision-making process shall be reasonable.

(

(

(3) The content of a decision shall not violate laws and/or the Articles of Incorporation.

(4) The content of a decision shall not be apparently unreasonable from an ordinary corporate manager’s perspective.
(

5) The interest of the Bank shall be considered first, not the interest of Directors or a third party, in making a decision.
To assist the Audit & Supervisory Board Members and facilitate the operation of the Audit & Supervisory Board,
the Audit & Supervisory Board Members’ Office has been established and employees have been positioned in place.
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® Corporate Governance Structure

General Meeting of Shareholders

Appoint/Dismiss Directors Appoint/Dismiss Appoint/Dismiss
. Audit . . Support . .
Board of Directors < Audit & Supervisory Board <«—— Audit & Supervisory
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©® Compensation Committee

As an auxiliary organization to the Board of Directors, the Bank has established the Compensation Committee,
chaired by an independent Outside Director. The committee is delegated by the Board of Directors to recommend
candidates for Director to be put on the agenda at a General Meeting of Shareholders, to recommend candidates
for Executive Officer to be put on the agenda at a Board of Directors meeting and to supervise a plan on successors
to the position of Director, etc.

The Compensation Committee shall deliberate the following matters regarding the Bank’s Directors and Executive
Officers.

(1) Compensation and bonuses (3) Selection of candidates for Director or Executive Officer

(2) Other important matters concerning compensation (4) Other important personnel matters regarding Directors

® Reasons for Appointment of OQutside Officers

Name Reasons for Appointment

The Bank can expect that Mr. Makoto Kigawa’s experience and insight as Representative

Makoto Kigawa | e ctor of YAMATO HOLDINGS CO., LTD., etc., will contribute to the management of the Bank.
® Mr. Toshihiko Itami possesses insight on corporate legal affairs, etc., nurtured for many years
% Toshihiko Itami through his career as a prosecutor. We can expect his expertise to contribute to the management
(<]
= of the Bank.

(=]

§ Koichi Fukuo The Bank can expect that Mr. Koichi Fukuo’s experience and insight as a manager at Honda
*g Motor Co., Ltd., etc., will contribute to the management of the Bank.

(=}

The Bank can expect that Ms. Yukiko Kuroda’s experience as a corporate manager and her
Yukiko Kuroda insight related to the development of human resources who can handle global business will
contribute to the management of the Bank.

The Bank can expect Ms. Naomi Ushio to utilize her expertise and insight gained as a university
Naomi Ushio professor, and her experience as an outside director and outside corporate auditor at other
companies, to contribute to improved corporate governance.

The Bank can expect Mr. Kunihiro Matsuo to utilize his insight accumulated over many years
Kunihiro Matsuo as a prosecutor, and his experience as an outside director and outside corporate auditor at
other companies, to contribute to improved corporate governance.

Supervisory

Outside Audit &
Board Members

(As of June 19, 2018)

® Independence Standards for Independent Qutside Directors

The Bank’s Independence Standards for Outside Officers are as follows.

1. Is not a person with executive authority over operations of the Bank’s parent company or fellow subsidiary
(or has been in such position in the past, hereinafter, the same applies to each item);

2. Is not a person for which the Bank is a major business partner or a person with executive authority over such entity’s
operations, or a major business partner of the Bank or a person with executive authority over operations of such entity’s
operations;

3. Is not a consultant, an accounting professional, a legal professional or a person belonging to an organization that
receives a significant amount of monetary compensation from the Bank, other than officers’ compensation;

4. Is not a major shareholder of the Bank or a person with executive authority over operations of such shareholder; or

5. Is not a close relative to a person that falls under any of the above or a relative by blood or marriage within the second
degree to a person with executive authority over operations of the Bank.

® Officers’ Compensation

Officers’ compensation is determined by comprehensively taking into account factors including contribution to the
Bank, content and importance of duties, and performance of duties. The Bank has established the Compensation
Committee as an organization under the Board of Directors to propose specific amounts of officers’ compensation.
The committee is chaired by an independent Outside Director and consists of two Outside Directors and two
Representative Directors. The specific amount of compensation for Directors is proposed to the Board of Directors
by the Compensation Committee within the annual limits for compensation approved by the General Meeting of
Shareholders, and the final decision is made by resolution of the Board of Directors. Compensation for Audit &
Supervisory Board Members is determined through discussion at the Audit & Supervisory Board within the annual
limits for the compensation approved by the General Meeting of Shareholders.

@ Internal Audit and Audit by Audit & Supervisory Board Members

The Bank has in place the Internal Audit Division, which is independent of the Bank’s other divisions engaging in
business operations, and directly reports to the President and Representative Director.

The Internal Audit Division annually sets a basic policy for internal auditing plans and priority issues to be
addressed, which are to be approved by the Board of Directors. Individual internal auditing plans are formulated by
the General Manager of the Internal Audit Division, and approval of these plans is obtained from the President and
Representative Director, who is the officer in charge of the Internal Audit Division.

Individual internal audits are conducted by investigating and evaluating the following items to discover problems,
if any, and suggest how to address them. The results of these audits are reported to the President and Representative
Director, the Executive Committee and the Audit & Supervisory Board Members.

A. Systems for and the current status of legal compliance

B. Appropriateness and effectiveness of internal controls over financial reporting

C. Systems for and the current status of customer management, including customer protection

D. Systems for and the current status of risk management

E. Internal management systems at each operational department and appropriateness and effectiveness thereof

F. Appropriateness and effectiveness of internal management systems as a whole, based on items A. through E. above.

Internal audits are conducted on all of the Bank’s divisions and systems, including those of its subsidiaries.
Audits are also conducted on the operations of the Bank’s major outsourcing contractors regarding the status of
management by its relevant internal divisions, as well as on the outsourcing contractors themselves, within the
scope agreed with them.

Audit & Supervisory Board Members perform audits on the execution of duties by Directors by attending the
Board of Directors meetings or other means. In addition to conducting their own operational and accounting audits
of the Bank and its subsidiaries, Audit & Supervisory Board Members receive reports on results of external audits
by the Accounting Auditor and check the appropriateness thereof.
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Audit & Supervisory Board Members receive periodic reports from the Internal Audit Division on its audit plans
and results, and request investigations as necessary to ensure that the audit results of the Internal Audit Division
are effectively utilized for internal control system audits by Audit & Supervisory Board Members. In addition, Audit &
Supervisory Board Members receive reports on the status of improvement and operation of internal control systems
regularly or as necessary from the divisions in charge of internal control functions, and ask for detailed expla-
nations as necessary.

The Audit & Supervisory Board prepares audit reports for each fiscal year based on audit reports submitted by
individual Audit & Supervisory Board Members. The Audit & Supervisory Board and the Accounting Auditor hold
regular meetings to exchange opinions for mutual collaboration.

The Bank has an audit contract with KPMG AZSA LLC, which conducts accounting audits of the Bank.
The names of the certified public accountants who performed duties during fiscal 2017, as well as the composition
of the supplementary personnel who were involved in the accounting audit duties, are as follows:

Names of the certified public accountants who performed accounting audit duties
Hiroyuki Yamada, Designated Limited Liability Partner, Engagement Partner
Hiroshi Umetsu, Designated Limited Liability Partner, Engagement Partner

Composition of the supplementary personnel who were involved in accounting audit duties
Seven certified public accountants and nine other persons

@ Status of Improvement and Operation of the Internal Control Systems

Concerning the system upgrades stipulated in Article 362, Paragraph 4, ltem 6 of the Companies Act, the Board of
Directors made a resolution on May 8, 2006, on matters to be implemented by the Bank. Progress of the details of
this resolution is reviewed each fiscal year. Based on this resolution, Seven Bank strives for good corporate governance
and internal control, while ensuring appropriateness in the Seven Bank Group’s operations.

Promoting Close Communication

Seven Bank aims to deepen the understanding of shareholders and investors in its business
activities by providing accurate information on the financial position and management strategies
of the Bank. We utilize the evaluation of the Bank on the stock market for our management and
further enhance our IR communication, thereby increasing corporate value.

® To Deepen Communication with Shareholders and Investors

To facilitate the understanding of shareholders and investors on its business activities, Seven Bank
conducts active disclosure of management information that goes beyond statutory disclosure.

List of Tools for Dialogue

b Distribution of videos and audio recording of the financial
results presentations for analysts and institutional investors
(Japanese and English)

b Issuance of Business Report in Japanese
P Issuance of Annual Report in English

> Issuance of Shareholders Newsletter in Japanese

P Posting information on the Bank’s Web page for individual A 2
investors in Japanese Presentation meetings for individual investors

IR Calendar (Major activities in fiscal 2017) *For analysts and institutional investors

N I I T T

® Financial results ® Financial results for ° E;??Rg':égﬁ?ﬂts ° fé??ﬁg'ﬁliiﬁs"'ts
for the fiscal year the first quarter quarter quarter

Financial ® Presentation about © Presentation about

® Conference call* ® Conference call*

Statements financial results* financial results*
® Annual General Meeting of ® Presentation meetings
Shareholders for individual investors
o @ |ssuance of
Communication ® |ssuance of Business Report Shareholders ® |ssuance of the Interim
: in Japanese Newsletter in Business Report in Japanese
Using Useful Japanese

Tools

® Issuance of Annual Report in English

Overseas IR ® Europe ® North_ ® Asia
Activities America
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— Seven Bank Management Team (As of July 1, 2018)

Kensuke Futagoishi  Yasuaki Funatake

Chairman and Representative Director ~ President and Representative Director
In charge of Internal Audit Division

+n
Hisanao Kawada Kazutaka Inagaki

Director, Managing Executive Officer Director, Executive Officer
General Manager of Business General Manager of Sales
Promotion Division Management Division

In charge of Business Promotion In charge of Sales Management
Division and Retail Banking Division Division and ATM Administration
Division

Toshihiko Itami

Outside Director

Makoto Kigawa

Outside Director

Kazuhiko Ishiguro
Director, Senior Managing Executive

Officer

In charge of System Development
Division, ATM Solution Division and
Operations Division

Katsuhiro Goto

Director

Koichi Fukuo

Outside Director

Yukiko Kuroda

Outside Director

Taku Oizumi

Director, Managing Executive Officer

Audit & Supervisory Board Members

Isamu Hirai

Full-time Audit & Supervisory
Board Member

Akihiko Shimizu
Full-time Audit & Supervisory
Board Member

Naomi Ushio

Outside Audit & Supervisory
Board Member

Kunihiro Matsuo

Outside Audit & Supervisory
Board Member

Executive Officers

Masaaki Matsuhashi

Senior Managing Executive Officer

In charge of Customer Service
Division and Seven Labo

Hiroshi Takeuchi

Managing Executive Officer
General Manager of Planning
Division

In charge of Planning Division and
Treasury Division

Takashi Koyama

Executive Officer

General Manager of System
Development Division

Tsuneo Nagashima

Executive Officer
On loan to FCTI, Inc.

Tomofumi Oguchi

Managing Executive Officer

In charge of International Money
Transfer Division

Koji Maekawa

Executive Officer

In charge of Risk Management
Division and Financial Crime Risk
Strategy Planning and Prevention
Division

Miya Kitayama
Executive Officer

General Manager of Business
Promotion Division

Kenichi Yamamoto

Managing Executive Officer
General Manager of General Affairs
Division and Human Resources
Division

In charge of General Affairs Division
and Human Resources Division

Hiroshi Ishimura

Executive Officer

General Manager of Retail Banking
Division

Koji Fukasawa

Executive Officer

General Manager of ATM Solution
Division
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Risk Management Initiatives

The “Policy on Risk Control” established by the Board of Directors as an overall risk management policy,
risk management policies regarding specific risks and internal organization for risk management and

risk management structure have been formulated. Based on the Policy on Risk Control, the Executive
Committee has established detailed rules and regulations related to 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 Management Committee and the Asset-Liability Management
(ALM) Committee act as advisory bodies for the Executive Committee with respect to risk management.

® Overall Management of Risk

The Bank observes its basic policies relating to overall
risk management, which are governed by the Policy
on Risk Control and Overall Risk Management Rules
established under the policy. The Bank manages risk
comprehensively, evaluating risks by category and
comparing them with capital.

@ Credit Risk

The Bank observes its basic policies relating to credit
risk, which are governed by the Policy on Risk Control
and the Credit Risk Rules established under the policy.
Currently, our risk management activities relating to
credit risk are limited to the ATM settlement business,
the ALM of interbank deposits placed with top-rated
partner financial institutions, bonds, the lending of
funds in the call-money market, temporary ATM payment
amounts due and small personal loans to minimize
credit risk. In addition, the Bank performs self-assess-
ment of asset quality as appropriate and establishes
an allowance for credit losses in accordance with its
self-assessment and reserve policies and rules.

©® Market Risk

The Bank observes its basic policies relating to market
risk, which are governed by the Policy on Risk Control

and the Market Risk Rules established under the policy.

The Market Risk Rules include the limits on the maxi-
mum level of funds at risk, the market position limits
and the loss allowance limits. The Risk Management
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. At
the ALM Committee meeting held once a month, the
Bank’s market risk position, expected trends in interest
rates and other matters are reported and the policy
for the risk management operation is determined.

@ Liquidity Risk

The Bank observes its basic policies relating to liquidity
risk, which are governed by the Policy on Risk Control
and the Liquidity Risk Rules established under the
policy. The Liquidity Risk Rules include the limits
regarding the cash gaps arising from differences
between the period of the management of invested
funds and the timing of the liquidation. 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. To prepare for emergency events requiring
immediate funding, the Bank has devised preemptive
comprehensive countermeasures to be able to take
quick and flexible Companywide action by scenario,
and therefore does not expect to experience a major
liquidity problem.

® QOverall Management of Operational Risk

The Bank observes its basic policies relating to opera-
tional risk, which are governed by the Policy on Risk
Control and the Operational Risk Rules established
under the policy. The operational risks include, the
Bank recognizes, administrative risk, systems risk,
reputation risk, legal risk and other operational risks,
and these risks have been managed comprehensively
from a qualitative and a quantitative standpoint.

@ Administrative Risk

Seven Bank’s business consists primarily of the
execution of transactions, mainly through its ATM
network, without involving face-to-face interaction.
The Bank observes its Administrative Risk Rules,
which were established in accordance with the Policy
on Risk Control, which includes a basic policy regarding
administrative risks particularly due to this special
characteristic of our business. To manage administrative
risks, we have improved the administrative rules that
are based on transactions without face-to-face
interaction. In addition, the Bank works to prevent
administrative errors and employee misconduct

through self-monitoring and appropriate audits of all
department/divisions, offices and centers and rigorous
internal audits by the Internal Audit Division. To address
any problem found through scandals, operation-related
accidents, complaints and inquiries, the Bank has a
system in place to quickly analyze the cause of such
problems and determine measures to prevent their
recurrence. Furthermore, by verifying administrative
error reports and self-monitoring, the Bank strives to
recognize the occurrence of administrative errors in all
divisions and centers and manage administrative risk,
including potential administrative risk.

® Systems Risk

The Bank observes its basic policies relating to systems
risk, which are governed by the Policy on Risk Control
and the Systems Risk Rules established under the policy.
The Bank seeks to thoroughly improve systems devel-
opment efficiency, service quality and safe operation
of systems. The system configuration includes the full
utilization of the cutting-edge IT (information technology),
a dual or multilayered network and hardware equip-
ment, and a backup center designed to engage in the
event of a natural disaster or systems failure. Libraries
such as files and programs are backed up as appro-
priate based on the relative importance to operations,
and such backup data is stored offsite as a precaution
against unforeseeable events. In addition, the Bank
takes the utmost care in information management,
including the use of firewalls to block unauthorized
access to the Bank’s system, monitoring access 24
hours/day and 365 days/year, encrypting all electronic
transactions with customers and employing antivirus

Risk Management Structure

Board of Directors

software. Furthermore, so that the customers can use
the Bank’s services with peace of mind, the Bank has
prepared a business continuity plan in advance to
prepare for unforeseen events such as service inter-
ruptions or disasters, and has set up a framework for
conducting regular drills and other measures.

® Reputation Risk

The Bank observes its basic policies relating to
reputation risk, which are governed by the Policy on
Risk Control and the Reputation Risk Rules estab-
lished under the policy. The Bank works to gather
information concerning its reputation on a daily basis
and maintains a response system, including a company-
wide communication structure and timely and
appropriate disclosure to deal with events that affect
its reputation.

® Legal Risk

The Bank observes its basic policies relating to legal
risk, which are governed by the Policy on Risk Control
and the Legal Risk Rules established under the policy.
The Bank strives to minimize or prevent the manifestation
of legal risks and address such risks accurately and
efficiently to avert or minimize losses in the event that
such risks materialize.

® Other Operational Risks

The Bank observes its basic policies relating to other

operational risks, which are governed by the Policy on

Risk Control. The major other operational risks recog-

nized are human risk and tangible assets risk and have
been managed.

(As of July 1, 2018)
Formulate Policy on Risk Control

| Decide management framework

Place matters on the agenda/ReportI | Direct
I ¥

Place matters on the agenda/
Express opinions I l Consult

ALM Committee

Place matters on the agenda/
Report

2

Executive Committee  Determine each risk’s management rules

Place matters on the agenda/
Express opinions I l Consult

Risk Management Committee

Place matters on the agenda/
Report

Overall Risk Management Department (Risk Management Division)

Market risk
(Risk Management Division)
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Liquidity risk
(Risk Management Division)

Credit risk (Risk Management Division)

Overall management of operational risks (Risk Management Division)

Administrative risk (Operations Division)
Systems risk (Risk Management Division)
Reputation risk (Planning Division)

Legal risk (Risk Management Division)

Other operational risks
(Risk Management Division)

Human risk

(Human Resources Division)
Tangible assets risk
(General Affairs Division)
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Compliance Initiatives

The Bank regards compliance with applicable laws and societal norms as a fundamental prerequisite
to earning the trust of society. Being 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,
which is one of the priority issues of management.

® Compliance Systems

The Bank designates a responsible person in each
internal division as a compliance officer to implement
thorough compliance and serve as a point person
to consult on compliance-related problems. The Risk
Management Division, led by the officer in charge,
works as the Bankwide compliance division to

Compliance System (Detail)

improve accountability and responsibility, self-supportive
capabilities and mutual checks to create an organization
with an inherent self-monitoring function. In addition, the
Compliance Committee, which acts as an advisory
body for the Executive Committee, reviews and evalu-
ates all significant compliance-related issues.

Officer in Charge of Risk Management Division

Report/ (As of July 1, 2018)
Recommend
— Board of Directors — Audit & Supervisory Board
Formulate Check
Place matters on the agenda/Report Direct
Companywide supervision and management Express Review/Evaluation functions
opinions
Executive Committee < N Compliance Committee
Consult 4
Representative Directors Report/Propose
Chairman President
General Manager, Internal Audit Division
Report/Propose

Supervision/Review Functions

General Manager, Risk Management Division

Third Check System

A 4

Promote

Compliance Management Division]

Compliance Manager

Report/
Communicate/

Employees

Self-Review/Correcting Functions

Compliance Officers (Managers of divisions and offices)
Report/Communicate/Consult T l Direct/Implement/Train

Consult

Compliance Manual, Compliance Program

© Report/Communicate/Consult | iDirect/Implemeni/Train

Detailed Compliance Guide | Compliance Implementation Plan

@ Compliance Program

The Bank establishes a compliance program each
fiscal year that sets out the compliance implementation
plan for that year. The Board of Directors reviews and
evaluates the progress and implementation status of
the compliance program for the relevant year and,
based on such reviews and evaluations, formulates a
compliance program for the following fiscal year.

® Compliance Manual

To thoroughly implement compliance, the Bank has
established a compliance manual and has all employees
periodically review it by reading it aloud. The content
of the manual has been updated when necessary in
line with revisions and abolition of laws and regulations.
To disseminate the content of the compliance manual
thoroughly, the Bank is implementing various kinds of
compliance training sessions.

® Main Compliance Issues

1. Prevention of Money Laundering and Financial Crimes
The Bank focuses on preventing the opening of
fraudulent accounts by conducting strict customer
verification and other due diligence procedures
when customers apply to open new accounts.

Moreover, the Bank has established the Financial
Crime Risk Strategy Planning and Prevention Division
as a dedicated unit to combat financial crimes. By
monitoring and filtering accounts on a daily basis,
this division works to prevent money laundering,
eliminate fraudulent accounts, prevent fraudulent
bank transfers and other fraudulent activities, and
cooperate with the police and other governmental
authorities appropriately.

