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Top Message

Enriching the regional economy
and people’s lives for the future

In recent years we have been hit by one historic crisis after
the other — from the global COVID-19 pandemic, to the
conflict between the US and China, to the critical situation,
in Ukraine. In Japan, issues such as the declining population,
the declining birthrate, increasing aged population, gap
between urban and rural areas, and rapid digitalization have
transformed not only how we work and our daily lives, but
also our values regarding social and economic activities;and«
has even impacted individuals' outlook on ife. —

When social and economic structures start to change
so dramatically, | think what we need to be wary of most
is having the mindset of avoiding change and choosing to
maintain the status quo. | believe that maintaining the_s;atus_'
quo in times of change is the biggest factor in a company’s
downfall. Identifying signs of change, creating new
businesses by leveraging your organization’s strengths, and
enhancing added value further based on firm convictions
will contribute to sustainability.

In today's age of mounting social problems, sustainability
has become crucial in a wide range of areas. Companies
need to recognize that if they actively tackle SDGs and ESG
(environmental, social and governance), it will become a
source of competitiveness, and if they do not, it will be a
considerable risk.

Here at the halfway point of the 7th Medium-Term
Business Plan (April 2019 — March 2024), the Bank has
decided to make “SX (Sustainability Transformation) for the
future”the key phrase for completing the plan.“SX"means
to balance a company’s earning power with ESG principles
and make changes to create a sustainable society. Below |
will explain the Group's initiatives to transform society and
enrich the regional economy and people’s lives for future
generations.
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Our motto is the cornerstone of
our sustainability efforts

The Bank’s motto:
Be tough on ourselves, kind to others and
serve society

Recently, “sustainability management”has gained public
attention. It refers to corporate management that achieves
sustainability in all aspects of the environment, society,

and economy. The Bank has been practicing sustainability-
conscious management since early on. At the heart of this
lies our motto, “Be tough on ourselves, kind to others and
serve society,"which we announced in 1966. The Bank'’s
motto carries on the “Sampo yoshi”management philosophy
of the Omi Merchants, which means to bring happiness to
three sides — being good for the seller, the buyer, and society
— a philosophy that shares much with modern stakeholders’
idea of capitalism.

The first part of the motto, “Be tough on ourselves, means
that if every employee clearly realizes they are part of history
and society, they will be able to enhance their raison d'etre.
The second part, “be kind to others, refers to recognizing that
we are not simply individuals but members of society, and
that it is essential for us to always discipline ourselves. The
third part, “serve society” expresses that we must contribute to
society by acting based on a sense of gratitude to society as a
member of a company. This motto serves as our guideline in
everything we do, and we instill the mindset of contributing
to society through business in every Group employee.

The motto also forms the starting point of our Corporate
Social Responsibility (CSR), and in 2007 we formulated our
CSR Charter (Management Principles), which sets out our
commitment to pursuing mutual prosperity with the regional
community, all employees, and the environment. The Charter
is a strong statement of our pledge to continue progressing
to achieve a sustainable society with the community based
on sustainability management. In these times of great
change, | believe we must further efforts to implement SX
that will both resolve social issues and enhance corporate
value, and not delay our responsibility to future generations.
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History of the Bank’s environmental finance

In the Global Risks Report 2022 released by the World
Economic Forum (WEF), five of the top 10 risks in terms of size
of impact for the next 10 years were related to environmental
problems. “Climate action failure” ranked first, followed by
“extreme weather," with “biodiversity loss”coming in third. |
believe that environmental problems are a social issue that
must be tackled now with the highest priority.

Long before other banks, the Bank has been practicing
‘environmental management,"which incorporates
environmental considerations into corporate management, as
part of our social responsibility as a company headquartered
next to Lake Biwa. Specifically, we engage in “environmental
finance,"which protects the environment with the circulation
of money; “Eco-Office Creation," which works to conserve
resources and energy in offices; and “environmental
volunteering,"which strives to preserve biodiversity.