2. Response to Antisocial Groups
The Bank has ordinarily been making focused efforts
to eliminate any form of relation with antisocial
groups and keep such forces away by collecting
and accumulating information related to antisocial
groups and conducting preliminary reviews based
on such information before starting new business
transactions. Also, among other steps, since January
2010, the Bank has asked applicants opening
accounts to sign an affidavit stating they are not
associated with antisocial forces. By including the
provisions that explicitly indicate the exclusion of
organized crime groups in the transaction rules and
other clauses, the Bank can reject the account
application and close the account upon finding that
the customer falls under or is associated with antisocial

forces. In addition, the Bank conducts regular training
for officers and employees to ensure they can take
appropriate actions in an organized manner against
wrongful demands and other similar events in
accordance with internal rules and regulations.

® Compliance Consultation System

The Bank has established a Compliance Consultation
System to identify and address compliance issues
early, and prevent reoccurrences. The system provides
contact points for both internal and external consul-
tation and reporting.

As contact points for employees to seek consul-
tations or report issues, a Compliance Consultation
Desk within the Company and a Groupwide Help
Line (a consultation and reporting contact point for
all Seven & i Group companies) outside the Company
have been established, and posters with contact
information have been posted and booklets with contact
information have been distributed to all employees
to ensure their awareness of these contact points.

Furthermore, to promote fair transactions and
provide safe and secure services for customers, a
Suppliers’ Help Line (a consultation and reporting
contact point for all Seven & i Group companies) has
been established for suppliers.

® Dissemination of Compliance

With the belief that compliance with laws and regula-
tions is a prerequisite for gaining trust from stakeholders,
the Bank positions compliance as a priority managerial
issue.

HRUC.CR
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Compliance Consultation System

Suppliers’ Help Line
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Creating Safe Workplaces
That Promote Employees’
Growth

“Human resources” are the most important asset for Seven Bank’s continuous growth.
We are working to create environments in which all employees can utilize their full potential,
while maintaining a system that ensures a healthy work-life balance.

Providing Opportunities for Growth

Seven Bank provides opportunities for growth through business expansion that utilizes each individual
employee’s full potential.

Education and Training

® Supporting Employees’ Desire to Grow

For a company to grow, it is important to increase the Training and seminars provided by
capabilities of each individual employee. At Seven Bank, Seven Bank

we divide employees’ growth into two stages—one for
the development of professional abilities and the other
for the display of professional abilities—and hold various

Training for new employees
Training for employees who joined the Bank midcareer
Send employees to graduate courses (2 employees

training programs to give employees the knowledge were sent during fiscal 2017)

and skills they need at each stage. We are also em- Overseas training (2 employees were sent
phasizing training that allows employees to communicate during fiscal 2017)

in foreign languages, and we support language studies Training on communication

Aids for various types of e-learning (used by 116

with supplementary correspondence education and employees during fiscal 2017)

outside training.

| was selected to participate in the Ministry of Economy, Trade and Industry’s
Start Next Innovator 2017, a half-year program in Japan followed by training
in Silicon Valley. By interacting with members from other companies with a
wide variety of backgrounds, | was able to gain many things: knowledge,
skills, mind-set and bonds with important friends. Building on this experience,
| approach my job with a deep sense of responding to change while strength-
ening fundamentals.

Yasuhiko Shimada, Customer Service Division
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@ Valuing an Attitude of Challenge

We value employees who pursue challenges on their own. To motivate
employees toward new business creation, we provide a variety of support
opportunities. Continuing from the previous year, during fiscal 2017, we
held seminars with invited outside entrepreneurs, workshops to devise
ideas for new businesses and other programs. One of our activities in

the area of open innovation is to collect proposals from inside and outside -

_ . . Fuot T~V R
the Bank for new services and businesses to be provided by our newest vy ey se—
generation of ATMs. These proposals are presented to management and AN A0 AE—E
cooperating companies. Several ideas have been adopted and we are e e, ml)

studying their business potential.

Internal presentation

Creating Safe Work
Environments

Employees need to have a safe work environment
to utilize their full potential. We provide various
types of support to allow flexible ways of working,
so that our human resources, which are very
important to the Bank, encounter no individual
circumstances that prevent them from displaying
their capabilities.

Embracing Diversity
® Re-Challenge Plan

We have established a plan that helps employees
continue working after having children, while caring
for children or while caring for family members. This
plan also helps people return to work after a temporary
leave of absence.

©® Work-at-Home System

A work-at-home system has been in place to allow
employees experiencing difficulty in commuting for
such reasons as pregnancy, child care, nursing care
for their family or injury to continue working.
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Announcement of an external event

Data on employees and employment
(As of March 31, 2018)

Number of employees (male/female)*’ 468 (297/171)
Number of part-time employees (male/female)*? 13 (7/6)
Number of temporary staff (male/female) 21 (5/16)
Average service years of employees 7.3 years
Ratio of female managers* 14.7%
Ratio of employment of persons with a disability 2.40%
Ratio of paid leave taken by employees 86.9%

*1. Excluding officers, executive officers, employees seconded from the Bank to
external companies, part-time employees and temporary staff; and including
employees seconded from external companies to the Bank.

*2. Number of part-time employees: average number of workers per month
assuming 8 work hours a day

*3. Ratio of female managers excludes those seconded from the Bank to the
Seven & i Group companies and those seconded to the Bank from
companies outside the Group but includes those seconded to the Bank
from the Group companies.

(Fiscal 2017)

Number of persons promoted to regular employee (male/female) 3 (0/3)

Number of employees who took a leave for child care (male/female) 16 (2/14)

Number of employees who took a leave for nursing care (male/female) 0
Number of employees who used the shorter work-hour

system due to child care or nursing care (male/female) 20 (3/17)
Number of employees who used the work-at-home

system (male/female) 8 (3/5)
Number of uses of a leave for volunteer activities 15
Occupational accident frequency rate™ 0
Occupational accident severity rate*® 0
Number of contacts received at the Help Line for employees 2
Average employee overtime per month 17.7 hours

*4. Occupational accident frequency rate = (Number of occupational
accidents occurred/Cumulative work hours) x 1,000,000

*5. Occupational accident severity rate = (Lost work days due to an accident/
Cumulative work hours) x 1,000

® Regular Employee Promotion System

In fiscal 2016, we introduced a system under which contract employees and associate employees (contract
employees who have become permanent hires) who meet certain criteria can be hired as regular employees.

® Temporary Employee System

Seven Bank has a system that allows employees who pass the retirement age of 60 to continue working until the
age of 65 if they wish.

©® Employment of Persons with a Disability

From the perspective of normalization, we have a work environment where persons with a disability can work
utilizing their abilities and aptitude.

® Nursing Care Training

We offer training in nursing care for employees who need to provide such care to learn how to take advantage of
Japan’s nursing care system and continue working.

® Promoting Participation by Women

Having met the criteria in the five evaluation categories for
“Eruboshi” certification, we have received Level 3 certification,
the highest grade, from the Ministry of Health, Labour and
Welfare, as an excellent company in terms of providing an
environment that promotes active participation by female

“Eruboshi” certification, basedon 444
the Act on Promotion of Women’s !/D
Participation and Advancementin » Iy

&
the Workplace T

employees. Going forward, we will work even harder to
create an environment in which employees can perform
their jobs in various work styles.

Activities Related to the Act on Advancement of Measures to Support

Raising Next-Generation Children
Received the “Kurumin” Certification Mark*

We are working to achieve a healthy work-life balance for In June 2015, Seven Bank received g 5 & .

our employees by “allowing them to take at least a certain

the “Kurumin” certification mark from
amount of child-care leave,” “improving the environment to the Ministry of Health, Labour and %
allow both the Bank and the employees to respect daily Welfare as a childrearing support !
lives” and “implementing measures that allow employees company, which was our second
and their families to think about their work-life balance.” time receiving this recognition. K

* The “Kurumin” certification mark is awarded to corporations
that are highly recognized for activities supporting employees’
childrearing based on the Law for Measures to Support the
Development of the Next Generation.

| was able to take child-care leave twice, which allowed me to spend
precious time devoting myself to raising my children. The Bank shared
information with me while | was on leave, which reduced my concerns
about being away from the office. | returned to the same administrative
position that | had before taking leave, and the understanding and
support of my supervisor and co-workers have allowed me to continue
working while raising my children with peace of mind.

Mamiko Uchida, ATM Solution Division
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For the Development of Local
Communities

® Supporting Multicultural Coexistence Municipalities with which Seven Bank concluded an agreement

) . to promote multicultural coexistence (as of March 31, 2018)
For customers who use our international money transfer

services, we offer the “International Money Transfer App,”
which is available in nine languages. Seven Bank concluded
an agreement with a municipal public organization in Japan April 2017 | Kanagawa prefecture

with a large foreign population to disseminate regional May 2017 | Kawasaki-shi, Kanagawa prefecture
information through this app. We provide information October 2017 | Shinjuku-ku, Tokyo

useful for everyday life and alerts on natural disasters for
residents in multiple languages.

“Making life more convenient for non-Japanese residents of Japan”
Seven Bank is your partner in Japan!

September 2016 | Nagoya-shi, Aichi prefecture
February 2017 | Kani-shi, Gifu prefecture
March 2017 | Aichi prefecture

* An “Agreement to Promote Tourism” was concluded with
Omura-shi, Nagasaki Prefecture, in March 2018.

With feedback from customers who use the International Money Transfer
service, we learned that non-Japanese people who live in Japan deal with
considerable negativity, such as “uneasy,” “inconvenient” and “dissatisfied.”
Thinking about what we could do to alleviate such negativity, we began to
work with local governments to use our International Money Transfer App
to disseminate information in multiple languages. Going forward, we hope
to use public-private sector cooperation to contribute to the comfortable

coexistence of many cultures through our business activities.

Atsuko Yamada,
International Money Transfer Division

©® Dementia Supporter Training

To deepen employees’ understanding about dementia and help make a more supportive environment for dementia
patients and their families so that they can live peacefully, Seven Bank engages in nurturing Dementia Supporters*.
At present, 86 employees have qualified as a Dementia Supporter to contribute to the safety and security of local
communities.

* Persons who have a correct understanding of dementia and provide support for dementia patients and their families with a compassionate attitude

@ Participating in Local Volunteer Activities —_— > Py

Seven Bank participates in the Chiyoda Corporate Volunteer
Liaison Group, which engages in local community contri-
bution activities conducted by companies that have an
office in Chiyoda- ku, Tokyo, and their employees. As a
good corporate citizen, we strive to strengthen communica-
tion with local communities.

In fiscal 2017, we participated in a volunteer activity at
a “Tokubetsu Yogo Rojin Home” (elderly care facility for
those who need special care) and a welfare festival held Avolunteer Santa
at a municipal office.

® Cosponsoring “Mori no Senshi Bonolon”

Since June 2005, Seven Bank has cosponsored a picture book, “Mori no Senshi (Guardian
of the Forest) Bonolon,” for children, distributing approximately 1 million copies per issue
during even months at Seven-Eleven stores, Denny’s and Famil restaurants, and York-
Benimaru supermarkets, all of which are Seven & i Group companies, as well as at the
staffed outlets of Seven Bank.

This picture book was issued to foster communication between children and their
parents through reading to children the meaningful content to help nurture their inquisitive
minds.

©ONSP2005 ©Together with Bonolon 2007

—Topics

Donating the Picture Book “Mori no Senshi (Guardian of the Forest) Bonolon”
to Be Read Aloud at 2,799 Children’s Centers across Japan

Seven Bank has issued social contribution-type cash cards
since 2011. For every issue of a cash card with the “Mori no
Senshi Bonolon” design, Seven Bank contributes 100 yen to
donate picture books to children’s centers nationwide.

In fiscal 2017, 54,783 customers chose the Bonolon cash
card, the picture books were produced and donated to 2,799
children’s centers.

In April 2018, a donation ceremony for the picture book
was held at the Tairamachi Children’s Hall in Tokyo’s Meguro
Ward, and a large version of the book was read aloud to the
children who had gathered.

® Support Activities for Disaster Victims and Disaster-Afflicted Areas

Seven Bank conducts a donation activity to support victims of disasters such as earthquakes and typhoons. The
Seven Bank Web site has a dedicated Web page that accepts donations from customers and employees.

As a Groupwide initiative, Seven Bank is continuing activities to support victims’ lives and the restoration of
disaster-afflicted areas.

Period of accepting | Total amount
donations donated

Destination to which money was delivered

Name of disaster

Hualien (Taiwan) earthquake February 2018 ¥112,250 Hualien (Taiwan)

® Seven Bank Click Donation

Using the Seven Bank Web site, we conducted “Click Donation,” donating one yen for every click made by customers
(1 click = ¥1).

Period of accepting | Total amount
donations donated*

Destination to which money was delivered

Name of donation

“Learn! Spread! ATM Voice
Guidance Service Campaign”

“Radio Charity Musicson” charity campaign

December 2017 ¥578,989 (sponsored by Nippon Broadcasting System, Inc., etc.)

* “Total amount donated” is the total of donations from Seven Bank account holders and employees in addition to click donations. The total amount
donated to “Learn! Spread! ATM Voice Guidance Service Campaign” includes donations contributed according to the number of uses of the ATM
voice guidance service.
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Environmental Considerations at

Activities to Combat Climate Our Offices

CO: emissions from the production, logistics and disposal of this

integrated report are 10,064 kg, which is offset by the domestic
a n g e credit from supporting the restoration from the Great East Japan

Earthquake.

FOCUSIng on Energy Conservatlon Environmental Performance Environmental Performance Index/  Environmental Performance Index/
to Reduce CO: Emissions Index/Electricity use* Volume of OA paper purchased Ratio of green office supplies
. . (Offices, staffed outlets, ATM corners purchased
Energy consumption of our third-generation ATMs is 48% Comparison of ATM energy consumption directly managed by Seven Bank)
less than that of our second-generation ATMs. As a result (Thousand kWh) (Thousand sheets of paper) (%)
of replacing all 24,000 units nationwide with third-generation 2,000 8,000 100
ATMs, CO2 emissions were reduced by approximately 16,000 83.7
- S . 83.2 82.8 .
tons™* a year. A significant reduction in energy consumption ) 48 % reduction 1,501
was achieved by aggressively adopting cutting-edge S (approx. 1,200 kWh/year) 1,500 60005 437 5178 8
- -savi g 1,236 ’
technologies to .set .our ATMs o.n an energy s.aerg mode 2 ' 1172 1434 4,501
when a transaction is not ongoing and by switching the S
back light of the display to an LED light. We are also promoting s 1,000 4,000 50
the effective use of natural resources by using durable parts &
and recyclable materials.
We strive to recycle aged ATM units and Uninterruptible 500 2,000 25
Power Supply (UPS) batteries with the help of recycling
business operators. Second-generation Third-generation
ATM ATM 0 0 0
* COz emissions were calculated assuming 1 Wh = 0.579 g. 2010 2015 2016 2017 2015 2016 2017 2015 2016 2017
(Fiscal Year) (Fiscal Year) (Fiscal Year)
* Mainly based on requests from the government, with fiscal 2010 used as the standard.
Th(.alcltata on 24,000 units of ATMs nationwide are not included in the chart above because the electricity to run the ATMs is from the
Utilization of FSC Certified Paper facilites fhathouse our ATMS.

We use FSC certified paper for the cash envelopes
and various leaflets at our ATMs and copies of the

IVvIR

Fruaf—kE 4
(37 et ReEpsARENE

FSC® C014687

children’s picture book “Mori no Senshi (Guardian Be=sd é o . . o

of the Forest) Bonolon,” which are distributed mainly P ———— ZIsTesced Employees’ Environmental Preservation Activities

at Seven-Eleven stores. fil’jf ﬁ“ Employees of the entire Group proactively volunteer in various
The international “Forest Stewardship Council it AT . activities, including those carried out by the Bank, to contribute

(FSC) certification” system awards certification to a .?_’ m;; to the preservation of the earth’s environment and to local

appropriately managed forests and the appropriate .ﬁ AN | s communities.

processing and distribution of lumber from such In September 2017, we worked with the NPO Arakawa
forests. Seven Bank will continue to expand the Clean-aid Forum to clean roughly 100 meters of shoreline
use of environment-friendly FSC certified paper. along the Arakawa river, with 83 employees and family members
participating. After plastic bottles, plastic bags and other
packaging materials were collected, the trash was sorted and
Initiatives to Raise Environmental Awareness weighed, and the volunteers discussed how the amount of :
We are working to raise employees’ environmental awareness through a campaign to obtain Eco Test®* trash could be reduced. Cleanup activity along the Arakawa river
certification. Employees who pass the test have the full amount of the test fee reimbursed by the Bank.

Since fiscal 2014, 110 employees in total have obtained Eco Test®* certification.

* Eco Test®: The Certification Test for Environmental Specialists®, given by the Tokyo Chamber of Commerce and Industry
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Management’s Discussion and Analysis

Fiscal Year Ended March 31, 2018: FY2017
Amounts less than one unit have been truncated.

Summary of Fiscal 2017

During the fiscal year under review, given positive trends of circular
flows of income and expenditure, the Japanese economy expanded
moderately with the effect of the economic measures by the
Japanese government. The financial environment remained substan-
tially saturated with real long-term interest rates, which is a result of
subtracting the anticipated medium- to long-term inflation rate from
long-term interest rates, staying negative.

In this operating environment, consolidated results for Seven
Bank (the “Bank”) for fiscal 2017 were ordinary income of 127,656
million yen, ordinary profit of 38,305 million yen, and net income
attributable to owners of the parent of 25,301 million yen.

Non-consolidated results for the Bank were ordinary income of
116,650 million yen, ordinary profit of 42,262 million yen, and net
income of 29,106 million yen. The total ATM transactions steadily
grew mainly as a result of an increase in the number of ATMs
installed, leading to increases in both profits and revenues compared
with the previous fiscal year.

Operating results by service segment are as follows:

(1) ATM Platform Business (domestic business)
During fiscal 2017, Seven Bank continued to aggressively promote
the installation of ATMs within and outside the Seven & i Holdings
and its operating companies (the “Group”) to enhance the conve-
nience for customers.

During fiscal 2017, to further expand the number of our ATM
users, we aggressively promoted new partnerships with fund transfer
businesses other than financial institutions as a new business
category and launched new ATM uses: the SoftBank Card in August
2017, LINE Pay in October 2017 and JCB PREMO Card in March
2018. As a result of such efforts, as of March 31, 2018, we had
partnered with 124 banks, 258 shinkin banks, 127 credit coopera-
tives, 13 labor banks, JA Bank, JF Marine Bank, Shoko Chukin
Bank, 11 securities companies, 8 life insurance companies and 56
other financial institutions, totaling 600 businesses.”

Within the Group, we have installed ATMs along with new
7-Eleven store openings and steadily increased the number of ATMs
installed. As for operations outside the Group, to address customer
needs, we continued to promote the installation of ATMs inside each
facility for transportation, logistics and tourism.

As a result of such initiatives, the number of our ATMs installed
reached 24,392 (up 4.3% compared with the end of March 2017).
The average daily transactions per ATM for the fiscal year under
review were 94.1 (down 1.4% year over year), and a total of 815
million transactions were recorded (up 2.3% year over year).

Note: JA Bank and JF Marine Bank are each counted as one institution.

(2) Settlement and Account Business (domestic
business)

The Bank had 1,827 thousand individual customer accounts at the

end of March 2018 (up 8.1% compared with the end of March 2017),

a balance of deposits of 409,500 million yen (up 3.1% year over year)

and a balance of personal loan services of 22,700 million yen (up

14.5% year over year).

The number of accounts of cash cards with a debit function,
which we started issuing in October 2016, has steadily increased to
325 thousand.

Bank Business Factory Co., Ltd., the Bank’s domestic consolidat-
ed subsidiary, is developing businesses of back-office support on
commission not only for the Bank but also for other financial
institutions, drawing on knowledge obtained through the settlement
and account business.

(3) Overseas Business

FCTI, Inc., the Bank’s consolidated subsidiary in North America,
started replacing ATMs in U.S. 7-Eleven stores in August 2017. As of
December 31, 2017, the number of ATMs installed in U.S. 7-Eleven
stores was 5,948 and the total number of ATMs installed in the
United States combining ATMs installed outside 7-Eleven stores was
11,582 (up 85.9% year over year). The total number of ATM
transactions for fiscal 2017 were 51 million (up 38.4%).

With regard to business results of FCTI, Inc. for the consolidated
fiscal year (from January 2017 to December 2017), ordinary income
was 96.5 million U.S. dollars, the ordinary loss was 23.9 million U.S.
dollars and the net loss was 27.4 million U.S. dollars.

Although the total number of ATM transactions grew steadily
mainly due to the increase in the number of our ATMs installed,
revenues increased but profits declined because of increased
ordinary expenses such as ATM replacement costs.

PT. ABADI TAMBAH MULIA INTERNASIONAL, the Bank’s
consolidated subsidiary in Indonesia, promotes ATM business within
Indonesia. As of December 31, 2017, the number of ATMs installed
by PT. ABADI TAMBAH MULIA INTERNASIONAL was 120.

Summary of Financial Position of Fiscal
2017

Assets

Total assets were 1,022,485 million yen. The majority of this total
comprised cash and due from banks required for the operation of
ATMs of 710,369 million yen. The remainder mostly consisted of
securities held as collateral for domestic exchange settlements and
Bank of Japan current account overdraft transactions of 61,939
million yen and ATM-related temporary payments to partner financial
institutions of 146,977 million yen.

Liabilities

Liabilities were 810,458 million yen. These largely comprised
deposits (excluding negotiable certificates of deposit) totaling
622,406 million yen. Of these, the outstanding balance of individuals’
ordinary deposits was 268,233 million yen and the balance of time
deposits was 141,287 million yen.

Net Assets

Net assets were 212,027 million yen. Of these, retained earnings
were 146,075 million yen. The consolidated capital ratio was
50.78%.
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Summary of Cash Flows of Fiscal 2017
Cash and cash equivalents increased by 15,780 million yen during
the fiscal year under review to 710,369 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 31,466 million yen.
Factors contributing cash included income before income taxes and
non-controlling interests of 38,163 million yen and a net increase in
deposits of 50,895 million yen. These factors exceeded factors using
cash such as a net decrease in loans of 2,886 million yen, a net
decrease in call money of 10,000 million yen and a decrease of
15,000 million yen in straight bonds - issuance and redemption.

Cash Flow from Investing Activities

Net cash used in investing activities was 3,649 million yen. Factors
that used cash included purchase of securities of 17,269 million yen,
purchase of tangible fixed assets of 8,468 million yen and purchase
of intangible fixed assets of 10,927 million yen. These exceeded the
factor that provided cash: proceeds from maturity of securities of
33,015 million yen.

Cash Flow from Financing Activities
Net cash used in financing activities was 11,729 million yen, due to
factors including 11,316 million yen in dividends paid.

Outlook for Fiscal 2018

For our consolidated results for fiscal 2018, we forecast ordinary
income of 146,700 million yen (up 14.9% year on year), ordinary
profit of 39,800 million yen (up 3.9% year on year), and net income
attributable to owners of the parent of 26,800 million yen (up 5.9%
year on year).

For non-consolidated results of Seven Bank, we forecast ordinary
income of 119,600 million yen (up 2.5% year on year), ordinary profit
of 42,500 million yen (up 0.5% year on year), and net income of
29,400 million yen (up 1.0% year on year).

In fiscal 2018, 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 be approximately 25,350 (up 3.9%
compared with the end of March 2018), the total number of ATM
transactions will be approximately 839 million (up 2.9% year on year),
and the average daily transactions per ATM will be 93.1 (down 1.0%
year on year). Due to growth in the number of ATMs installed and the
total number of transactions as a result of these measures and other
factors, we forecast increases in ordinary income, ordinary profit and
net income.

*Exchange rate used: U.S.$1 = 110.00 Yen

Risk Factors

Major risks related to Seven Bank’s business and other areas that

may significantly affect investors’ decisions are listed as follows.
Moreover, items that may not qualify as such, but are deemed

important for investment decisions of investors are also disclosed

below, for the purpose of proactive disclosure to investors. Risks

related to the Bank’s business and other areas are not limited to

those stated, and the Bank does not guarantee that it is free from
risks other than those stated, including those that are unidentified.
Certain items in this section may contain forward-looking
statements. However, unless otherwise stated, all judgments were
made at the end of the consolidated fiscal year under review.

1. Risk Relating to Our Business Strategy

(1) ATM Platform Business (domestic business)
Seven Bank substantially depends on the ATM platform business
for its revenues. The Bank is steadily increasing the number of
ATMs, developing and offering its proprietary new ATM services
as well as enhancing security, to increase customers’ conve-
nience and sense of security. However, changes that threaten the
ATM platform 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 Group and other
locations. In addition, competition with partner financial institu-
tions that have ATM networks could increase if these institutions
actively expand their ATM networks.

Currently, total ATM transactions are continuing 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 the future.
The level of the ATM-related fee income may decline, or failure to
agree on ATM-related fee income levels may dissolve partner-
ships, which could affect the Bank’s results and financial position.
Difficulty in securing ATM locations

Seven Bank has in a stable manner secured and expanded

>

locations for ATMs, centered on the Seven & i 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.

Effect of amendment of laws, etc., on partner companies’
business

o

An amendment of a law or regulation, etc., related to the business
of a partner company that results in a substantial decrease in the
use of Seven Bank’s ATMs by the customers of such partner
company 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) Settlement and Account Business (domestic business)
In addition to ordinary deposits and time deposits, Seven Bank
offers personal loans and international money transfer services for
individuals and debit card service, as well as a back-office
support on commission for other financial institutions through a
subsidiary. 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 settlement and account business but cannot guarantee that
they will succeed. When expanding new businesses, the Bank
may also establish new subsidiaries, engage in M&A or form
capital alliances with other corporations. However, the inability of
the Bank to realize the initially expected effect of these strategic
investments and to achieve its strategic objectives could affect
the Bank’s results and financial position.

(3) Overseas Business
Seven Bank has subsidiaries that operate ATMs in the United
States, Canada, and Indonesia. The future occurrence of major
changes in the political or economic environment surrounding the
subsidiaries, an unforeseen event such as a natural disaster, or
poor business performance of the subsidiaries could affect the
Bank’s results. In addition, exchange rate fluctuations could
decrease the Bank’s profits.

(4) Impairment of Fixed Assets
Seven Bank holds tangible fixed assets and intangible fixed
assets including goodwill. Factors such as worsening profitability
of assets held or subsidiaries or a decline in the value of other
assets could make it necessary to record further impairment of
these assets, which could affect the Bank’s results and financial
position.

2. Risk Management Systems

Through its Basic Policy on Risk Control, which is determined by the
Board of Directors at its meeting, Seven Bank has established
Bank-wide risk management policies, management policies for
specific risks, and a risk management organization and structure 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 and an Asset-Liability Management
(ALM) Committee as advisory bodies 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.

3. System Failure

Seven Bank has established Systems Risk 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 Con-
tractors

Seven Bank outsources key tasks, including ATM cash replenish-

ment, 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 results.

5. Relationship with Seven & i Group

Overall, Seven Bank determines issues including business strategy,
personnel policy, and capital policy autonomously after independent
consideration. However, the Bank operates its ATM platform
business by installing ATMs primarily in the stores of companies that
are part of the Seven & i Group.

(1) Equity Relationship
Seven Bank is a subsidiary of Seven & i Holdings Co., Ltd. (the
“Company”) which is listed on the First Section of the Tokyo
Stock Exchange. As of March 31, 2018, the Company controls
45.78% of the voting rights of Seven Bank. The Company is
expected to remain a major Seven Bank shareholder, and the
Bank cannot guarantee that the Company will not influence its
policies and decisions.

(2) Personnel Relationships
As of June 20, 2018 (the day when the Bank submitted its
securities report), Seven Bank’s Director Katsuhiro Goto concur-
rently serves as director of the Company.
In addition, Seven Bank has a cooperative business relation-
ship with the Group that involves personnel exchanges.
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(8) Transactional Relationships

At the end of March 2018, Seven Bank had installed 22,131
ATMs at the Group stores (including 21,510 ATMs at Seven-Elev-
en stores, 295 ATMs at Ito-Yokado stores, and 326 ATMs at other
locations in the Group). In addition, the Bank has installed 2,261
ATMs at locations other than the Group stores. Thus, approxi-
mately 90% of the Bank’s ATMs are installed at the Group stores.
Difficulties in keeping ATMs installed at the Group stores or a
marked decrease in customers at the Group stores could affect
the Bank’s results.

In addition, Seven Bank pays ATM installation fees to the
Group, 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 the status of
usage of ATMs and accounts to prevent them from being abused for
financial crimes and focuses on protecting ATMs and 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 could 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
Law, 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 Law (see note),
Seven Bank’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 Law specify prerequisites for issues including suspen-
sion 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 Law: When the prime minister deems it
necessary for the public interest based on consideration of the regulations in
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 non-consolidated 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 non-consolidated 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 Act on the
Protection of Personal Information, the Bank announces or otherwise
publicizes the purpose for using personal information, safely
administers personal information, duly considers requests 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 the 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 A+ with a
stable outlook and a short-term issuer rating of A-1 from S&P Global
Ratings. 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 platform 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, train, and retain required personnel may
affect the Bank’s results and future development.

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

e Gossip and rumors among customers, in the markets, on the

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

e Rumors caused by inaccurate or inadequate reporting by mass
media

* 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

* 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 and results.
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Seven Bank Group comprises six companies, i.e., the Bank and its

five consolidated subsidiaries, which conduct the settlement and

account business, in addition to the Bank’s core businesses—the

ATM platform business—in Japan. Overseas, the Bank develops

ATM services in North America and Indonesia.

Additionally, Seven Bank is a subsidiary of Seven & i Holdings

Co., Ltd., while Seven-Eleven Japan Co., Ltd. is its affiliate.

(1) Domestic Business

e ATM Platform Business

The Bank has installed ATMs in Seven-Eleven and Ito-Yokado

stores belonging to companies of the Seven & i Group (the

“Group”), as well as at airports, stations, and branches of

financial institutions. By cooperating with numerous domestic

financial institutions and using its convenient ATM network, which

operates 24/365 in principle, Seven Bank operates business that

provides ATM services to numerous customers.

H Seven Bank’s Operating System

e Settlement and Account Business
The Bank provides ubiquitous and convenient account services
such as ordinary and time deposits, personal loan services,
international money transfer services, and debit services to
customers who has an account in the Bank. Moreover, Bank
Business Factory Co., Ltd., a consolidated subsidiary of the
Bank, provides back-office support on commission for other
financial institutions, drawing on knowledge obtained through its
settlement and account business, in addition to those commis-
sioned by the Bank.

(2) Overseas Business

The Bank provides ATM services overseas through its consolidated
subsidiaries. ATM services are provided in North America through
FCTI, Inc. and FCTI Canada, Inc., consolidated subsidiaries of the
Bank. Furthermore, ATM services are also provided in Indonesia
through PT. ABADI TAMBAH MULIA INTERNASIONAL, a consolidat-
ed subsidiary jointly established with a local company.
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(1) Management Policies

1. Management Ethos

a. We aspire to be a trusted financial service provider that fully meets
customer needs.

b. We act to promptly introduce the benefits of technical innovation
and pursue self-development.

c. We strive to contribute to the stability and advancement of the
financial system by providing a secure and efficient payment
infrastructure.

2. Basic Management Policy

Seven Bank is working to offer safe, accurate, and speedy banking
services deeply embedded in customers’ dalily lives as their “wallets.”
We aim to achieve this by creating a network of ATMs accessible 24
hours a day, 365 days a year, utilizing the 20,000-plus retail locations
of Seven & i Holdings and its operating companies (the “Group”) led
by Seven-Eleven convenience stores.

The Bank operates under an ethos of coexistence and co-pros-
perity 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 the Group, we are working to attract a wider range of
customers to the Group stores more often, and we will continue to
pursue synergies to enhance the Group profitability.

(2) Medium-Term Management Plan

In fiscal 2018, our earnings environment is predicted to continue to
be strong mainly because the number of our ATMs to be installed is
expected to grow along with the opening of more Seven-Eleven
stores and further development outside the Group. On the other
hand, changes in domestic and overseas macro economies and the
increasingly diverse settlement methods as technologies evolve
could affect our earnings.

To achieve our sustainable growth under these circumstances,
we recognize as a crucial issue the need to create a broad-based
earnings structure. To solve the issue, in May 2017 we formulated
the Medium-Term Management Plan with fiscal 2019 as its final year.

We regard fiscal 2018, the midyear of our Medium-Term Manage-
ment Plan, as an important year for achieving the targets of the
Medium-Term Management Plan, under which we address changes
in our business environment and implement key initiatives.

Positioning the period for the Medium-Term Management Plan as
a phase for establishing foundations for sustainable growth of the
Bank, we will strive for business expansion by strengthening the
following three businesses.

1) ATM platform business;

2) Settlement and account business; and

3) Overseas business

Specific initiatives for the above and the status of progress are as

follows:

(1) ATM platform business
Positioning our nationwide ATM infrastructure with more than
24,000 units as our platform, we will develop intiatives to
increase the number of business partners and customers. To
attract more customers to our ATM services, we began providing
services that cater to businesses that have newly entered the
settlement market in addition to enriching our services for existing
business partners such as financial institutions. Also, we will
continue to strive to explore new markets through such measures
as preparing to provide new “cash receiving services,” aiming to
create ATM utilization styles that transcend convention.

In addition, while continuing the steady installation of ATMs
within the Group, we will aggressively promote the installation of
high-operability ATMs outside the Group as well, primarily at each
center of transportation, logistics and tourism. Through these
initiatives, we will strive to enrich both the quality and quantity of
our ATM platform as we expand our ATM services.

(2) Settlement and account business
In addition to improving convenience and enhancing profitability
of our existing services such as personal loan services and
international money transfer services, we will strive to further
increase earnings by developing our new proprietary services
utilizing new technologies. Also, in coordination with the Group’s
CRM/Digital Strategy, we will promote initiatives to provide new
financial services such as a settlement service for approximately
22 million customers a day who visit stores of the Group.

(8) Overseas business
The installation of ATMs inside 7-Eleven stores all over the United
States, which was started by FCTI, Inc., the Bank’s consolidated
subsidiary in North America, in fiscal 2017, has progressed as
planned. Also, as an initiative to improve the ATM usage rate, we
will make thorough preparations to provide new services to
enhance the recognition of our ATMs and pursue synergies with
7-Eleven, Inc. (U.S.), and strive to ensure early stabilization of
ATM operation. In our efforts to expand in Indonesia and other
regions, we will optimize the Bank’s know-how and infrastructure
to develop our overseas business.

(3) Target Management Indicators

We will strive to create ¥44.7 billion of consolidated ordinary profit in
fiscal 2019, the final year of the Medium-Term Management Plan.

Target for FY2019  Results of FY2017

Consolidated

ordinary income ¥161.6 billion ¥127.6 billion
Consolidated ATE -

ordinary profit ¥44.7 billion ¥38.3 billion
Consolidated ROE 13% or higher 13.4%
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Consolidated Balance Sheets

Seven Bank, Ltd. and Consolidated Subsidiaries
As of March 31, 2018 and 2017

Consolidated Statements of Income

Seven Bank, Ltd. and Consolidated Subsidiaries
For the years ended March 31, 2018 and 2017
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2018 2017

Assets:
Cash and due from banks (Notes 2, 3, 4and 5) ........ccccoeevveiiiiii. ¥ 710,369 ¥694,588
Securities (NOteS 2, 5, 6. aNA 7) ..vvvvvvvriiiiiiiiiiiiiiiiiiiiiveeisvesssesaaesasenaeannnnnes 61,939 77,866
Loans (Notes 5 and 8) ..ocoeeeeiiiiiiee 22,715 19,829
FOreign EXChaNGES .. .vvviviiiiiiiiiiie e 0 -
ATM-related temporary payments (NOte 5) ......coevvvvvieiiiirieiiiiee e 146,977 89,286
Tangible fixed assets (Notes 2, 9 and 32) ....cccvveviiiiieiiiiie e 24,798 25,740
Intangible fixed assets (Notes 2 and 10) ...oevvvvvieeeiiiiieeieee e 35,958 34,473
Asset for retirement benefits (Notes 2 and 16) ....ccccvvevvveeiiiiieeiieees 264 183
Deferred tax assets (NOtes 2 and 26) .....c..eeeeiiieieeiiiiieeiieee e 962 790
Other assets (Notes 2, 5, 7, 11 and 30) .....coovvvviieiieeiiiiiiiieeeee e 18,537 15,064
Allowance for credit losses (NOtes 2 and 5) .....ceevvvvveeiiiiieeiiiiieeiieeee (36) (30)

0] 7= U= 1T T £ N ¥1,022,485 ¥957,792
Liabilities:
Deposits (Notes 5 and 12) ... ¥ 623,206 ¥572,310
Call MONEY (NOLE D) ..vvvviiiiiiiiiiiiiiiiiiiiiiiiisieeeea st aaaeaeaaenes - 10,000
Borrowed money (Notes 5, 13 and 30) ... 10,000 10,000
Bonds (Notes 5 and 14) ..o 95,000 110,000
Income taxes payable (NOte 2) ... 8,041 6,040
ATM-related temporary advances (Note 5) .....coooevveeeieiiiiiiiiieeeeeeeeeeee, 59,032 37,763
Reserve for bonuses (NOte 2) ....oooooiiiiiiiiiii 457 471
Liability for retirement benefits (Notes 2 and 16) ...............oooee. 2 1
Reserve for directors’ retirement benefits (Note 2) .................l 2 —
Reserve for stocks payment (Note 2) ... 102 —
Deferred tax liabilities (Notes 2 and 26) ... 885 1,170
Other liabilities (Notes 2, 13, 15,28 and 32) .....vvvvvvieeiiiiiiiiiiieeeeiiiie, 13,727 10,952

Total HaDIIIEIES .....vvvvvieeieeei e 810,458 758,710
Net assets (Notes 2, 17 and 27):
Shareholders’ equity:

Common stock, authorized 4,763,632 thousand shares,

issued 1,191,528 thousand shares as of March 31, 2018 and 2017 ... 30,572 30,572
Capital SUMDIUS ..iiiiiiiiiiiiiieiee e saaaaaes 30,554 30,554
Retained €arniNgS ....vvvviiiieiiii e 146,075 132,093
Treasury stock, at cost, 896 thousand shares as of March 31, 2018 and

0 thousand shares as of March 31, 2017 ...l (380) (0]

Total shareholders’ EQUILY ... 206,823 193,221
Accumulated other comprehensive income:
Net unrealized gains (losses) on available-for-sale securities,

Net Of taXES (NOTE B) ..vvvveiiiiiiiiiiiiee e 244 217
Foreign currency translation adjustments ........ccoooeeeiiiiiiiiiiieiieieeennn 4,308 5,012
Accumulated adjustments for retirement benefit (Note 16) ................ 98 73

Total accumulated other comprehensive iNCOMe .......cccoeeeeeeeiieeeieeeeeennnn. 4,651 5,303
Subscription rights to shares (Note 31) ..o, 533 533
NON-CONErolliNG INTEIESES ..iiviiiiiiiiiieccee e 18 22
TOtAl NEBE ASSEIS 1ovviiiiii e 212,027 199,081
Total liabilities and NEt ASSEIS ...vivvivveiiiiiieee e ¥1,022,485 ¥957,792

See accompanying notes.