Environmental finance balances enhancing customers’
corporate value with preserving the environment, by
performing financial institution roles such as developing
and offering environmentally friendly financial products and
services. Lake Biwa is one of the world's oldest lakes, home to
a variety of unique species. Our environmental volunteering
efforts encompass a wide range of activities to protect the
ecosystem of Lake Biwa, including conservation of mountain
foothills, cutting reeds, planting reed seedlings, and removing
fish of foreign origin. The activities always see a large turnout
of Group employees and also serve to foster and raise
environmental consciousness. Our Eco-Office Creation efforts
consist of making our head office and branches more energy
efficient. Since this March, electricity used on our head office
premises is from sustainable energy sources and effectively
CO2-free. This is expected to reduce greenhouse gas
emissions by 2,000 tons of CO2 per year, and we are steadily
on our way to achieve carbon neutrality by 2050.

In October 2020, we established a Sustainability Policy and
revised our Environmental Policy for the first time in 10 years
to strengthen initiatives to preserve the environment through
our main business even further, such as initiatives to address
the climate crisis and preserve biodiversity.

Enhancing regional earning
power

Creating new business opportunities in
response to change

The role of the Bank is to help the sustainable development
of and create a future for the regional community and
customers. Unless the community and our customers
develop, the Bank cannot develop. In these times of great
change, we will create new business opportunities that

are beneficial to customers in response to changes and
make continuous improvements to our existing businesses,
such as enhancing productivity. We are also committed to
contributing to the development of the regional community
by providing high value-added products and services other
banks do not.

Our sustainability initiatives are part of commitment.
Leveraging its strength of many years of experience in
environmental management, the Bank will actively drive ESG
finance efforts that emphasize customers'ESG initiatives,
and strive to enhance the corporate value of customers
and achieve the sustainable development of the regional
community.

Driving ESG finance efforts by leveraging
strengths

The Bank released its SDGs Declaration in November 2017,
making it the first regional bank to do so. The declaration
defines three priority areas — (1) Establishing the

regional economy, (2) Ensuring sustainability of the global
environment, and (3) Training a diversified workforce — and
pledges to strive to balance resolving social issues with the
economy. In July 2018, we announced our endorsement of
the Task Force on Climate-related Financial Disclosures (TCFD)
as part of our initiatives to address climate change. In June
2019, we launched an SDG consulting service for corporate
customers, which consists of services such as identifying
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customers'issues and formulating new business plans. Then
in August 2020, we started offering Sustainability-Linked
Loans (SLL), making us the first regional bank to do so. SLL is
a type of loan in which a company sets SDG- and ESG-related
targets, and the terms of the loan such as interest rate are
linked to the level of achievement of those targets. SLLs are
mainly used by major corporations, but our SLL products are
designed to make it easy for SMEs to use as well.

In addition, in November 2021, we started offering
“Carbon Neutral Loan, Mirai-Yoshi,"a loan for investing
in decarbonization-related equipment. The Bank also
started a system where it donates a portion of earnings to
decarbonization and biodiversity preservation initiatives
in accordance with size of the loan. The goal is to promote
customers'decarbonization initiatives and improve the
sustainability of the regional community. (See Page 42)

We are also accelerating ESG finance initiatives. For
example, in September 2021, we provided a Positive Impact
Finance (PIF) loan to a medical product manufacturing
and sales company in the prefecture. PIF supports efforts
to expand positive impacts and reduce negative impacts
identified by comprehensively analyzing and assessing the
impact a company’s activities have on the environment,
society, and the economy.

Expanding Collaboration

The decarbonization of the region is moving forward, but
this is something that goes beyond the scope of a single
company’s activities; it requires the entire community to
work together. In partnership with the government of
Shiga Prefecture, in March 2021, we started offering the
"Shigagin”Sustainability Linked Loan “Shiga Net-Zero CO2
Emissions”Plan. In September 2021, we entered into a green
loan agreement with Moriyama City in Shiga Prefecture to
establish a new environmental center in the city. We hope to
expand the scope of partnerships from collaborations with
individual companies to broader partnerships in collaboration
with local governments, and expand local decarbonization
efforts across Japan.

In addition, we began holding workshops for SDG
consulting and ESG finance services offered by the Bank in

the nationwide TSUBASA Alliance. The Alliance is working
to promote and expand ESG finance through initiatives that
combine the know-how of participating banks.

Strengthening initiatives to resolve social
issues

We believe that the best performance that serves our
community and our customers comes from the steady,
steady accumulation of daily tasks and the countless small
innovations and improvements we make. At our bank group,
we listen to our customers'dreams and goals, stay close to
them, understand their thoughts correctly, and achieve our
goals.