Millions of yen

2018 2017

Income:

INTErEST INCOME .iiiiiii e ¥ 3,391 ¥ 2,848
INTEIrESt ON IOANS . eeiee e 3,271 2,704
Interest and dividends 0N SECUNMTIES ......vvvvviieeiiiiiiiiiiicceee e 18 26
Other INtereSt INCOME ...vvvvviiiei i 102 118

Fees and commissions income (Note 18) .......ccccciiii 123,507 118,226

Other operating iNcome (NOtE 20) .....vviveeeiiiiiiiiii e 279 249

Otherincome (NOte 23) ...ooiiiiiiiiiiii 477 283
TOtAI INCOMIE e 127,656 121,608

Expenses:

INtEreSt EXPENSES ..ooiiiieiieeeeeeeeee 718 954
INterest ON AEPOSIES .ooiieieeeeee e 163 321
Interest on call MONBY ...ccooeeeeiee e, (28) (20)
Interest on borrowed MONEY ...ccoceeee e 76 105
INTEreSt ON DONAS ....vvviiiiiiii e 506 548

Fees and commissions expenses (Notes 19 and 28) ......ccccceevvveeiiiinenns 26,583 23,092

Other operating expenses (NOte 21) ...vivviiiiiiiiiiiieee e 90 —

General and administrative expenses (Notes 22 and 31) ......cccoovvveeineen. 61,645 60,781

Other expenses (NOte 24) ... 454 236
L] e U= 1= ST 89,492 85,065

INncome DEfore INCOME tAXES .. .ccoveeeeeee e 38,163 36,542
Income taxes (Notes 2 and 26)

U N e e 13,302 11,701
DEFEITEA ittt (437) (272)
Total INCOMEB TAXES ...eceeeee e 12,864 11,429

NEE INCOME .o 25,298 25,113

Net income (loss) attributable to non-controlling interests ................... (©)) (1)

Net income attributable to owners of the parent ..............ccooviiis ¥ 25,301 ¥ 25114

Amounts per share of common stock (Note 33): ‘o

2018 2017

NET GSSELS ..vvtiiiiiiei it ¥177.61 ¥166.61

NELINCOME oo 21.24 21.07

Diluted NELINCOME ...iiiiiiii e 21.20 21.04

Cash dividends applicable t0 the year .........ccccovieiiiiiiiieceee 10.00 9.00

See accompanying notes.
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Consolidated Statements of Comprehensive Income

Seven Bank, Ltd. and Consolidated Subsidiaries
For the years ended March 31, 2018 and 2017

Consolidated Statements of Changes in Net Assets

Seven Bank, Ltd. and Consolidated Subsidiaries
For the years ended March 31, 2018 and 2017
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Millions of yen

2018 2017
NEE INCOME .ot e e e ¥25,298 ¥25,113
Other comprehensive income (Note 25)
Net unrealized gains (losses) on available-for-sale securities, net of taxes ... 27 (126)
Foreign currency translation adjustments .........ccccovvviiiiiiiiiiiiiins (704) (450)
Adjustments for retirement benefit (Note 16) ......cccoeeeeiiiiiiiiiiiiieceeeeeeeee, 24 67
Total other comprehensive iINCOME .......coooeveeiiiiiiieee e, (653) (509)
Comprehensive INCOME .......cooiiiiiiiiiiie e ¥24,645 ¥24,604
Comprehensive income attributable to:
OwWnNers of the PareNnt ..........cooiiiiiiiiiiee e ¥24,649 ¥24.605
NON-CONTrolliNG INTEIrESES .o 4) (1)

See accompanying notes.

Millions of yen

Shareholders’ equity

Total
shareholders’
equity

Common Capital Retained Treasury
stock surplus earnings stock

Balance at April 1, 2016 .......................

Changes in items during the period

....... ¥30,514  ¥30,496 ¥117,402 ¥ (0) ¥178,412

Issuance of new shares ..........ccccceeeiinin. 58 58 117
Cash dividends ........ccccoevviviiieiiiiiiie, (10,423) (10,423)
Net income attributable to owners of the parent .. 25,114 25,114
Purchase of treasury Stock .........ccccviiiiinenne —
Net changes in items other than
shareholders’ equity .........ccooeeeiiiiiieeeeeeenn,
Net changes in items during the period .. 58 58 14,691 — 14,808

Balance at April 1, 2017 ...

Changes in items during the period

Issuance of new shares ............ccoeeee.
Cash dividends .......cccoeeveiiiiiiiiiinieeenns

....... ¥30,572 ¥30,554 ¥132,093 ¥ (0) ¥193,221

....... (11,319) (11,319)

Net income attributable to owners of the parent .. 25,301 25,301

Purchase of treasury stock ....................

Net changes in items other than

shareholders’ equity .........cccccvviiinnnn.

........ (380) (380)

Net changes in items during the period .. — — 13,982 (380) 13,602

Balance at March 31, 2018

¥30,572  ¥30,554 ¥146,075 ¥(380) ¥206,823

Millions of yen

Accumulated other comprehensive income

Net
unrealized Total

gains (losses) Foreign Acoumulated accumulated  Subscription

currency adjustments Non-controlling Total

on available- translation  for retirement other . rights interests net assets
for-sale ) ) comprehensive  to shares
securities, adjustments benefit income
net of taxes
Balance at April 1, 2016 ....cccooveviviiiiii, ¥343  ¥5,462 ¥ 6 ¥5812 ¥545 ¥24  ¥184,794
Changes in items during the period
Issuance of new shares 117
Cash dividends .......ccocvvvvvvericniiinis (10,423)
Net income attributable to owners of the parent .. 25,114
Purchase of treasury stock ........c.ccccvvrnnne. —
Net changes in items other than
shareholders’ eqUItY ......ovvverrvierriieiane, (126) (450) 67 (508) (11) (1) (522)
Net changes in items during the period .. (126) (450) 67 (508) (11) (1) 14,286
Balance at April 1, 2017 oo, ¥217  ¥5,012 ¥73  ¥5,303 ¥533 ¥22 ¥199,081
Changes in items during the period
Issuance of New Shares .........c.covvvvciinnas —
Cash dividends ..o, (11,319)
Net income attributable to owners of the parent .. 25,301
Purchase of treasury stock ........c.ccccvvrnnne. (380)
Net changes in items other than
shareholders’ eqUItY ......ovvvvrrrenriiiniane, 27 (703) 24 (652) — 4) (656)
Net changes in items during the period .. 27 (703) 24 (652) — 4) 12,946
Balance at March 31, 2018 ¥244  ¥4,308 ¥98  ¥4,651 ¥533 ¥18 ¥212,027

See accompanying notes.
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Consolidated Statements of Cash Flows

Seven Bank, Ltd. and Consolidated Subsidiaries
For the years ended March 31, 2018 and 2017

Notes to Consolidated Financial Statements

Seven Bank, Ltd. and its consolidated subsidiaries
As of and for the years ended March 31, 2018 and 2017

Millions of yen

2018 2017
Cash flows from operating activities:
INncome DEfOre INCOMEB TAXES ....iivveiiiie e ¥ 38,163 ¥ 36,542
Adjustments to reconcile income before income taxes
to net cash provided by operating activities:
Depreciation of fiXed aSSELS ....cooveiiiiiiiieiiie e 17,102 18,766
Amortization Of GOOAWIIl .. ...uvviiiiiiiiii e 990 960
Net change in allowance for credit I0SSES ......vvvviiiiiiiiiiiiieiiiieee s 6 (34)
Net change in reserve for DONUSES .......c.uvvvviiiiiiiiiiiiiiieee e (12) 14
Net change in asset or liability for retirement benefits ..........cccccoiins (43) (16)
Net change in reserve for directors’ retirement benefits ..........cccccceeiiis 2 -
Net change in reserve for stocks payment 102 —
INTEIEST INCOME .oviiiiii et aaas (3,391) (2,848)
INTErEST BXPENSES ...vv s 718 954
Net foreign exchange I0SSES .......viiiiiiiiiiiiiiii e 9 —
Net losses on disposal of fixed aSSEIS ...covveeivviiiiiiiicecce e, 141 167
Net Change N TOANS ...vviiiieii e (2,886) (8,620)
Net change iN EPOSIES ..ovoiviiiiiiiiiii e 50,895 24,529
Net change in DOrroWEed MONEY .....ccooiiiiiiiiiiiiee e - (5,021)
Net change in Call 08NS ......oiiviiiiiiie e — 25,000
Net change in Call MONEBY ....c.vvviieiiiiiee et (10,000) 10,000
Net change resulting from issuance and maturity of ordinary bonds ........ (15,000) —
Net change in ATM-related temporary aCCOUNtS .......cevveeeiiiiiiiiiiiieeniiis (36,423) (5,944)
[NTEIESE FECEIVEA . .eeiie e 3,815 3,086
INTEIEST PAIA ...vvi e (799) (1,011)
Other — NEL e (689) (642)
SUBTOTAL 1oiiii e 42,700 100,882
INCOME TAXES PAIA ....viie e (11,239) (12,802)
Income taxes refund 5 38
Net cash provided by operating activities 31,466 88,118
Cash flows from investing activities:
PUrchase Of SECUNMTIES ......cciiiiiiiieeiee et e e (17,269) (33,849)
Proceeds from redemption of securities ..........ccooeeeeeeiiiiiiiiiiiiiiiiieeeeeeee, 33,015 21,000
Purchase of tangible fixed aSSELS .......oovviiviiiiiiiiiiiiiiee e (8,468) 6,712)
Purchase of intangible fixed assets ..........ccccccviiinnnn. (10,927) (9,256)
Net cash used in investing activities (3,649) (28,818)
Cash flows from financing activities:
Proceeds from exercise of stock options - 0
DIVIAENAS PAIA ... e e (11,316) (10,419)
Purchase oOf treasury STOCK .........uviiiiiiiiiiiiiiiee e (380) —
OhEr = NETL oo (33) (26)
Net cash used in financing activities ..., (11,729) (10,446)
Effect of exchange rate changes on cash and cash equivalents .............. (306) (103)
Net change in cash and cash equivalents .............cccccccoiiii, 15,780 48,750
Cash and cash equivalents at the beginning of the year .......................... 694,588 645,838
Cash and cash equivalents at the end of the year (Notes 2, 3 and 4) ¥710,369 ¥694,588

See accompanying notes.

1. Basis of Presenting Consolidated
Financial Statements

(a) The accompanying consolidated financial statements of
Seven Bank, Ltd. (the “Bank”) and its consolidated
subsidiaries (collectively the “Group”) 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 consolidated financial statements
have been reclassified and translated into English (with
some expanded descriptions) from the consolidated
financial statements of the Group 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 consolidated financial statements, but
not required for fair presentation, is not presented in the
accompanying consolidated financial statements.

(b) In preparing the accompanying consolidated financial
statements and notes, 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 consolidated financial statements and notes
thereto are not necessarily equal to sums of individual
amounts. In preparing these consolidated financial
statements, certain reclassifications and rearrangements
have been made to the Group’s consolidated financial
statements issued domestically in order to present them in
a form that is more familiar to readers outside Japan.

(c) The preparation of consolidated 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

(@) Principles of consolidation

The accompanying consolidated financial statements
include the accounts of the Bank and its five consolidated
subsidiaries.

Names of consolidated subsidiaries are as follows: FCTI,
Inc., FCTI Canada, Inc., PT. ABADI TAMBAH MULIA
INTERNASIONAL, Bank Business Factory Co., Ltd and
Seven Payment Service, Ltd.

(Change in scope of consolidation)

Seven Payment Service, Ltd. has been consolidated due to
establishment of the company from the fiscal year ended
March 31, 2018.

The balance sheet dates of the consolidated subsidiaries
are December 31 for three companies and March 31 for
two companies. The subsidiaries are consolidated using the
financial statements on their own balance sheet dates.
Appropriate adjustments have been made for significant
intervening transactions occurring during the period from
December 31 to March 31.

All significant intercompany balances and transactions
have been eliminated in consolidation. All material
unrealized profit included in assets resulting from
transactions within the Group are also eliminated.

(b) Securities

-

In principle, available-for-sale securities 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 determine are stated at cost using the moving-
average method.

Tangible fixed assets
Tangible fixed assets are generally stated at cost less
accumulated depreciation.

Depreciation of tangible fixed assets of the Bank is
calculated by the straight-line method over the estimated
useful lives of the assets.

Estimated useful lives of major items as of March 31,
2018 and 2017 are as follows:

Buildings: 6-18 years
ATMs: 5 years
Others: 2-20 years

Depreciation of tangible fixed assets of the consolidated
subsidiaries is calculated by the straight-line method over
the estimated useful lives of the assets.
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(d) Intangible fixed assets
Intangible fixed assets are amortized using the straight-line
method. Software for internal use is amortized over its
estimated useful life (five years).

(e) 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 at
the amount deemed necessary, after 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 at the full amounts of such credits,
after 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-
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 for based on the results of these
assessments.

(f) Reserve for bonuses
Reserve for bonuses for employees is recorded in the
amount of estimated bonuses attributed to the relevant
fiscal year.

(9) Reserve for directors’ retirement benefits
Reserve for directors’ retirement benefits is recorded by
certain consolidated subsidiaries in the amount that is
considered to have occurred at the end of the fiscal year
based on the estimated amount of retirement benefits to be
paid to directors of these subsidiaries.

E

Reserve for stocks payment

Reserve for stocks payment is recorded in the estimated
amount of stock benefits as of the end of the fiscal year to
prepare for the delivery of the Bank’s shares to the Bank’s
directors (excluding non-executive directors and directors
residing overseas) and executive officers (excluding those
residing overseas) pursuant to the Share Delivery Rules for
directors and executive officers.

() Method of accounting for retirement benefits
In calculating the projected benefit obligation, projected
retirement benefit attributable up to the end of the fiscal
year is determined on a benefit formula basis. Also, net
actuarial difference is amortized as follows.

Net actuarial difference is amortized using the straight-
line method over ten years within the employees’ average
remaining service period, commencing from the fiscal year
after the year of incurrence.

() Foreign currency translation
Assets and liabilities of the Bank denominated in foreign
currencies are translated into Japanese yen mainly at the
exchange rate prevailing at the balance sheet date. Assets
and liabilities of the consolidated subsidiaries denominated
in foreign currencies are translated at the exchange rate
prevailing at the balance sheet dates of the consolidated
subsidiaries.

(k) 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 derivative transactions for trading or speculative
purposes.

Derivative financial instruments are classified and
accounted for as follows. All derivative transactions (except
for certain interest rate swaps described in the following
paragraph) are recognized as either assets or liabilities and
measured at fair values, and gains or losses on derivative
transactions are recognized in the consolidated statement
of income.

Interest rate swaps which qualify for hedge accounting
and meet specific matching criteria are not 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 (hereinafter, the “special treatment for
interest rate swaps”).

() Amortization of goodwill
Goodwill is amortized using the straight-line method over
10 years or fully expensed when incurred if the amount is
immaterial.

(m) Cash and cash equivalents
For the purpose of presenting the consolidated statement
of cash flows, cash and cash equivalents represent cash
and due from banks.

(n) Income taxes
Income taxes of the Bank 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 of the Bank and its
domestic consolidated subsidiaries are accounted for using
the tax-excluded method.

Amounts per share

Net assets per share is calculated by dividing net assets
excluding amount of subscription rights to shares and
non-controlling interests 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 common shareholders of the parent
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.

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.

Unapplied new accounting standards

Accounting Standard for Revenue Recognition (Accounting
Standards Board of Japan (ASBJ) Statement No. 29,
March 30, 2018, hereinafter “Standard”)

Implementation Guidance on Accounting Standard for
Revenue Recognition (ASBJ Guidance No. 30, March 30,
2018, hereinafter “Implementation Guidance”)

(1) Overview

The International Accounting Standards Board (IASB) and
the Financial Accounting Standards Board (FASB) had been
working on a joint project to develop a comprehensive
accounting standard on revenue recognition and released
“Revenue from Contracts with Customers” (IFRS 15 by
IASB and Topic 606 by FASB) in May 2014. Considering
the situation that this standard is applied from the fiscal
year starting on and after January 1, 2018 for IFRS 15 and
fiscal year starting after December 15, 2017 for Topic 606,
ASBJ has developed a comprehensive accounting
standard on revenue recognition and released it along with
its implementation guidance. The ASBJ’s basic concept in
developing the Standard is to adopt the basic principles of
IFRS 15 as a starting point from the perspective of
comparability between financial statements that is one of
the benefits resulting from the consistency with IFRS 15. In
addition, if there are any items that require considerations
such as those that have been accepted as practical

accounting treatments in Japan, alternative treatments are
to be added to the extent that do not hinder comparability.
(2) Date of adoption

The Standard and Implementation Guidance are scheduled
to be applied from the beginning of the fiscal year ending
March 31, 2022.

(8) The effect of adopting the accounting standards

The effect of adopting the Standard and Implementation
Guidance is under evaluation.

Additional information

(Performance-Based Stock Compensation Plan for
Directors)

The Bank has introduced a Performance-Based Stock
Compensation Plan (hereinafter the “Plan”) for the Bank’s
directors (excluding non-executive Directors and Directors
residing overseas, the same applies hereinafter) using the
Directors’” Compensation BIP (Board Incentive Plan) Trust
(hereinafter “BIP Trust”), aiming to further raise motivation in
contributing to the medium- to long-term enhancement of
performance.

The accounting treatment for the said trust agreement is
in accordance with “Practical Solution on Transactions of
Delivering the Company’s Own Stock to Employees etc.
through Trusts” (PITF (Practical Issue Task Force) No. 30,
March 26, 2015).

(1) Outline of the transaction

The plan is a performance-based stock compensation plan
whereby the Bank contributes an appropriate amount of
money to the BIP Trust, which is used as funds to acquire
Bank’s shares. The Bank’s shares are delivered to directors
in accordance with Share Delivery Rules for directors
stipulated by the Bank. Directors shall receive delivery of
the Bank’s shares, etc., in principle, upon their retirement.
(2) Bank’s shares remaining in the BIP Trust

The Bank’s shares remaining in the BIP Trust are recorded
as treasury stock under net assets at their carrying
amounts (excluding incidental expenses). As of March 31,
2018, the carrying amount and the number of Bank’s
shares remaining in the BIP Trust are ¥278 million and 656
thousand shares, respectively.

(Performance-Based Stock Compensation Plan for
Executive Officers)
The Bank has introduced a Performance-Based Stock
Compensation Plan (hereinafter the “Plan”) for the Bank’s
executive officers (excluding those residing overseas; the
same applies hereinafter) using the Stock Grant Employee
Stock Ownership Plan (ESOP) Trust (hereinafter “ESOP
Trust”), aiming to further raise motivation in contributing to
the medium- to long-term enhancement of performance.
The Bank adopted “Practical Solution on Transactions of
Delivering the Company’s Own Stock to Employees etc.
through Trusts” (PITF No. 30, March 26, 2015) to account
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for the said trust agreement.

(1) Outline of the transaction

The plan is a performance-based stock compensation plan
whereby the Bank contributes an appropriate amount of
money to the ESOP Trust, which is used as funds to
acquire Bank’s shares. The Bank’s shares are delivered to
executive officers in accordance with Share Delivery Rules

(2) Bank’s shares remaining in the ESOP Trust

The Bank’s shares remaining in the ESOP Trust are
recorded as treasury stock under net assets at their
carrying amounts (excluding incidental expenses). As of
March 31, 2018, the carrying amount and the number of
Bank’s shares remaining in the Trust are ¥101 million and
239 thousand shares, respectively.

for executive officers stipulated by the Bank. Executive
officers shall receive delivery of the Bank’s shares, etc., in
principle, upon their retirement.

3. Supplemental Cash Flow Information

Cash and cash equivalents in the consolidated statements of cash flows for the fiscal years ended March 31, 2018 and 2017

consisted of cash and due from banks of ¥710,369 million and ¥694,588 million on the consolidated balance sheets as of March 31,

2018 and 2017, respectively.

4. Cash and Due from Banks
Cash and due from banks as of March 31, 2018 and 2017 consisted of the following:

Millions of yen

2018 2017
(72T o ISP PSSP ¥632,827 ¥605,297
DUE FOM DANKS ...ttt ettt et e et e e e e e 77,542 89,290
Lo U TP PP PP TPPPTPPRIN ¥710,369 ¥694,588

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. The Bank raises its base capital taking into account interest rate trends through deposits, long-
term borrowing, and bond issuance and uses the call market to raise additional capital to cover the daily fluctuation of its cash
needs.

On the asset side, the Bank makes investments such as lending money to individuals with small 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 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. The Bank provides
unutilized capital to call loan lending and is subject to credit risk of the borrowers. Securities mainly consist of bonds and stocks
with high creditworthiness and liquidity, all of which are classified as being held as available-for-sale securities. These securities

are subject to borrower and issuers’ credit risks, interest rate risk, foreign exchange risk, and market (price) risk. Loans are those

for individual customers (revolving card loans), which are subject to credit risks 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

Y

0

=

Basic policies related to credit risk are governed by the 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 policies and guidelines, reserve
policies and 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.

Market Risk Management

Basic policies related to market risk are governed by the 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 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 one year to a 99.9% confidence level assuming a 125-day holding period. As of March 31, 2018, the Bank’s
market risk quantity (maximum potential loss) is ¥1,071 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 market volatility, it may underestimate the probability of extreme
market movements and, may in some instances, not properly capture those risks.

Management of Liquidity Risk

Basic policies related to liquidity risk are governed by the 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.

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.
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2) Fair Value of Financial Instruments

The following table summarizes the amounts stated in the consolidated balance sheets and the fair value of financial instruments

as of March 31, 2018 and 2017 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)).

(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. For deposits with
maturity, the carrying amount is presented as the fair value, for the fair value approximates such carrying amount due to its short deposit term (within one
year).

March 31. 2018 Millions of yen (2) Securities
? Carrying The fair value of equity securities is determined based on the price quoted by the exchange. The fair value of bonds is determined based on the price
amount Fair value Difference quoted by the exchange or the financial institutions from which they are purchased.
See “6. Securities” for notes on securities by category based on purposes of holding the securities.
(1) Cash and due from DANKS T .. ..iieiie e e e e ¥710,367 ¥710,367 ¥ - (3) Loans
() Securities 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
AvailabIe-fOr-Sale SECUIMTIES .......vviiiiiiiiieie it 59,816 59,816 — with fixed interest rate.
3) L 20 715 For receivables from bankrupt, substantially bankrupt, and bankruptcy risk obligors, credit loss is estimated based on factors such as the present value
(B) LLOBIMS ’ of expected future cash flow or the expected amount to be collected from collaterals and guarantees. Therefore, fair values of these loans are stated at the
AOWANCE TOr CreAIt IOSSES 1 oo 0) consolidated balance sheet amounts at the balance sheet date after deducting the current estimated credit losses because this amount closely
approximates fair value.
22,715 22,715 - (4) ATM-related temporary payments
(4) ATM-related TeMPOFArY PAYMENTS T ....v.eeeeeeeeeeeeeee oo st se s 146,975 146,975 _ 'Sl'Ss hre;n;frgrg ;?;gnjn?fthe payments are short-term (within one year). Thus, the carrying amount is presented as the fair value, for the fair value approximates
TOTAI @SSEES wuvvtiitiiiiie ittt ettt et e e e e e e et aaaaaaes ¥939,873 ¥939,873 ¥ - '
Liabilities
QB =] oo ] T PSP O PO PRUPPRPPRRPPR ¥623,206 ¥623,550 ¥ 343 (1) Deposits
_ _ _ For demand deposits, the amount payable on demand as of the consolidated balance sheet date (i.e., the carrying amount) is considered to be the fair
(2) G MONGY oo s value. Fixed-rate time deposits are grouped by certain maturity lengths. The fair value of such deposits is the present value of expected cash flow. The
(B) BOITOWED IMONEBY ..tviiiiiieeeee ettt et e e e e e e e e e e et a e e e e e e e e e e e 10,000 10,092 92 discount rate used is the interest rate that would be applied to newly accepted deposits. For deposits with maturity of within one year, the carrying amount
is presented as the fair value, for the fair value approximates such carrying amount.
(4) BONGS veveevseesreseee s 95,000 96,436 1,436 2) Call mone
, y ) y
(5) ATM-related tempPOrary @QVANGCES ..........ccccovieeireeeiseeeieeee e ees et 59,032 59,032 — These transactions have short contractual terms (within one year). Thus, the carrying amount is presented as the fair value, for the fair value approximates
such carrying amount.
TOAI HIADIITIES ..ttt et e e e e ettt e e e e e e e e e e ¥787,239 ¥789,1 11 ¥1 ,872 (3) 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
Derivative transactions to which: borrowings qualifying for special hedge accounting treatment of interest rate swaps under Japanese GAAP, 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
(1) hedge accounting method is NOt APPIEA .....vveeeiiiiieeiiiiee e ¥ 20 ¥ 20 ¥ — applicable to us.
(2) hedge accounting method is applied . _ _ _ amESrrw :h%:aeor;r?swsg frlgggﬁé \;\2}[2 r;(z)artrtérv\lt/?/n(;f within one year, the carrying amount is presented as the fair value, for the fair value approximates such carrying
Total derivative tranSaACTIONS .........iiiiiiiii e ¥ 20 ¥ 20 ¥ — (4) Bonds
The fair value of corporate bonds issued by the Bank is determined based on the market prices.
(5) ATM-related temporary advances
Millions of ven The remaining terms of the payments are short-term (within one year). Thus, the carrying amount is presented as the fair value, for the fair value approximates
March 31, 2017 i Y such carrying amount.
arrying . .
Fair value Difference
amount
Derivative transactions
1 —
(1) Cash and due from DaNKS T ... ¥694,586  ¥694,586 ¥ See “30. Derivative Financial Instruments and Hedging Transactions” for details.
(2) Securities
. " (Note 2) The following table summarizes financial instruments whose fair value is extremely difficult to estimate. These securities are not included in the amount
Availalle-for-8ale SECUMHES ..., 75,490 75,490 - presented under the line item “(2) Securities” in the table summarizing fair value of financial instruments.
) I 7= T PP UPRR 19,829 Milions of yen
Allowance for Credit I0SSES 1 ......iiiiiiiiii e ()] 2018 2017
19,828 19,828 - UNNSEEA EQUILY SECUMHIES 1 vveveevrveeeeereeeeeees et eee st esees s eeetees et ese s s e es s s eesens ¥ 203 Y 144
(4) ATM-related temporary PaymeNts ' ... 89,284 89,284 — [NMVESEMENES IN PAMNEISIID 2 ..ottt et ee et et et ee et et 1,919 2231
TOTAL @SSEES vvvtiiiiiiie ittt e e e e e aaaaaes ¥879,191  ¥879,191 Y - Total ¥2 122 Y2 375
(1) DBPOSIES .v.veiveiveee ettt ettt ettt ettt ettt ettt ¥572,310 ¥572,823 Y 512 Notes: 1. Untllistetd ?gui;ylseclurities are not included in the scope of fair value disclosure, since they do not have market price and are extremely difficult to
estimate the fair value.
(2) CallMONBY ... 10,000 10,000 — 2. Investments in partnership are not included in the scope of fair value disclosure, because the partnership assets consist of unlisted equity
(B) BOITOWED MONEY ..ottt s et e et 10,000 10,159 159 securities and other items whose fair value is extremely difficult to estimate.
(B) BONGAS .ttt 110,000 111,497 1,497
(5) ATM-related tEMPOrary QAVANCES .........cccceiiiiiiiiiiiee e et e e e e e e e e e 37,763 37,763 —
Total HADIIHIES ......viiiiiiiii ¥740,074 ¥742,243 ¥2,169

Derivative transactions to which:
(1) hedge accounting method is NOt APPIEA ......veeeiiiiieeiiiie e ¥ — ¥ — ¥
(2) hedge accounting method is applied — —

Total derivative tranSACTIONS .......viiiiiiiiie e e ¥ — ¥ — ¥

Note: 1. Allowance for credit losses corresponding to loans is deducted. However, with respect to items other than loans, the amounts stated in the consolidated
balance sheets are ones for which allowances are deducted directly since the amounts of allowance for credit losses corresponding to these items are not
material.
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(Note 3) Redemption schedule of monetary claims and securities with maturities

March 31, 2018

Millions of yen

. Over one year Over three Over five Over seven
Within one but within years put years but years but Over ten
year three years within five within seven within ten years
years years years

Due from banks ' ... ¥ 77,542 ¥ — ¥ - ¥— ¥— ¥—

Securities:

Available-for-sale securities with maturity .......... 20,630 36,820 1,200 — — —
Japanese municipal bonds .........ccccccoeeieennn 5,900 16,120 700 — — —
Corporate bonds ........cccceevvvvieeiiiiie e 14,730 20,700 500 — — —

LOANS 2 oo 22,672 — — — — —

ATM-related temporary payments ..............c...... 146,977 — - - - —

TOMAl i ¥267,821 ¥36,820 ¥1,200 ¥— ¥— ¥—

March 31, 2017 Millions of yen

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

Due from banks " ..o ¥ 89,290 ¥ — ¥ - ¥— ¥— ¥—

Securities:

Available-for-sale securities with maturity .......... 32,600 35,060 6,600 — — —
Japanese municipal bonds ..........ccccceeeeeinn 7,500 16,320 4,700 — — —
Corporate bonds ........ccceevviveeeiiiiieeiiieeen 25,100 18,740 1,900 — — —

LOBNS 2 1ottt 19,763 - — — - —

ATM-related temporary payments ..............c...... 89,286 — — — — —

TOMAl v ¥230,939 ¥35,060 ¥6,600 ¥— ¥— ¥—

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

2. For loans, ¥43 million and ¥65 million as of March 31, 2018 and 2017 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.”

(Note 4) Repayment schedule of bonds payable, borrowed money, and other interest bearing debt

March 31, 2018

Millions of yen

Over one vear Over three Over five Over seven
Within one b tvvithsi/n years but years but years but Over ten
year thlEJ g within five  within seven within ten years
ee years years years years
DEPOSIES T 1ovieiireciiie e ¥519,265 ¥ 73,256 ¥30,685 ¥ - ¥ - ¥—
Call MONEY .vvvvieeeciiiee e — — - - - -
Borrowed MONEY ......ccvviiiiiiiiiiiiiiiiiiiiieeeeeeee — 10,000 — — — —
BONAS i = 30,000 20,000 15,000 30,000 =
ATM-related temporary advances ..................... 59,032 — — — — —
Total v ¥578,298 ¥113,256 ¥50,685 ¥15,000 ¥30,000 ¥—
March 31, 2017 Millions of yen
Over one vear Over three Over five Over seven
Within one but withyin years but years but years but Over ten
year three vears within five within seven within ten years
ree year years years years

Deposits ! ¥466,895 ¥ 68,298 ¥37,116 ¥ — ¥ — ¥—
Call money 10,000 — — — — —
Borrowed MONEY ......ccvvvveeiiiiieiiiiee e — 10,000 — — — —
Bonds 45,000 30,000 — 20,000 15,000 —
ATM-related temporary advances 37,763 — — — — —
TOtal v ¥559,659 ¥108,298 ¥37,116 ¥20,000 ¥15,000 ¥—

Note: 1. 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, 2018 and 2017:
Available-for-sale securities:

Millions of yen

March 31, 2018

Acquisition Carrying

Securities with higher balances than acquisition costs cost amount Difference
EQUILY SECUMHIES ..ttt ettt et e s e et e eereeeneas ¥ 151 ¥ 683 ¥531
Bonds:
Japanese MUNICIPAl DONAS ....vvvviiiiiiiecccce e 2,520 2,520 0
(@76 ] 00] =1 (= o To 1T 1S PRSP RSUTPR 4,019 4,020 0
TOTAL e ¥6,692 ¥7,224 ¥532
Millions of yen
Securities with the same or lower balances than acquisition costs AC%%ZTOH 2;%2? Difference
Bonds:
Japanese MUNICIPAI DONGAS ...vviviviiiiiiiiee et ¥20,467  ¥20,462 ¥ 4
[@7e]0le] =1 (=1 o JolaTe [N NNUUU PSSP SRRPPPPRN 32,144 32,128 (15)
L] = PO PO PTUPOPTPPPRN ¥52,611 ¥52,591 ¥ (19)
GIrANG TOTAL .. ¥59,303  ¥59,816 ¥513
March 31, 2017 Millions of yen
Securities with higher balances than acquisition costs AC%SZTOH 2?;%2? Difference
EQUITY SECUNTIES .ttt e et e e e e e e e e e e ¥ 151 ¥ 540 ¥388
Bonds:
Japanese MUNICIPAl DONAS ....vvviiiiiiiiceeeee e 18,745 18,747 2
(@76 ] 0T0] = 1 (= o Jo 1T 1S PSR SUPRSPPPS 25,659 25,664 5
TOTAL e ¥39,556  ¥39,952 ¥396
Millions of yen
Securities with the same or lower balances than acquisition costs AC%LSZTOH 2?;%2? Difference
Bonds:
Japanese MUNICIPAI DONAS ....vvviiiiiiiiiieece e e ¥15,259 ¥15,255 ¥ (3)
[@7e]ole] =1 (=] o JolaTe S NNNUUT PSR UUPSRRPPPPRN 20,292 20,282 9
L] = PP PRSP PPTRPPRN ¥35,551 ¥35,538 ¥ (13)
Grand total ¥75,108  ¥75,490 ¥382

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

Millions of yen

March 31 2018 2017
Unrealized gains (losses):
On available-for-sale SECUMIES ....uviiiiiiiiiiiiii et ¥ 352 ¥313
Deferred tax NaDIlITY ......oiiiirei (107) (95)
Net unrealized gains (losses) on available-for-sale securities, net of taxes ..........cccccvvvviirennn. ¥ 244 ¥217

Note: Unrealized gains (losses) on investments in partnership whose fair value is extremely difficult to estimate of ¥(160) million and ¥(69) million as of March 31,

2018 and 2017, respectively, are included in “Available-for-sale securities.”
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7. Assets Pledged

Available-for-sale securities were pledged as collateral for exchange settlements and overdraft transactions with the Bank of
Japan. The securities amounted to ¥59,132 million and ¥74,940 million as of March 31, 2018 and 2017, respectively.
Other assets included guarantee deposits of ¥1,296 million and ¥905 million as of March 31, 2018 and 2017, respectively.

8. Loans
Loans to bankrupt borrowers and delinquent loans were ¥2 million and ¥41 million as of March 31, 2018, and ¥1 million and
¥64 million as of March 31, 2017, respectively.

Loans to bankrupt borrowers are non-accrual loans, after write-off, to borrowers who are legally bankrupt as defined in
Article 96 (1) (i) 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 loans to bankrupt borrowers and 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, 2018 and 2017. 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.

There were no renegotiated loans as of March 31, 2018 and 2017. 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 renegotiated loans
were ¥43 million and ¥65 million as of March 31, 2018 and 2017, 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 ¥9,198 million and ¥8,065 million as of March 31, 2018 and 2017,
respectively. Unused overdraft facilities for contracts with a term of within one year also amounted to ¥9,198 million and
¥8,065 million as of March 31, 2018 and 2017, respectively.

9. Tangible Fixed Assets
Tangible fixed assets as of March 31, 2018 and 2017 consisted of the following:

Millions of yen

2018 2017
T 1o 11T T PP PR PR ¥ 1,691 ¥ 1,724
F N 11T O P PP O P PP ROUPPPRN 19,804 19,867
({07 T 3,301 4,148
o) £ USSP PPRPPRS ¥24,798 ¥25,740

The accumulated depreciation of tangible fixed assets as of March 31, 2018 and 2017 amounted to ¥55,825 million and
¥46,970 million, respectively.

10. Intangible Fixed Assets
Intangible fixed assets as of March 31, 2018 and 2017 consisted of the following:

Millions of yen

2018 2017
SOTWAIE ..o e ¥16,873 ¥19,424
GOOAWIIL . 4,672 5,845
OB e 14,412 9,203
TOTAL L ¥35,958 ¥34,473

11. Other Assets
Other assets as of March 31, 2018 and 2017 consisted of the following:

Millions of yen

2018 2017
ACCIUEBA INCOMIE 1tiiiiiieeiee ettt ettt e e ettt e e e e e e e e e e e e e e e e e e e e ettt e e e e e e aeeaeeaaeaees ¥ 9,822 ¥ 8,976
Prepaid EXPENSES ...viiiiiiiiie ittt a e e e e e 7,158 4912
1T PSP PRSPPRS 1,557 1,176
e | P PP TPPP ¥18,537 ¥15,064

12. Deposits
Deposits as of March 31, 2018 and 2017 consisted of the following:

Millions of yen

2018 2017
DS 0 oS 1 £ T TSP P PP ¥622,406 ¥571,510
Negotiable certificates Of AEPOSIT ....vvviiiriiieiiiii e 800 800
TORAI e ¥623,206 ¥572,310

13. Borrowed Money and Lease Obligations
Borrowed money and lease obligations as of March 31, 2018 and 2017 consisted of the following:

Millions of yen

2018 2017

Borrowed money from banks and iNnSUrance COMPANIES .........uvvveriiirieiiiiee e ¥10,000 ¥10,000
LEASE ODNGALIONS ©.vveeiiiiii ettt ettt e e e e st e e e et e e et e e e 38 75

The weighted average interest rate applicable to the balance of total borrowed money as of March 31, 2018 and 2017 was
0.70% and 0.70%, respectively.

The weighted average interest rate applicable to the balance of lease obligation (excluding amounts due within one year) as
of March 31, 2018 was 12.34%, while the weighted average interest rate applicable to amounts due within one year of lease
obligations as of March 31, 2018 was 11.66%.
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The repayment schedule on borrowed money and lease obligations as of March 31, 2018 and 2017 were as follows:

Millions of yen

Borrowed money 2018 2017
WWITRIN ONE YEAT ..ttt e e e ettt e e e e e e e e e e aneeees ¥ — ¥ —
Over one year but WIthin TWO YEAIS ......uiiiiiiiie i 10,000 —
Over two years but Within thre€ YEarS .......c..viiiiiiiiiiiii e — 10,000
Over three years but Within fOUr YEAIS ......cuvviiiiiiiiie et — —
QOver four years but Within fiVe YEAIS ........uiiiiiiiicccc e — —
OVET fIVE YBAIS .eti ittt ettt ettt b ettt e e bt e st e et e e r e e et e et eeeneee s — —
Lease obligations 2018 2017
WIERIN ONE YBAT .t e e e e et a e e e e e e e e e e ¥ 34 ¥ 35
Over one year but WIthin tWO YEAIS .....coiuiiiiiiiiiii et & 35
Over two years but within three years 0 4
Qver three years but within four years — —
Over four years but Within fiVE YEAIS ........ccuiiiiiiiie e - —
OVEI fIVE YBAIS ©eiiiiiiiie ettt ettt e et e ettt e e ettt e e ettt e e e et e e e e e sttt e e e et e e e e e nneeeeeann — —
14. Bonds

Bonds as of March 31, 2018 and 2017 consisted of the following:

Millions of yen

Unsecured:

0.39% unsecured bonds due June 20, 2017, date of issue May 31, 2012 .......coceviiiiiiieinnn
0.61% unsecured bonds due June 20, 2019, date of issue May 31, 2012
0.24% unsecured bonds due March 20, 2018, date of issue March 7, 2013
0.46% unsecured bonds due March 19, 2020, date of issue March 7, 2013 .......ccccceeviveeennn

2018 2017
¥ = ¥ 30,000
10,000 10,000
= 15,000
20,000 20,000
20,000 20,000
15,000 15,000
30,000 —
¥95,000 ¥110,000

The repayment schedule on bonds as of March 31, 2018 and 2017 was as follows:

Millions of yen

WWITRIN ONE YEAT ..ttt e e e e ettt e e e e e e e e e e aaneeees
Over one year but WIthin TWO YEAIS .......iiiiiiiie et
Over two years but Within thre€ YEars .......cc.uiiiiiiiiiiiii e
Over three years but Within fOUr YEAIS ......cuuviiiiiiiii e
Qver four years but Within fiVE YEAIS .......uviiiiiiiiicc e

Over five years

2018 2017
¥ - ¥45,000
30,000 —
= 30,000
20,000 —
45,000 35,000

15. Other liabilities
Other liabilities as of March 31, 2018 and 2017 consisted of the following:

Millions of yen

2018 2017
ACCIUEA BXPENSES ..vvvvveeeitieeeatiteeeaaanteteeasstaeeeassreee e e e sttt e aassaeeeeesstaeeeeaneeeeeaantaeeeeastaeeeennneeeeennn ¥ 8,893 ¥ 6,541
Asset retirement ODlIGAtIONS .........iiiiii e 355 353
(@11 TSRS RO UPRTRRPR 4,478 4,057
Lo} = PRSPPSO TPPPSPRPI ¥13,727 ¥10,952

16. Employees’ Severance and Retirement Benefits

The Bank has an employee pension plan that is a contributory funded defined benefit pension plan. Certain overseas

consolidated subsidiaries have lump-sum retirement payment plan as defined benefit plans.
Fiscal years ended March 31, 2018 and 2017

(1) Movement in projected benefit obligation

Millions of yen

2018 2017
Balance at the beginning of the year ¥2,514 ¥2,327
Service cost 221 220
Interest cost 25 23
Actuarial difference 161 20
Benefits paid (109) (78)
[T PSP PPRTPPPR 0) 0
Balance at the end Of the YEAI .......iiiiiiii e ¥2,812 ¥2 514
(2) Movement in plan assets

Millions of yen

2018 2017
Balance at the beginning Of the YEar ........iiiiiiii e ¥2,696 ¥2,395
Expected return ON PIaN @SSEIS .....uiiiiiiiiiiiii e 67 59
Actuarial AIffErENCE ......oiiiiiii et 175 81
Contributions paid by the EMPIOYET ......iiiiiiiieecc e 244 236
BENETIES PAIA ittt e e e e (109) (77)
Balance at the end Of the YEar ........oviiiiiiic e ¥3,074 ¥2,696

(3) Reconciliation from projected benefit obligation and plan assets to liability and assets for retirement benefits

recorded on the consolidated balance sheet

Millions of yen

2018 2017

Funded projected benefit OBIGAtIoN ........viiiiiiiiee e ¥ 2,809 ¥ 2,512
PIAN GSSEES ...iiiiiiiii et e (8,074) (2,696)

(264) (183)
Unfunded projected benefit ODIIGatioN ..........ccvviiiiiiiii 2 1
Total net liability (asset) for retirement benefits at the end of the year (261) (182)
Liability for retirement DENETITS .....uvviiiiiiiiiii e 2 1
Asset for retiremMeNnt DENEILS .. ...viiiiiiiie e (264) (183)
Total net liability (asset) for retirement benefits at the end of the year ..., ¥ (261) ¥ (182)
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(4) Retirement benefit costs

Millions of yen

2018 2017
SEBIVICE COSE ..ttt ittt et e e e e et e e e e e e e et e e e ¥221 ¥220
INEEIEST COST ittt ettt e e e e e et e e et e e e e e e e e s 25 23
Expected return 0N PIAN @SSEIS ....viiiiiiiiiicii (67) (59)
Amortization of actuarial differenNCe ........oooiiiiiii e 22 36
(O 11T PP PRSPPI 0) 2
Retirement DENETIt COSIS ..iiiiiiiiiiiiiiii e e ¥200 ¥223

(5) Adjustments for retirement benefit
The components of items recognized in adjustments for retirement benefit (pre-tax) were as follows:

Millions of yen

2018 2017
Actuarial diffErBNCE ..o ¥36 ¥97
Total amount recognized fOr the YEar ......ccciiiiiiii e ¥36 ¥97

(6) Accumulated adjustments for retirement benefit
The components of items recognized in accumulated adjustments for retirement benefit (pre-tax) were as follows:

Millions of yen

2018 2017
Unrecognized actuarial diffEerENCE ......ciuiiiiiiiiie e ¥(142) ¥(106)
Total balance at the end Of the Year ... ¥(142) ¥(106)
(7) Plan assets
(@) Plan assets comprise:

2018 2017
o] T PSPPSR SPPRPPP 45% 43%
o 1YY= 1111 OSSPSR 38% 39%
(10T TSP PPU PSPPSR 17% 18%
0] 2= PP R PSP PPPRPI 100% 100%

(b) Long-term expected rate of return on plan assets
Current and target asset allocations, historical and expected returns on various categories of plan assets have been
considered in determining the long-term expected rate of return.