We are committed to finding solutions to our challenges
with proposals for. We are working diligently from the
customer’s perspective on business succession and M & A, as
well as asset building and asset succession in line with the life
plan of the 100 year life-cycle era, and are striving to evolve
beyond banking into a financial information service that
solves problems. Recruitment programs are also important
for revitalizing local economies with limited human resources.
In our bank group, the Shigagin Economic and Cultural
Center Co,, Ltd. started a job placement business in April
2020, and in April this year, the bank itself started a business,
strengthening its system for introducing human resources
that better match the management vision and needs of its
clients (recruiting companies). We will always stay close to our
customers, leading to “customer success” that contributes to
their success, growth and development.

Implementation of ESG Assessment System

In 2005, the Bank established the Shiga Bank Principles for
Lake Biwa (PLB), consisting of three principles to protect
Lake Biwa and the global environment. At the same time, we
started a unique environmental rating system (PLB rating). In
2009, we launched a PLB rating system for biodiversity (PLB
rating BD) to evaluate initiatives to address biodiversity. We
have been utilizing these rating systems as tools for raising
customers'awareness of environmental management.
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In November 2021, we upgraded these rating systems
and implemented the ESG Assessment System to assess
customers'ESG and other initiatives based on the Bank’s own
unigue assessment criteria. The system enables the Bank to
proactively engage in dialogue with customers on ESG, and
provides customers an opportunity to make improvements.
The assessment system consists of a total of 30 assessment
items, with 10 items for each of the three ESG areas. Through
the system, we share latent management issues that are
difficult to identify with just financial results and provide
support for solutions.

Strengthening the Bank’s
operating foundation

Branch measures and digital initiatives

The number of in-branch customers has greatly declined
with the advancement of FinTech. To respond to such
societal changes, we are working to increase productivity by
reevaluating branches and the assignment of employees,
and striving to expand digital customer touchpoints. We are
rebuilding our branch network and creating a framework that
will enable us to offer services with higher added-value to
customers, by improving the efficiency of our branch network
and increasing the sophistication of services via the branch-
in-branch method. In addition, this March, we completed the
deployment phase of an operational overhaul to improve
productivity, which includes measures such as lightening
the workload for branches, reducing excessive administrative
work, and expanding self-service transactions, and are
working on making further operational improvements.

In alignment with these measures, we are moving forward
with the Flexsus Project (see Page 52), a project to build
a next-generation core system that we plan to launch in
January 2024. By migrating to an open platform system that
will make it easier to collaborate with outside parties, we
will be able to strengthen our response to digital areas and
shorten development time through simplification with the
latest programs. We also expect to mitigate risks and reduce
Costs.

Furthermore, the response of companies and regional
communities to the rapid advancement of digitalization
during the COVID-19 pandemic has become a major issue.
The Bank provides IT business support led by the Digital
Promotion Office, which is under the Business Promotion
Department, (see Page 52) to help customers streamline
business operations and install systems. In addition, the Shiga
Prefecture Town and Village Association, which is composed
of six towns in the prefecture, established the Shiga Prefecture
Local Government DX Strategy Committee to facilitate the
digitalization of operations in October 2021, and entered
into an advisor agreement with the Bank. The Bank provides
advice leveraging its know-how in implementing digital
technology in customer-facing operations and other areas.

Diversity management

Human resources is the source of our activities, and diversity
initiatives that maximize human resources has become even
more important. To practice diversity management, we must
accept diversity, respect and leverage the individuality of
everyone in the organization, and create an environment
where everyone can work with vigor.

In April 2020, the Bank reorganized the Committee for
Advancing Women's Success into the Diversity Promotion
Committee to create a work environment where everyone
can be themselves. Furthermore, the Diversity Promotion
Team, which was assembled by putting out a call for
applications to branches, actively exchanges opinions and
contributes to trying out new approaches such as one-
on-one meetings so that employees can gain a more in-
depth understanding of each other. The Bank’s action plan
ending March 31, 2024 sets out the following targets: for the
percentage of women in management positions (level of
acting branch and section manager and above) to reach at
least 20%, and for the percentage of male employees taking
spousal maternity leave to reach at least 35%. Although we
have yet to reach an adequate level, we will continue working
to enhance initiatives to improve it.

This April, banks participating in the TSUBASA Alliance,
including The Shiga Bank, released the Diversity & Inclusion
Declaration. This is a time of dramatic change for all regional
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banks. We will drive collaborative initiatives leveraging the
diversity of each bank, with the recognition that diversity will
be a source of competitiveness.