(8) Actuarial assumptions
The principal actuarial assumptions, presented in weighted average rates, as of March 31, 2018 and 2017 were as
follows:

2018 2017
[T eTo 10 ) f =1 (YO USRS PPPRPPP 0.5% 1.0%
Long-term expected rate of return on plan aSSEtS .......coooviiiiiiiiiiiiiiii e 2.5% 2.5%
Expected rate of Salary INCrEASE .........ccciiiiiiiiiee e 2.9% 2.9%

Note: Disclosure of information on overseas consolidated subsidiaries was omitted since it is immaterial.

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.

18. Fees and Commissions Income
Fees and commissions income for the fiscal years ended March 31, 2018 and 2017 consisted of the following:

Millions of yen

2018 2017
Remittance-related fE8 INCOME ... e ¥ 2,582 ¥ 2,358
ATM-related fEE INCOME ...vvi e eaans 116,854 112,051
LG0T SRR SPPR 4,070 3,815
1Ko = PO PPPPPPPRPRR ¥123,507 ¥118,226

19. Fees and Commissions Expenses
Fees and commissions expenses for the fiscal years ended March 31, 2018 and 2017 consisted of the following:

Millions of yen

2018 2017
Remittance-related fee expenses ... ¥ 1,466 ¥ 1,359
ATM PlaCEMENT fEE EXPENSES ..uvvvvviiiiiee e ettt e et e e e e e e et a e e e e e e e e e e e eaaaes 20,853 18,693
ATM-related TEE EXPENSES .....iiiiiiiiiiiii ettt e e e ettt e e e e e e e e e e 2,375 1,527
1T PSPPSR 1,888 1,511
Ot et ¥26,583 ¥23,092

20. Other Operating Income
Other operating income for the fiscal years ended March 31, 2018 and 2017 consisted of the following:

Millions of yen

2018 2017
¥279 ¥249
¥279 ¥249
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21. Other Operating Expenses 25. Other Comprehensive Income

Other operating expenses for the fiscal years ended March 31, 2018 and 2017 consisted of the following: Other comprehensive income for the fiscal years ended March 31, 2018 and 2017 consisted of the following:
Millions of yen Millions of yen
2018 2017 2018 2017
BONA ISSUE COSES ...ttt ¥90 ¥— Net unrealized gains (losses) on available-for-sale securities, net of taxes
Amount arising during the YEaI ........uviiiiiieee e ¥ 29 ¥(181)
Reclassification adjUSTMENT ........ooiiiiii e 9 —

22. General and Administrative Expenses

. o . ) Amount before income tax effect 39 181
Main items and amounts of general and administrative expenses for the fiscal years ended March 31, 2018 and 2017 were as (181)
Income tax effect 11) 55
follows:
- o] 2= T OO P OTPR O PP PPPPRPPPINE ¥ 27 ¥(126)
Millions of yen Fore ; ati diust N
2018 2017 orign curtren.o.y re(ljns.a |o;a justments vron Y50,
mount arisin NG TNE YBAI .vviiiiii e

Salary and @lIOWANCE ......uuvviiiiiiiee e ¥ 6,477 ¥ 5,999 R IU i f tl g l:jn gf[ 1/ '

REIrEMENt DENETIE COSTS ..viirieitie ettt ettt ettt ettt 210 223 ec:ls& lof tl)or; a JIUS men tax e fft ''''''''''''''''''''''''''''''''''''''''''''''''''''''''' — 250
mount before income tax effeCt ..........coivviiiiiiiiii

Depreciation Of fIXEA ASSELS ....vviiiiiiiiii it 17,102 18,766 | Y ; ;f lt (704) (450)
Business outsourcing expenses 18,515 17,861 ACOME TAXGHECL vvssssssserrmsssvvi s —
o] 2= USSP PP SPPRPPRN ¥(704) ¥(450)

Adjustments for retirement benefit
23. Other Income Amount arising during the year ¥ 14 ¥ 60
Other income for the fiscal years ended March 31, 2018 and 2017 consisted of the following: Reclassification adjustment 22 36
Millions of yen Amount before income tax effeCt ... 36 97
2018 2017 INCOME TAX EIFECT ..o (11) (29)
Reversal of allowance for Credit IOSSES .........vvvviiiiiiiiiiiiii e ¥ — ¥ 34 L[] 7= OO PP PP PPUPPPPPPPPPOS ¥ 24 ¥ 67
[ 4T PSP PRSPPI 477 248 Total other COMPreNENSIVE INCOME ......vviieeiiiii et e e ¥(653) ¥(509)

o) £ USSP PPRPPRS ¥477 ¥283

24. Other Expenses
Other expenses for the fiscal years ended March 31, 2018 and 2017 consisted of the following:

Millions of yen

2018 2017
Losses 0N dispOSsal Of fIXEA ASSELS .....vviiiiiiiiii i ¥141 ¥167
Provision of allowance for Credit [0SSES ......ooiiiiiiiii e 6 —
LT PP PP TPPPRN 306 68

TOTAI i ¥454 ¥236
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26. Income Taxes

Income taxes of the Bank and its domestic consolidated subsidiaries in the consolidated statements of income consist of
corporation tax, inhabitants tax and enterprise tax.

(1) Significant components of the deferred tax assets and liabilities as of March 31, 2018 and 2017 were as follows:

Millions of yen

2018 2017

Deferred tax assets:

Net operating [0SS Carry fOMWAIAS .. ...iiiiiiiieeiii et e e e e e e e ¥1,163 ¥ 678
ENTEIDIISE 18X oottt e a e e e e 428 271
Depreciation of fixed assets 202 180
StOCK OPTION EXPENSES ..vvtviiiiiiiieeee ettt e e e e e e s s e e e e e e e e e e e e aeeeee s 163 163
RESENVE TOr DONUSES ... 129 131
Asset retirement ODlIGAtIONS ........viiieii e 108 108

ACCOUNTS PAYADIE ...ttt e ettt e e e e e e e e e

(Formerly recorded as reserve for retirement benefits for directors and
SEAtUTONY QUTITOIS) 1.uvviiiiiieiit ettt ettt et e e 45 45

Reserve for stocks payment 31 —
Allowance for credit losses 11 9
[T PO PPRRUPPPR 86 72
Subtotal deferred taxX ASSEIS ....ciiiiiiiiiiieeee e ————————— 2,369 1,661
Valuation @IIOWEANCE ...vvvieiiiiiie ettt e et e e e e e et e e e rae e (873) (16)
Total deferred TaX ASSEIS ...iiiiiiiiiieie e e aaaaaaes ¥ 1,496 ¥ 1,644
Deferred tax liabilities:
Intangible fixed assets recognized with business combination ...........cccccvveviiiiieiiinee e, ¥ (885 ¥(1,560)
Net unrealized gains (losses) on available-for-sale SECUNLIES ......c..ooiiviiiiiiiiiiiiciceeee (107) (95)
Adjustment for tangible fixed assets related to asset retirement obligations ...........cccccccoeveenne (33) (35)
(@1 0= O PP P U PP R PPRTPRPPI (392) (332)
Total deferred tax NADItIES ......iiiviiiee e (1,418) (2,024)
Net deferred tax assets (lADIIIHIES) ...vvviiiiiiieeiiiie e ¥ 77 ¥ (380)
Note: Net deferred tax assets (liabilities) are included in the following items in the consolidated balance sheets.
Millions of yen

2018 2017
DEFEITEA TAX ASSELS ..iiiiiiiiiiiiiiiitii et e e e et e e e e e ¥962 ¥ 790
Deferred tax ADINTIES . ..oivii et 885 1,170

(2) Reconciliation of the material difference between the statutory tax rate and the effective income tax rate for the fiscal

year ended March 31, 2018 was as follows:

2018 2017

SEALULONY TAX FAIE 1iiiiie et e e e e st e e e e e et ae e 30.86% —%
Non-deductible expenses, including entertainment expenses 0.11 —
Increase (decrease) in valuation allowance 3.54 —
(1.23) —
0.80 -
(0.38) —

33.70% —%

For the fiscal year ended March 31, 2017, reconciliation of the material difference between the statutory tax rate and the
effective income tax rate is not disclosed because the difference is less than 5% of the statutory tax rate.

(3) Adjustments to deferred tax assets and deferred tax liabilities due to the change in income tax rate
In the U.S., Tax Cuts and Jobs Act was passed on December 22, 2017, and the federal corporate income tax rate was
lowered from 35 % to 21% on and after January 1, 2018.
As a result of this tax rate change, deferred tax liabilities (after deducting deferred tax assets) and income taxes
deferred decreased by ¥471 million and ¥468 million, respectively.

27. Changes in Net Assets

(1) Information on shares issued and treasury stock:
Type and number of shares issued and treasury stock for the fiscal years ended March 31, 2018 and 2017 were as
follows:

Year ended March 31, 2018 Thousands of shares
April 1, Increase Decrease March 81,
2017 2018
Shares issued
COMMON STOCK vttt e e e e e s e e e e e e e eeaeaans 1,191,528 — — 1,191,528
e = PO PO PP PP PPPPPPPPPPP 1,191,528 — — 1,191,528
Treasury stock
ComMIMON STOCK 18192 et 0 896 — 896
O AL ettt e 0 896 - 896
Notes: 1. Increase in number of shares of treasury stock: 896 shares due to acquisition of the Bank’s shares by the BIP Trust and ESOP Trust.
2. The number of treasury shares as of March 31, 2018 includes 896 thousand shares of the Bank held by the BIP Trust and ESOP Trust.
VYear ended March 31, 2017 Thousands of shares
April 1, Increase Decrease March 81,
2016 2017
Shares issued
Common stock ' 1,191,001 527 — 1,191,628
1,191,001 527 — 1,191,628
Treasury stock
COMMON STOCK 1ttt e e taaee s 0 — — 0
TOTI e e 0 — — 0
Note: 1. Increase in number of shares of common stock: 527 thousand shares due to exercise of subscription rights to shares.
(2) Information on subscription rights to shares:
Year ended March 31, 2018 Thousands of shares
Balance at
. o Type of April 1, March 31, March 31,
Details of subscription rights to shares shares 2017 Increase Decrease 2018 2018
(Millions of yen)
Subscription rights to shares as stock options ............. — ¥533
TOMAL it — ¥533
Note: There are no treasury subscription rights to shares.
Year ended March 31, 2017 Thousands of shares
Balance at
. _— . Type of April 1, March 31, March 31,
Details of subscription rights to shares chares 2016 Increase Decrease 2017 2017
(Millions of yen)
Subscription rights to shares as stock options ............. — ¥533
TOMAL e — ¥533

Note: There are no treasury subscription rights to shares.
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(3) Information on dividends:
(@) Dividends paid in the fiscal years ended March 31, 2018 and 2017
Year ended March 31, 2018 (Millions of yen, except per share amounts)

Aggregate amount Cash dividends

Type of shares o Source of dividends Record date Effective date
of dividends per share
Common stock ’ ¥5,659 Retained earnings ¥4.75 March 31, 2017 June 1, 2017
Common stock 2 ¥5,659 Retained earnings ¥4.75 September 30, 2017 December 1, 2017

Notes: 1. Date of resolution: Board of Directors meeting held on May 26, 2017
2. Date of resolution: Board of Directors meeting held on November 10, 2017
Aggregate amount of dividends determined by the resolution of Board of Directors on November 10, 2017 includes ¥4 million of dividends on the Bank’s
shares held by the BIP Trust and ESOP Trust.

Year ended March 31, 2017 (Millions of yen, except per share amounts)

Aggregate amount Cash dividends

Type of shares . Source of dividends Record date Effective date
of dividends per share
Common stock * ¥5,359 Retained earnings ¥4.50 March 31, 2016 June 1, 2016
Common stock 2 ¥5,063 Retained earnings ¥4.25 September 30, 2016 December 1, 2016

Notes: 1. Date of resolution: Board of Directors meeting held on May 25, 2016
2. Date of resolution: Board of Directors meeting held on November 4, 2016

(b) Dividends to be paid in the fiscal year ending March 31, 2019

(Millions of yen, except per share amounts)

Aggregate amount Source of dividends Cash dividends Record date Effective date

Type of shares of dividends per share

Common stock ¥6,255 Retained earnings ¥5.25 March 31, 2018 June 1, 2018

Note: Date of resolution: Board of Directors meeting held on May 25, 2018
Aggregate amount of dividends to be paid includes ¥4 million of dividends on the Bank’s shares held by the BIP Trust and ESOP Trust.

Cash dividends per share based on business results for the fiscal year ended March 31, 2018 were ¥10.00 annually with the
year-end dividend of ¥5.25 added to the interim dividend of ¥4.75

28. Related Party Transactions

(1) Transactions with related parties
Related party transactions for the fiscal years ended March 31, 2018 and 2017 were as follows:
(@) Parent company and major shareholders

Year ended March 31, 2018

Amounts of transactions Balance at the end of fiscal year
Related party Category Description of transactions Millions of yen Account title Millions of yen
Payment of ATM .
Seven-Eleven Other related Y Other liabilities
, . placement fee ¥13,024 g ¥1,203
Japan Co., Ltd. companies 0 (Accrued expenses)
expenses

Notes: 1. 38.07% of the outstanding common stock of the Bank is directly owned by Seven-Eleven Japan Co., Ltd. as of March 31, 2018.
2. Terms and conditions as well as decision policies of terms and conditions:
The terms and conditions as well as decision policies of terms and conditions associated with ATM placement fees are determined by comprehensively
taking into account of compensation for delegated administrative work and Seven-Eleven Japan’s infrastructure costs.
3. The accrued expenses include consumption tax.

Year ended March 31, 2017

Amounts of transactions Balance at the end of fiscal year
Related party Category Description of transactions Millions of yen Account title Millions of yen
Payment of ATM I
Seven-Eleven Other related Y Other liabilities
; . placement fee ¥12,681 B ¥1,160
Japan Co., Ltd. companies 5 (Accrued expenses)
expenses

Notes: 1. 38.07% of the outstanding common stock of the Bank is directly owned by Seven-Eleven Japan Co., Ltd. as of March 31, 2017.
2. Terms and conditions as well as decision policies of terms and conditions:
The terms and conditions as well as decision policies of terms and conditions associated with ATM placement fees are determined by comprehensively
taking into account of compensation for delegated administrative work and Seven-Eleven Japan’s infrastructure costs.
3. The accrued expenses include consumption tax.
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(b) Company that has the same parent company as the Bank, and subsidiaries of the Bank’s other related companies
There is no material transaction to be noted for the fiscal years ended March 31, 2018 and 2017.

(2) Notes on the parent company or any significant affiliated company
(@) Parent company
Seven & i Holdings Co., Ltd. (listed on the Tokyo Stock Exchange)

29. Lease Transactions

Finance Leases:
Disclosure is omitted as it is immaterial.

Operating Leases:
Future minimum lease payments under non-cancelable operating leases as of March 31, 2018 and 2017 were as follows:

Millions of yen

2018 2017
DUE WItNIN ONE YBAI .ttt ¥191 ¥679
DUE FIEI ONE YEAI ittt e e ettt e e e e e e e e e e 169 298
TOTAL et ¥361 ¥o77

30. Derivative Financial Instruments and Hedging Transactions

Derivative transactions to which the hedge accounting method is not applied:

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

Currency related transactions:

March 31, 2018 Millions of yen
Cat T Contract or Over on r Fair val Unrealized
egory ype notional amount erone yea arvaue Gains/(Losses)
Foreign exchange forward:
Over-the-counter Sell ¥1,105 ¥— ¥20 ¥20

US dollar

Notes: 1. The above transaction is measured at fair value and unrealized gains or losses are recognized in the consolidated statement of income.
2. Fair value is determined by the discounted cash flow method, etc.

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 consolidated 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, 2018 Millions of yen

Contract or

Hedge accounting method Hedging instruments Hedged items notional amount Over one year Fair value
Special treatment for Interest rate swaps
b . ; . Borrowed money ¥10,000 ¥10,000 Note
interest rate swap Receive variable, pay fixed

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.”
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March 31, 2017

Millions of yen

Hedge accounting method

Hedging instruments

Hedged items

notional amount

Contract or .
Over one year Fair value

Special treatment for
interest rate swap

Interest rate swaps
Receive variable, pay fixed

Borrowed money

¥10,000 ¥10,000 Note

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.”

31. Stock Options

Share-based compensation expenses of ¥105 million are recorded as general and administrative expenses in the fiscal year
ended March 31, 2017. No expenses were recorded in the fiscal year ended March 31, 2018.
Outline of stock options and changes were as follows:

(1) Outline of stock options

First grant-1

Second grant-1

Title and number of grantees ............
Number of stock options ' ................
Grantdate .......ccocovviiiiiciiin
Condition for vesting ........ccccccveennn.

Requisite service period ....................
Exercise period ........ccccecveiiiiiiiiinnnnn..

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

4 directors

171,000 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

No provisions

From August 4, 2009 to August 3, 2039

Second grant-2

Third grant-1

Title and number of grantees ............
Number of stock options ' ................
Grant date .....coooevviiiiiiiien
Condition for vesting .........cccccevevennn.

Requisite service period ....................
Exercise period ........ccccccceiiiiiiiiiiiii.

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 an executive officer (or if a
subscription holder assumed as a director,
within 10 days from the day following the
day that the subscription holder loses his/
her position as a director)

No provisions

From August 4, 2009 to August 3, 2039

5 directors

423,000 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

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

Fourth grant-1

Fourth grant-2

Title and number of grantees ............
Number of stock options ' ................
Grantdate ......cccccoviiiiiciiicn
Condition for vesting

Requisite service period ....................
Exercise period .......ccccccciiiiiiiiiiiiii.

5 directors

440,000 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

No provisions
From August 9, 2011 to August 8, 2041

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 an executive officer (or if a
subscription holder assumed as a director,
within 10 days from the day following the
day that the subscription holder loses his/
her position as a director)

No provisions

From August 9, 2011 to August 8, 2041

Fifth grant-1

Fifth grant-2

Title and number of grantees ............
Number of stock options ' ................
Grant date ....cooveviiiiiii
Condition for vesting ........ccccoovvviniene

Requisite service period ....................
Exercise period ......cccceciiiiiiiiiiiiii.

6 directors

363,000 common shares

August 6, 2012

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

No provisions
From August 7, 2012 to August 6, 2042

7 executive officers

77,000 common shares

August 6, 2012

Within 10 days from the day following the
day that a subscription holder loses his/her
position as an executive officer (or if a
subscription holder assumed as a director,
within 10 days from the day following the
day that the subscription holder loses his/
her position as a director)

No provisions

From August 7, 2012 to August 6, 2042

Sixth grant-1

Sixth grant-2

Title and number of grantees ............
Number of stock options ' ................
Grantdate ......ccccoovivviiiiiiiiiiis
Condition for vesting ........ccccocveviniens

Requisite service period ....................
Exercise period .........cccoeeeviiiiiiinn,

6 directors

216,000 common shares

August 5, 2013

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

No provisions
From August 6, 2013 to August 5, 2043

7 executive officers

43,000 common shares

August 5, 2013

Within 10 days from the day following the
day that a subscription holder loses his/her
position as an executive officer (or if a
subscription holder assumed as a director,
within 10 days from the day following the
day that the subscription holder loses his/
her position as a director)

No provisions

From August 6, 2013 to August 5, 2043

Seventh grant-1

Seventh grant-2

Title and number of grantees ............
Number of stock options ' ................
Grantdate ......cocevviviiiii
Condition for vesting ......cccccoovvvveeenns

Requisite service period ....................
Exercise period .........cccceeeviiiiiiiinin,

6 directors

193,000 common shares

August 4, 2014

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

No provisions
From August 5, 2014 to August 4, 2044

8 executive officers

44,000 common shares

August 4, 2014

Within 10 days from the day following the
day that a subscription holder loses his/her
position as an executive officer (or if a
subscription holder assumed as a director,
within 10 days from the day following the
day that the subscription holder loses his/
her position as a director)

No provisions

From August 5, 2014 to August 4, 2044

Eighth grant-1

Eighth grant-2

Title and number of grantees ............
Number of stock options ' ................
Grant date .....ooveviiiiiiii
Condition for vesting ........ccccoovvviniene

Requisite service period ....................
Exercise period ......cccceciiiiiiiiiiiiii.

6 directors

138,000 common shares

August 10, 2015

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

No provisions
From August 11, 2015 to August 10, 2045

9 executive officers

39,000 common shares

August 10, 2015

Within 10 days from the day following the
day that a subscription holder loses his/her
position as an executive officer (or if a
subscription holder assumed as a director,
within 10 days from the day following the
day that the subscription holder loses his/
her position as a director)

No provisions

From August 11, 2015 to August 10, 2045
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Ninth grant-1 Ninth grant-2 Fourth grant-1 Fourth grant-2
Title and number of grantees ............ 6 directors 9 executive officers Before vested
Number of stock options ' ................ 278,000 common shares 72,000 common shares As of March 31, 2017 oo — —
Grant date .....cccceeeeeeeeiiiiiiiiiiiiiieee August 8, 2016 August 8, 2016 Grantea ..o — —
Condition for vesting ........ccccccovvvveenn. Within 10 days from the day following the Within 10 days from the day following the FOrfeited ..o — —
day that a subscription holder loses his/her  day that a subscription holder loses his/her NSO oo — —
position as a director position as an executive officer (or if a Outstanding — —
sgbgcription holder assumed as a.director, After vested
within 10 days from the day following the AS OFf MAICN 31, 2017 ovvvvvveeeeeeeeeeeees e 356,000 55,000
day that the subscription holder loses his/
her position as a director) Vesteq """"""""""""""""""""""""""""""""""""""""""" - B
Requisite service period ................. No provisions No provisions EXEICISEA ©.iviiiiiiiiiiiiie e — —
D From August 9, 2016 to August 8, 2046 From August 9, 2016 to August 8, 2046 FOMERET wvvvvvvvvvvrrrmssssssssmsssssssss s e - -
] ] ] . ] OULSTANAING v 356,000 55,000
Note: 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 from First grant-1 to Fourth grant-2 was adjusted to reflect the
stock split. Fifth grant-1 Fifth grant-2
Before vested
(2) Scale and changes in stock options As of March 31, 2017 ..o - -
The following describes scale and changes in stock options during the fiscal year ended March 31, 2018. Granted ... - -
The number of stock options is converted into the number of shares. FOMOItEd oo - -
VESTEA oottt — —
Fiscal year ended March 31, 2018: OUSTANAING v - -
Number of stock options After vested
First grant-1 Second grant-1 As of March 31, 2017 ..ovviiii 299,000 40,000
VESTEA 1eiiiiiiiiii e — —
Before vested EXEICISEA oiiiiiiiii e — —
As Of March 31, 2017 oo — — )
Granted. .. _ _ Forfeltedl ................................................................................. — —
Forfeited _ _ Outstanding 299,000 40,000
Vested R - - Sixth grant-1 Sixth grant-2
Outstanding - o Before vested
After vested AS Of MAICN 31, 2017 wovvvereeeeeeeeeeesseeeeseeeees s - -
AS Of March 31, 2017 eeeiiii e 120,000 133,000 Granted .. _ .
B - - e RO - -
EXEICISEA .. — — Vested .. . .
Forfeited e - - Outstanding — —
Outstanding 120,000 133,000 After vested
Second grant-2 Third grant-1 As Of March 31, 2017 eviiiii 179,000 20,000
VESTEA it — —
Before vested EXEICISEA ..viiiiiiiiiiiiiee e — —
As Of March 31, 2017 ooveeieiiccee e — — )
Granted .. _ _ Forfelteol‘ ................................................................................. — —
Forfeited _ _ OUESTANAING ©eee ittt 179,000 20,000
VBSIEA i - - Seventh grant-1 Seventh grant-2
OUESTANAING oo — — Before vested
After vested AS Of MIOH 31, 2017 oovocooeeeee oo - -
ASs Of March 31, 2017 eeeeeiiiee e 9,000 342,000 Granted. o _ _
e - - e e RO - -
Exerc'lsed ................................................................................ — — VOSIEA oo . -
Forfeited L — — Outstanding _ _
Outstanding 9,000 342,000 After vested
As Of March 31, 2017 e 161,000 28,000
VESTEA it — -
EXEICISEBA ©.vviiiiiiiiiiiiie e — —
Forfeited ............ — -
Outstanding 161,000 28,000
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Eighth grant-1

Eighth grant-2

Before vested
As Of March 31, 2017 .ooveiiiiiiccce e
(CT7=Ta) (= I PRSP PP PP PPPPRN
FOrfEIted v
VESTEA i
Outstanding
After vested
As Of March 31, 2017 eeeeeiiie e
VESTEA ittt
EXEICISEA ©vvviiiiiiiiiiiicc e
FOrfEItEd ovviiiiiiiiiiie e
OUESTANAING .+

115,000

115,000

27,000

27,000

Ninth grant-1

Ninth grant-2

Before vested
AS Of March 31, 2017 v
(=) (=" PSSP
FOEItEA woiiiiiiiie e
VESTEA oottt
OULSTANAING vt

After vested
As Of March 31, 2017 oo
VESTEA woiiiiiiit e
EXEICISEA oiiiiiiiie et
FOEIEA woviiiiiiiee e
Outstanding

278,000

72,000

First grant-1

Second grant-1

EXEICISE PriICE it ¥1 per share ¥1 per share
Average Stock priCe at EXerCiSEe .........coovviiiiiiiiiiiiiiieieieeiiii — —
Fair value at the grant date ' .........cccoeeiiiiee i, ¥236,480 per ¥221,862 per
subscription right to shares subscription right to shares
Price information Second grant-2 Third grant-1
EXEICISE PriICE .ttt ¥1 per share ¥1 per share
Average stock price at EXErCiSE ........ccvvveeeiiiiieeiiiiieeeiiiee e — —
Fair value at the grant date ' .......covveiiiiiie e, ¥221,862 per ¥139,824 per
subscription right to shares subscription right to shares
Price information Fourth grant-1 Fourth grant-2
EXEICISE PFICE wovvviveeiiiiieeeiee e ettt e e e e e e e e naeee s ¥1 per share ¥1 per share
Average stock price at EXerciSe .........cccvvveviiiieiiiiiiee e — —
Fair value at the grant date ' .......ccoovviiiiiiie e, ¥127,950 per ¥127,950 per
subscription right to shares subscription right to shares
Price information Fifth grant-1 Fifth grant-2
EXEICISE PriICE .uvvviiiiiiiiiie e ¥1 per share ¥1 per share
Average stock price at exercise — —
Fair value at the grant date ' .......c.cooeiiiiiiiiii ¥175,000 per ¥175,000 per

subscription right to shares

subscription right to shares

Price information

Sixth grant-1

Sixth grant-2

Exercise price ......ccoovviiiiiiiii, ¥1 per share ¥1 per share
Average stock price at exercise - —
Fair value at the grant date ' ... ¥312,000 per ¥312,000 per
subscription right to shares subscription right to shares
Price information Seventh grant-1 Seventh grant-2
EXEICISE PriCE ittt ¥1 per share ¥1 per share
Average stock price at €XerciSe .........occovvvviiiiiiiiiiiiii — —
Fair value at the grant date ' ........cccccooviiiieii e ¥370,000 per ¥370,000 per
subscription right to shares subscription right to shares
Price information Eighth grant-1 Eighth grant-2
EXEIrCISE PriCE i ¥1 per share ¥1 per share
Average StoCK priCe at EXErCiSE ........coouuiiiiiiiiiiiiiiiieeee e — —
Fair value at the grant date ' ........cccceeeiiiiieee ¥537,000 per ¥537,000 per
subscription right to shares subscription right to shares
Price information Ninth grant-1 Ninth grant-2
EXEICISE PriICE i ¥1 per share ¥1 per share
Average stock price at EXErCiSE ........covvvvveiiiiiieeiiiiie e — —

Fair value at the grant date !

¥302,000 per
subscription right to shares

¥302,000 per
subscription right to shares

Note: 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 from First grant-1 to Fourth grant-2 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.

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

Not applicable for the fiscal year ended March 31, 2018.

(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 been forfeited is reflected.

32. 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) Method of calculating the amount of the asset retirement obligations

Estimated useful life: 3-18 years
Discount rate: 0.4-1.9%

(3) The changes in asset retirement obligations for the fiscal years ended March 31, 2018 and 2017 were as follows:

Millions of yen

Balance at the beginning of the year .........ccccoooiiiiiiiiiis
Increase due to acquisition of tangible fixed assets ...........cccccveeiis
ACCIEtiON EBXPENSE .vviiiieeiiiie ettt
Obligations settled in current Period ...........ccocveevviiieiiiiiiciieecien
Balance at the end of the year .........ccccciiiiii,

2018 2017
¥353 ¥350
5 2
5 5
9 4
¥355 ¥353
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33. Per Share Data
Amounts per share as of March 31, 2018 and 2017 and for the fiscal years then ended were as follows:

Yen
March 31 2018 2017
NEL ASSEES PEI SNAIE ...ttt ¥177.61 ¥166.61
Yen
Years ended March 31 2018 2017
NEL INCOME PEI SNAME . .iiiiieiiiii et e e e et e e e e e e e et eeeennteeeennnes ¥21.24 ¥21.07
Net income per share (diluted) ¥21.20 ¥21.04

Notes: 1. Net assets per share is calculated based on the following: During the fiscal year ended March 31, 2018, the Bank has introduced the BIP Trust and ESOP
Trust. The Bank’s shares held by these Trusts are included in treasury stock that is deducted from the total number of shares issued at the fiscal year end

when calculating net assets per share. The number of shares deducted was 896 thousand.

Millions of yen, except thousands of shares

March 31 2018 2017
INET @SSEES 1.iiitiiii ettt ettt e et e et e e e e et e e et e e e e e e et e e et e e e nraae e ¥ 212,027 ¥ 199,081
Amount excluded from net assets 552 556
Subscription rights to Shares (INCIUSIVE) ..........ccuoiiiiiiii e 533 533
NON-CONErOIING INTEIESTS ... 18 22
Net assets attributable to common stock at the fiscal year end ...........cccoiiiiiiiiiiiiiie e ¥ 211,475 ¥ 198,525
Number of shares of common stock at the fiscal year end used for the calculation of
NEL ASSELIS PO SNAIE .ottt e 1,190,631 1,191,627

N

In addition, the segment information for the fiscal year ended March 31, 2017 is prepared based on the revised
segment classification.

(2) Calculation method for ordinary income, segment profit or loss, assets, liabilities and other material items by
reportable segment
Accounting treatment for reportable segments is consistent with those described in “2. Significant Accounting Policies.”
Segment profit is based on ordinary profit.
Ordinary income from internal transactions is based on transaction prices between third parties.

(3) Information on ordinary income, segment profit or loss, assets and other items is as follows:
Year ended March 31, 2018 Millions of yen

Reportable segment

. Net income per share and net income per share (diluted) are calculated based on the following: During the fiscal year ended March 31, 2018, the Bank
has introduced the BIP Trust and ESOP Trust. The Bank’s shares held by these Trusts are included in treasury stock that is deducted from the average
number of shares during the fiscal year when calculating net income per share and diluted net income per share. The average number of shares deducted

during the year was 564 thousand.

Millions of yen, except thousands of shares

Years ended March 31 2018 2017

Net income per share
Net income attributable to owners of the Parent ..o ¥ 25,301 ¥ 25114
Amount not attributable to common shareholders ..., - -
Net income attributable to common shareholders of the parent ... ¥ 25,301 ¥ 25114
Average number of shares of common stock during the Year .........cccocvevviiiiiiiiiiieii e 1,190,963 1,191,431

Net income per share (diluted)

Adjustment for net income attributable to owners of the parent ...........cccooviiiiiiiii ¥ - ¥ —
Increase in number of shares of COMMON SLOCK ......occoiiiiiiiie e 2,228 2,200
Subscription rights t0 Shares (INCIUSIVE) ........c.uiiiiiiiiiiieiiii e 2,228 2,200

Description of dilutive shares not included in the calculation of
net income per share (diluted) because the shares have no dilutive effects ...........cccceevviiiiiiiiiiiiis — —

34. Segment Information

(1) Outline of reportable segments
The Group’s reportable segments are units of the Group for which discrete financial information is available and are
subject to the periodical review by the Board of Directors, which is the decision maker to determine the allocation of
management resources and assess performances. The Group has two reportable segments: “Domestic business
segment” and “Overseas business segment.” Domestic business segment consists of banking services focusing on ATM
business in Japan while Overseas business segment consists of ATM business engaged primarily in the U.S. and
Indonesia.

(Changes in reportable segments)

The Group has omitted this information because there was only one segment until the fiscal year ended March 31, 2017.
However, during the fiscal year ended March 31, 2018, the Bank’s consolidated subsidiary, FCTI, Inc., has made steady
progress of installing ATMs at U.S. 7-Eleven stores, which provided an opportunity to review and change the reportable
segments to two segments: Domestic business segment and Overseas business segment that includes FCTI, Inc., a
consolidated subsidiary.

Domestio Overseas Total Adjustments Consolidated
Ordinary income:
External customers ¥ 116,749 ¥10,907 ¥ 127,656 ¥ 0) ¥ 127,656
Internal transactions 4 — 4 4) —
Total ¥ 116,754 ¥10,907 ¥ 127,661 b4 5) ¥ 127,656
Segment profit ¥ 42,333 ¥ (4,183) ¥ 38,150 ¥ 154 ¥ 38,305
Segment assets ¥1,022,955 ¥28,080 ¥1,051,036 ¥(28,550) ¥1,022,485
Other:

Depreciation ¥ 15,763 ¥ 1,338 ¥ 17,102 ¥ — ¥ 17,102
Amortization of goodwill — 990 990 — 990
Interest income 3,383 9 3,393 (1) 3,391
Interest expenses 711 11 722 4) 718
Increase in tangible
and intangible fixed assets 12,388 6,898 19,286 — 19,286

Notes: 1. Ordinary income is stated in lieu of sales of general enterprises.
2. Adjustments are mainly elimination of internal transactions.
Year ended March 31, 2017 Millions of yen
Reportable segment ) .
Domastic Oversoas Total Adjustments Consolidated

Ordinary income:

External customers ¥113,111 ¥ 8,497 ¥121,608 ¥ — ¥121,608

Internal transactions — — — — —
Total ¥113,111 ¥ 8,497 ¥121,608 ¥ — ¥121,608
Segment profit ¥ 38,880 ¥ (2,169) ¥ 36,710 ¥ — ¥ 36,710
Segment assets ¥955,630 ¥26,654 ¥982,285 ¥(24,493) ¥957,792
Other:

Depreciation ¥ 17,614 ¥ 1,152 ¥ 18,766 ¥ — ¥18,766
Amortization of goodwill — 960 960 — 960
Interest income 2,822 26 2,848 — 2,848
Interest expenses 945 9 954 — 954
Increase in tangible
and intangible fixed assets 14,337 1,204 15,542 — 15,542

Notes: 1. Ordinary income is stated in lieu of sales of general enterprises.
2. Adjustments are mainly elimination of internal transactions.

Related Information
(1) Information by service
The amount of ordinary income attributable to external customers for ATM-related business exceeds 90% of that on the

consolidated statements of income for the fiscal years ended March 31, 2018 and 2017; therefore, information by service

is omitted.
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(2) Information by geographical area
a. Ordinary income
The amount of ordinary income attributable to external customers in Japan exceeds 90% of that on the consolidated
statements of income for the fiscal years ended March 31, 2018 and 2017; therefore, geographical information is
omitted.
b. Tangible fixed assets
For the fiscal year ended March 31, 2018
Millions of yen

Japan U.s. Other Total

¥17,506 ¥7,165 ¥126 ¥24,798

For the fiscal year ended March 31, 2017
Millions of yen

Japan U.S. Other Total

¥24,188 ¥1,427 ¥124 ¥25,740

(3) Information by major customer
Disclosure is omitted because there were no specific customers whose ordinary income accounts for 10% or more of
ordinary income in the consolidated statements of income for the fiscal years ended March 31, 2018 and 2017.

Information on amortization of goodwill and its remaining balance for each reportable segment
For the fiscal year ended March 31, 2018 Milions of yen

Reportable segment

- Other Total
Domestic Overseas Subtotal
Amortization of goodwill ¥— ¥ 990 ¥ 990 ¥— ¥ 990
Balance at the end of the year ¥— ¥4,672 ¥4,672 ¥— ¥4,672
For the fiscal year ended March 31, 2017 Milions of yen
Reportable segment
Other Total
Domestic Overseas Subtotal
Amortization of goodwill ¥— ¥ 960 ¥ 960 ¥— ¥ 960
Balance at the end of the year ¥— ¥5,845 ¥5,845 ¥— ¥5,845

35. Significant Subsequent Events
None

KPMG

Indlependent Auditor’s Report

T the Board of Dwectors of Seven Bank, Lid -

We have audited the accompanying conzolidated financial ststements of Seven Bank, Lid, and its
comsolidated subsidiaries, which comprise the consoladated balancs shoets as at March 31, 2018 amd 2017,
and the consolidated statements of meome, Sabements nfcvnmp'ml'h:miw méome, Slabements urclung;l:s in
net assels amd stslements of cash MNows for the vears then ended | nrad & sammary of significant accouanting
policies and ciher explanatory information.

Management’s RHesponsibility for the Copsaolidated Financial Staltements

Management ks responsible for the prepasatbon and fadr preseatatbon of these consolidated financial
statemenis in accordance with ll;-l:-l:!.lminE principles le:rn.ll.'_l.- p.;;»;:-ph:d in ll.p;n, and for such mbernal
contrel a8 management determines ks necessary 1o enable the preparation of consolidaied finsncial
statements that are free From material misstatement, whether dee to faod or emmor.

Auditor's Res pensibility

Chir responsibility 15 to express an opinion on these consolidated fmancial statements based on our sudits.
We conducted our aadits in sccordance wilh asliling stnedands generally sceepied in Japan. Those
stamilards requine that we comply with ethical reguirements and plan and perfonm the audil 1o oblamn
reasonable assurance about wheiber the consolidated financial stalements are free from material
misstatement.