Strengthening governance

In December 2021, we established the Nomination and
Compensation Committee to strengthen independence,
transparency, and accountability of the functions of the
Board of Directors in regard to important matters such as the
nomination and compensation of Directors. In June 2022, we
implemented a restricted stock-based compensation system
so that the Bank's Directors share the risks and benefits of
stock price fluctuation with shareholders to a greater extent
and increase their motivation to enhance corporate value
even more than before. The Bank will continue to enhance
and reevaluate corporate governance with the aim of
achieving sustainable growth and improving corporate value
for the Bank. (See Page 72)

Fiscal 2021 results, dividend
policy, and shareholder benefits
program

Next, | would like to give an overview of the fiscal year ended
March 31, 2022. The impact of the COVID-19 pandemic
continues, but performance has been good thanks to factors
such as an increase in consulting fees and commissions

such as commissions related to assets under custody and

corporate feasibility due to the above measures and other
factors.

The Bank posted net income attributable to owners of
parent of ¥17.7 billion, up ¥6.2 billion year-on-year. Deposits
(the average balance of deposits during the period including
negotiable certificates of deposits) increased by ¥241.9
billion year-on-year to ¥5,519.2 billion and loans (the average
balance of loans and bills discounted during the period)
increased by ¥62.2 billion year-on-year to ¥4,057.0 billion,
both on a non-consolidated basis. The total capital ratio
(consolidated) was 15.14%, and the total for loans based on
the Financial Reconstruction Act was ¥83.5 billion, accounting
for 2.02% of total loans and bills discounted. Based on these
results, we upwardly revised annual dividends from the
initially planned 40 yen to 80 yen.

As for our forecast for consolidated results for the fiscal
year ending March 31, 2023, we expect a net income
(consolidated) of ¥14.8 billion. For fiscal 2022, we changed the
dividend policy in order to continue paying stable dividends
and aim for a shareholder return ratio from dividends plus
share buyback of 40% (the annual dividend for fiscal 2022 is
expected to be 80 yen). We also implemented a shareholder
benefit program for shareholders who have continuously
held 200 or more of the Bank’s shares for at least one year that
are registered in the shareholder registry on March 31 of each
year. The Bank will continue working even harder to enhance
corporate and shareholder value.

(in million yen)

Non-consolidated Consolidated

Results of fiscal year
ended March 31,2022

Forecast of fiscal year
ending March 31,2023

Year-on-year

Results of fiscal year
ended March 31,2022

Forecast of fiscal year
ending March 31,2023

Year-on-year

Ordinary profit

22,942

20,000

(2,942)

23,999

21,000

(2,999)

Net income

17,361

14,500

(2,861)

17,715

14,800

(2,915)

Note: Consolidated data indicates net income attributable to owners of parent.
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SX for the future

This February, the Intergovernmental Panel on Climate
Change (IPCC) released a report stating that man-made
climate change is causing wide-ranging negative impacts,
damage, and loss to nature and to people. In its April
follow-up report, the IPCC pointed out the need to bring
down greenhouse gas emissions by 2025 and urged taking
immediate action to achieve the global goal of keeping the
increase in temperature from pre-industrial levels at 1.5°C.
There are many other social issues that need to be urgently
addressed besides climate change. It is the duty of our
generation to clearly recognize the current circumstances and
leave behind a world where future generations of children
and grandchildren can live with peace of mind.

"People don't know how mundane success can be. These
are the words a certain US gold medal Olympic swimmer said
in talking about daily efforts. If you carry out several routine

tasks that seem ordinary at first glance and continue to

steadily persevere while making small improvements, there

is an excellent chance those efforts will result in opening

up a completely new world for you, like receiving a gold
medal. Most important is to not be satisfied with your current
circumstances and continue taking on challenges while
searching ceaselessly for the best solution.

This October 1 will mark the Bank's 90th anniversary. We
will strive to co-create a sustainable society and economy
with the community while looking ahead to the future. What
the Group can do is only a small step, but we will convey the
regional community’s determination to create a new future
for themselves.

Going forward, Group employees will continue to work
together to drive “SX for the future”initiatives even further.

Thank you for your continued understanding and support.

Shojiro Takahashi, President, Shiga Bank
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