An audit mvolves performing procedunes 1o obvain sudit evidence about the smounts snd disclosures in the
consolidated linancial stalements. The procedunes selected depend on oar judgment, inchuding ithe
mssesament of the risks of matersal misststement of the consolidated fenancial starements, whether dae o
frawd or evmor. In making thoss risk assessments, we consider intemal controd rebevant 1o the entity’s
preparation and fair presentation of the consolidated financial statemens in order 1o design audii procedures
that are appropriale in lhe concumstances, while the objective of the financial staement audit is not for the
purpose of expressing an opinion on the effectivencss of the entity’s internal control, An audit alse inchedes
evalusiing the approprisieness of accounting policies used and the reasonableness of socouming esitmates
miade by managensent, a5 well as evaluating the overall presentation of the comsolidated financial
sinbemenis.,

We belbeve that the audit evidence we have obtained is sufficient snd appropriste o provide & hasis for oar
audit apinion.

Opinion

In ouf cpindcn, the consolidated financial statemems present Faardy, in all material respects, the Rnancial

position of Seven Bank, Lid. and its consolidated subsidiarses & of March 31, 2018 ard 2017, and their
finamcial performance and cash Mows foe the years then ended in accordanee with accouniting principles

penernlly accepbed im Japan

KpMg AzsA LLC

Auaguast 7, 2018
Tokyn, Japan

AR AP 1L o e ey o1 P P e P e Pk ' et
el e b =l LA e o ey g ey gy e Y e
O Pk WA Ee e 1 i D
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Com pany Information (As of June 30, 2018)

B The Company

Company Name

Head Office

Chairman and Representative Director
President and Representative Director
Established

Initiated Operations
Common Stock

Number of Shares Issued

M Subsidiaries

Company Name
Head Office

Representative
(title/name)

Established
Common Stock
Business Description

Percentage of Voting Rights
Held by the Bank

Percentage of Voting Rights
Held by Subsidiaries, etc.

Company Name
Head Office

Representative
(title/name)

Established
Common Stock
Business Description

Percentage of Voting Rights
Held by the Bank
Percentage of Voting Rights
Held by Subsidiaries, etc.

Seven Bank, Ltd.

1-6-1, Marunouchi, Chiyoda-ku, Tokyo, 100-0005, Japan

Kensuke Futagoishi
Yasuaki Funatake
April 10, 2001

May 7, 2001
30,679 million yen
1,192,464,000

FCTI, Inc.
Los Angeles, California, USA
CEO: Robel Gugsa

August 25, 1993

19 million U.S. dollars
ATM operation business
100%

Bank Business Factory Co., Ltd.

Hodogaya-ku, Yokohama-shi, Kanaga-
wa Prefecture, Japan

President and Representative Director:
Yasuyuki Yanaba

July 1, 2014

50 million yen

Back-office support on commission
100%

Number of
Employees

474 (Non-consolidated, excluding officers, executive offi-
cers, part-time employees and temporary staff)

Credit Ratings| [S&P] Long-term counterparty issuer rating “A +”
Outlook “stable”
Short-term counterparty issuer rating “A-1”
[Rating & Investment Information, Inc. (R&l)]
Issuer rating “AA” Outlook “stable”

FCTI Canada, Inc.
Toronto, Ontario, Canada
CEO: Robel Gugsa

July 8, 2015
200 thousand Canadian dollars
ATM operation business

100%

Seven Payment Service, Ltd.
Chiyoda-ku, Tokyo, Japan

President and Representative Director:

Satoshi Wada

January 11, 2018

150 million yen

Remittance and settlement services
100%

PT. ABADI TAMBAH MULIA INTERNASIONAL
Jakarta Special Capital Region, Indonesia
President Director: Akira Teshigawara

June 10, 2014

90,000 million Indonesian Rupiah
ATM operation business

96.66%

Name and Address of

Branches and QOutlets (As of March 31, 2018)

Organizati()n Chart (As of July 1, 2018)

Customers

Planning Division
Risk Management Division

General Affairs Division

Human Resources Division

Treasury Division
System Development Division

ATM Solution Division

Operations Division

Financial Crime Risk Strategy
Customer Service Division

Planning and Prevention Division

ATM Administration Division

Retail Banking Division
Seven Labo

Business Promotion Division
Sales Management Division
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Compensation
Committee

Executive

Committee

Chairman  President

Board of
Directors

General Meeting
of Shareholders

Audit & Supervisory
Board

Internal Audit
Division

Audit & Supervisory
Board Members’ Office

% SEVEN BANK

FCTI, Inc.

FCTI CANADA, Inc.

PT. ABADI TAMBAH MULIA Bank Business Factory Seven Byt Savies. i
INTERNASIONAL Co., Ltd. Y S

Status of Major Shareholders pscuacs, 201

Composition of Shareholders
(As of March 31, 2018)

] Number of shares Holding
Shareholder name/title (Thousands of shares)

Seven-Eleven Japan Co., Ltd.

453,639 38.07

[to-Yokado Co., Ltd.

46,961 3.94

York-Benimaru Co., Ltd.

45,000 3.77

Japan Trustee Services Bank, Ltd. (trust account)

35,896 3.01

The Master Trust Bank of Japan, Ltd. (trust account)

34,510 2.89

Headquarters | Location: 1-6-1, Marunouchi, Chiyoda-ku, Tokyo, 100-0005, Japan
Branches | Location: 1-6-1, Marunouchi, Chiyoda-ku, Tokyo, 100-0005, Japan
Each branch has been assigned a name of a flower suitable for each month. (As our bank en-  For corporate customers, we open corporate ac-
gages in non-face-to-face transactions mainly through ATMs, we do not conduct over-the-  counts providing services necessary for business op-
counter services at these branches. We receive and handle all inquiries from customers at our erations, such as ATM tie-ups and acceptance of
Call Center). cash proceeds from sales. Branches offering services
to corporate customers are as follows.
Month when Month when : Month when
Accountwas | BranchName | Accountwas : BranchName | Accountwas | Branch Name UENER
Opened Opened Opened Corporate Business Division |
January Margaret May Carnation September Salvia Corporate Business Division Il
February Freesia June Iris October Cosmos Corporate Business Division Il
March Pansy July Rose November Cattleya Corporate Business Division IV
April Tulip August Hibiscus December Poinsettia Corporate Business Division V
Outlets ® |to-Yokado Kawaguchi Store Outlet of the Headquarters Joint Number of ATM installation locations and
(Staffed Location: Ito-Yokado Kawaguchi store 1F, 1-79, Qutlets number of ATMs installed according to outlet
outlets) Namikimotomachi, Kawaguchi-shi, Saitama Prefecture _ Number of locations | Number of ATMs
® NAGOYA - SAKAE Outlet of the Headquarters S - 2016 21510
Location: Nagoya Hirokoji Place Building 1F, 4-2-29, even-Eleven 165 5
Sakae, Naka-ku, Nagoya-shi, Aichi Prefecture Others 2,503 2,882
o Kawasaki Azalea Outlet of the Headquarters
Location: Inside Kawasaki Azalea, 26-2 2036, Ekimae Total 22,668 24,392
Honcho, Kawasaki-ku, Kawasaki-shi, Kanagawa Prefecture * Please refer to the Seven Bank Web site (http://www.
@ Ueno Outlet of the Headquarters sevenbank.co.jp/english/) for the latest information on ATMs.
Location: Ameyoko Center Building 3F, 4-7-8, Ueno, .
Taito-ku, Tokyo Bank ® Relia, Inc.
Agency Location: 2-6-5, Yoyogi, Shibuya-ku, Tokyo

109

Sumitomo Mitsui Banking Corporation 15,000 1.25
The Dai-ichi Life Insurance Company, Limited 15,000 1.25
Japan Trustee Services Bank, Ltd. (trust account 5) 14,136 1.18
Japan Trustee Services Bank, Ltd. (trust account 9) 18,439 112
STATE STREET BANK WEST CLIENT - TREATY 505234 11,152 0.93

(Amounts have been truncated to the second decimal place.)

Financial institutions

19.86%

Securities
companies

1.09%

Individuals and other sharholders

12.89%
Overseas investors

15.76%

Other corporations

50.41%

110



111

Histo ry (As of July 1, 2018)

2001

April 6

April 10

April 25
May 7

May 15

May 23

June 11
June 13
June 18
July 13
August 30

December 17

Preliminary license received

Preliminary license received

IY Bank Co., Ltd. established
(common stock: 20,205 million yen)

¢ 1Y Bank

PA TN TRT

Banking business license received

Initiated operations
(began accepting applications for
new accounts)

P

& 1Y Bank

e
BT

1Y Bank cash card

Initiated ATM services

Ceremony for the
start of ATM services

First-generation ATM
Joined Japanese Bankers
Association (full member)
Connected to Zengin system
Connected to BANCS
Initiated money transfer services
Number of ATMs installed exceeded 1,000

First third-party allocation of shares
(common stock: 30,805 million yen)

Initiated Internet, mobile and
telephone banking services

2002

2003

2004

2005

2006

2007

March 27

March 24
July 7

April 1

April 4

April 27

July 26

October 11

January 3
March 20
April 3
September 1

June 25

July 11

Second third-party allocation of shares
(common stock: 61,000 million yen)

Number of ATMs installed exceeded 5,000
Established Customer Service Division

Initiated operation of ATM Call Center
(Osaka)

Number of ATMs installed exceeded 10,000
Began handling time deposits for defined
contribution pension plans

Established first staffed outlet in Ito-
Yokado Soga store

Introduction of second-generation ATMs

—TT
| B |
a | i

Second-generation ATM

Company name changed to Seven Bank, Ltd.

P eTosa

a2y

— m—
i -1 I - TR EF-12

=

Seven Bank IC cash card

Began operation of new accounting system
Began providing time deposit service
Began accepting IC cash cards

Common stock reduced (common
stock of 61,000 million yen reduced
by transfer of 30,500 million yen to
capital surplus)

First dividend paid since establishment
Began receiving outsourcing of ATM
operation and administration

Initiated services for cards issued overseas

Ceremony for the start of services for cards issued overseas

2008

2009

2010

2011

September 3

September 27

November 26

December 17

February 29

April 1

January 25
July 7

November 5

November 29

March 22

July 19
December 1

Began loading money onto nanaco
electronic money cards at ATMs

Completed installation of ATMs

in Seven-Eleven and Ito-Yokado
operating areas (36 prefectures at
the time)

Initiated ATM services for visually
impaired customers (voice-guided
transactions)

Completed installation of ATMs in all 47 prefectures

Listed on the JASDAQ Securities Exchange (currently
the Tokyo Stock Exchange JASDAQ Market)

Established the Financial Crime Prevention Office (now the
Financial Crime Risk Strategy Planning and Prevention Division)

Initiated personal loan services

Established directly managed ATM corner

Shinjuku Kabukicho corner (internal view)

Number of ATMs installed exceeded 15,000

Introduction of third-generation ATMs

prapge—
¥
ry |
Third-generation ATM

Initiated international money transfer services
(initiated Internet and mobile banking services)

Initiated international money transfer services by ATM

1,000-for-1 stock split
Adopted share unit number system
with 100 shares per unit

2012

2013

2014

2015

2016

2017

2018

December 26

June 27
October 6

February 1

September 27

January 8

June 10

July 1

July 31

July 8

October 1

December 16

October 17

March 27

January 11

Listed on the First Section of the
Tokyo Stock Exchange

Listing ceremony

Number of Seven Bank accounts exceeded 1 milion

Acquired all issued shares of Financial Consulting
& Trading International, Inc. of the United States
to make it a wholly owned subsidiary

Customer Service Center for International Money
Transfers began operation

U.S.-based subsidiary Financial Consulting &
Trading International, Inc. acquired the ATM
business of Global Axcess Corp.

Initiated Seven Bank account ATM
transaction screens in nine languages

Established PT. ABADI TAMBAH MULIA
INTERNASIONAL (“ATMi"), a joint venture
operating ATMs in Indonesia

Established Bank Business Factory Co.,
Ltd., a wholly owned subsidiary engaged
in back-office support on commission

Number of ATMs installed exceeded 20,000

U.S.-based subsidiary Financial
Consulting & Trading International,
Inc. established FCTI Canada, Inc., a
subsidiary operating ATMs in Canada

Financial Consulting & Trading International,
Inc., a subsidiary in the United States,
changed its name to “FCTI, Inc.”

Expansion of language options on ATM
screens and slips to 12 languages, etc.
when cards issued overseas are used

Began issuing cash cards with a debit function

Began offering the ATM deposit/withdrawal
service via smartphones

Established Seven Payment Service,
Ltd., a wholly owned subsidiary,
which conducts remittance and
settlement services
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Principal Data

ATMs nationwide
(as of March 31, 2018)

[ Number of ATMs installed by location
(As of March 31, 2018)

Seven-Eleven stores 2 1 7 5 1 0

(Stores with multiple ATMs installed: T, 3 34 stores)

*At stores with a high usage volume, we are
promoting multiple installations of ATMs so that
customers do not have to wait to use an ATM.

3', | % V4 17 Other Seven & i Group stores 62 1
Al

- ‘. Partner financial institution branches
» Tokyo 3,671 421
’ ‘ Kanagawa 1,701 Railway stations and station buildings 3 76

3 H
g - ) Commercial facilities outside the Group 1 ’ 1 3 2
o Highway rest areas 55
Okinawa 17 A Airports 46
Other locations 23 1
> ° /

*The number of ATMs installed at Seven-Eleven stores
in facilities outside the Group is included in the num-
ber of ATMs in Seven-Eleven stores.

[
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Principal Data

Partner Deposit-taking Financial Institutions (s of suy 2, 2018)

Banks by location of head office

Hokkaido/Tohoku region
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HEEED  QEREED XASmT 77 tERG @ELRIT  Lsus-—RiG
Shdv Ebeh

i wmms  dgmamn [Gmsmns WENtmmE N EHRT
QEEETD oksxsxums o= BERGT L UEG QEEEER O WESRERT

mmmmmmm

N BEERT  Armams  S§BERT
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Chugoku/Shikoku region
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Kyushu/Okinawa region
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Overseas banks
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Financial Institutions, Etc. (s of Juy 2, 2018)

Securities companies
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Daiwa Securities
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Alliance Network (as of July 2, 2018)

Cards issued overseas (international brands)

VISA  Pius

B Z 8 55 -~ 2

*There are some cards that have the same marks but cannot be accepted at our ATMs.

Credit card companies, credit companies, consumer finance companies business loan providers, operating companies
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Principal Data

Financial Highlights

Non-consolidated

(Fiscal Year)

2007 2008 2009 2010 _ 2011 2012 2013 2014 2015 2016 2017

ltems on the State- Ordinary income (Millions of yen) 83,663 89,815 88,830 83,964 88,318 94,105 99,832 105,648 110,465 113,109 116,650
ment of Income:  Fees and commissions income (Millions of yen) 82,471 88,741 88,350 83,644 87,711 93,242 98,892 104,015 107,894 109,830 112,484
Fees and commissions expenses  (Milions of yen) 8,328 9,183 9,691 10,011 10,705 11,765 12,911 14,131 15,698 17,440 18,426
Income before income taxes (Milions of yen) 24,650 28,751 30,407 27,449 29,557 32,013 37,142 38,258 39,002 38,911 42,262
Net income (Millions of yen) 13,830 16,988 17,953 16,008 17,267 19,515 22,325 24,457 26,107 26,871 29,106
EBITDA" (Millions of yen) 36,141 44153 43,253 39,052 41,912 45,865 48,841 53,300 56,489 56,507 58,007
Depreciation and amortization (Milions of yen) 11,491 15,402 12,846 11,603 12,355 13,852 11,699 15,096 17,487 17,596 15,744
ltems on the Total assets (Millions of yen) 488,137 493,360 502,782 600,061 652,956 809,465 785,380 850,369 910,801 955,644 1,023,201
Balance Sheet:  Deposits™ (Millions of yen) 219,138 229,311 219,008 333,382 372,271 394,615 438,348 502,285 547,865 572,353 623,581
Total liabilities (Milions of yen) 399,162 394,966 392,843 485,522 527,326 672,374 634,237 683,554 727,627 756,042 806,165
Total net assets (Milions of yen) 88,974 98,393 109,939 114,539 125,629 137,091 151,142 166,814 183,174 199,602 217,036
Per share data®. Net income (Yen) 11.80 13.92 14.71 13.19 14.49 16.38 18.74 20.53 21.92 22.55 24.43
Net assets (Yen) 72.93 80.61 90.03 96.05 105.30 114.86 126.59 139.68 153.34 167.07 181.83
Dividends (Yen) 4.20 4.90 5.20 5.20 6.20 6.75 7.50 8.00 8.50 9.00 10.00
Management EBITDA margin* (%) 431 491 48.6 46.5 47.4 48.7 48.9 50.5 51.0 49.9 49.7
indicators: ROE® (%) 16.8 16.9 16.1 13.2 13.5 14.0 14.7 14.7 14.3 13.5 134
ATM indicators:  Number of ATMs installed (Units) 13,032 13,803 14,601 15,363 16,632 18,123 19,514 21,056 22,472 23,368 24,392
Daily average transactions per ATM  (Transactions/ATM/day) 109.0 114.3 114.4 112.3 112.6 1111 107.8 100.9 98.8 95.5 941
Total number of fransactions  (Milions of transactions) 498 555 590 609 655 698 736 743 782 796 815
*1. EBITDA = ordinary profit + depreciation and amortization *4. EBITDA margin = EBITDA/ordinary income
*2. Including negotiable certificates of deposits *5. ROE = net income/average total shareholders’ equity
*3. On December 1, 2011, Seven Bank conducted a 1,000-for-1 stock split. Per share data before fiscal 2010 reflect the stock split.
Consolidated
M Ordinary Income (Milions of yen) I Net Income Attributable to Owners of the Parent ~ (Millions of yen) M EBITDA™ (Milions of yen) M Payout Ratio (%)
150,000 30,000 60,000 53 089 55,946 55,477 ~— 56,398 50.0
127,656 04716 25114 25301 : 470
20000 114,036 119,939 121,608 23,220 /o
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60,000
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30,000
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Principal Data

Growth Trajectory of Seven Bank’s ATM
B Number of ATMs installed as of March 31

(Units)

21,056

20,000 19,514

18,123
16,632

14,601 15,363

15,000
12,088 13,032 152808
11,484 12,

10,000

5,000 — 3,657

2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018

I Number of ATM transactions per Fiscal Year ' and Daily Average Transactions per ATM" Amounts less than one unit have been truncated.
(Number of transactions: millions)

800 782

(Transactions/ATM/Day)
796 815

160

M Number of transactions
@ Daily average transactions per ATM

600 120

400

80

40

2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017
(Fiscal Year)

I Number of ATMs Installed by Location  (as of March 31, 2018: 24,392 units)

Within Seven & i Group 2201?,:1 Ou;c;lsljgs[)the ;'c;tg 4

Seven-Eleven 21,510  Commercial facilties 1,132

I Number of ATM Transactions by Service " Breakdown (excluding Seven Bank)
Money transfer: 1%

Deposit: 21 % Withdrawal: 78 %

(Stores with multiple units installed: 1,334) The average deposit The average withdrawal
to-Yokado 29 Financial institutions 421 per transaction: per ansacton
| lal INstitut
York-Benimaru 167 60 thousand yen 37 thousand yen
York Mart 76 Railway stations and Fiscal 2017
Seibu 13 station buidings 376 I Number of ATM Transactions by Business Category ' Breakdown
Sogo 12 Seven Bank: 6%
} Deposit-taking financial
LOFT 6 Highway rest areas 55 institutions
Akachan Honpo 3 Other financial 85%
Denny’s 7 Airports 46 institutions, etc.":
Directly managed ATM corner 13 9%
Headquarters, etc. 29 Others 231

Fiscal 2017

*1. Number of transactions: Total number of deposits, withdrawals and money transfers. Balance inquiry, electronic money charge/balance confirmation,
PIN number change, and usage limit change are not included.

*2. Deposit-taking financial institutions: Banks (excluding Seven Bank), Shinkin banks, credit cooperatives, labor banks, the JA Bank, the JF Marine Bank,
the Shoko Chukin Bank.

*3. Other financial institutions, etc.: securities companies, life insurance companies, credit card companies, consumer finance companies, business loan
providers, operating companies, cards issued overseas.

Growth Trajectory of Seven Bank’s Accounts (individuals)

Amounts less than one unit have been truncated.

(Number of accounts: Thousand accounts)
1,827
600 1,690 ——— 1,800

Il Growth in Total Balance and Number of Accounts (individuals) as of March 31
(Balance: billion yen)

[ Outstanding balance of ordinary deposits M Balance of time deposits 1,562
@Number of individual accounts
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Financial Highlights

[l Changes in Profit/Loss (non-consolidated) Amounts less than one unit have been truncated.

(Billions of yen)
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