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Forward-Looking Statements

This report contains information about the finan-
cial condition and performance of the Bank as of
March 31, 2018 (as of the latest date for informa-
tion on business locations), as well as forward-
looking statements pertaining to the prospects,
business plans, targets, etc. of the Bank. The
forward-looking statements are based on our cur-
rent expectations and are subject to risks and
uncertainties that may affect our businesses, which
could cause actual results to differ materially from
those currently anticipated.

Corporate Outline

Name m The Norinchukin Bank

Legal basis B The Norinchukin Bank Law
(Law No. 93 of 2001)

Date of establishment m December 20, 1923

Chairman of the Supervisory Committee
m Toru Nakaya
President and Chief Executive Officer
m Kazuto Oku

m ¥3,480.4 billion (US$32.7 billion)
(As of March 31, 2018)
*All capital is from private parties (members
and investors in preferred securities).
® ¥104,927.7 billion (US$987.5 billion)
(As of March 31, 2018)

m Common Equity Tier 1 Capital Ratio 19.02%
(As of March 31, 2018)

H Tier 1 Capital Ratio 19.02%
(As of March 31, 2018)

| Total Capital Ratio 23.50%
(As of March 31, 2018)

Members B Japan Agricultural Cooperatives (JA),
Japan Fishery Cooperatives (JF), Japan
Forestry Cooperatives (JForest), and
related federations, as well as other
agricultural, fishery and forestry coopera-
tive organizations that have invested in the
Bank
(Number of shareholders: 3,585)
(As of March 31, 2018)

Number of employees m 3,608 (As of March 31, 2018)

Business locations (InJapan) m Head office: 1 m Branch: 19
m Branch annex: 1 m Office: 17
(Overseas) m Branch: 3
m Representative office: 2
(As of March 31, 2018)

Paid-in capital

Total assets
(On a consolidated basis)

Capital ratio
(On a consolidated basis,
Basel lll standard)

Ratings (As of March 31, 2018)

Rating agency Long-term debt Short-term debt
S&P A A-1
Moody'’s Investors Service Al P-1

In this report, Japan Agricultural Cooperatives are referred to as JA, Japan
Fishery Cooperatives as JF, and Japan Forestry Cooperatives as JForest.

ANNUAL REPORT 2018 The Norinchukin Bank



Contents

003 | MANAGEMENT

STRATEGY

003 | Message from the Management

005 | Message from the CEO

008 | Messages from Each Business Head
010 | Bank Initiatives

022 I CSR Initiatives

023 | CURRENT STATE OF THE
COOPERATIVE BANKING
BUSINESS AND THE
NORINCHUKIN BANK’S ROLE

023 | The Cooperative System and the Cooperative
Banking Business

028 | Operations of the JA Bank System
032 | Operations of JF Marine Bank
034 | JForest Group Initiatives

036 | Development of Human Resources of
Cooperative Members and Enhancement of
Their Skills

037 | Safety Net for the Cooperative Banking
System

CAPITAL AND
RISK MANAGEMENT

039 | Capital Position
040 | Risk Management

039

ANNUAL REPORT 2018 The Norinchukin Bank

048

048
049
053
055

059
060

062

062
068

072

072
119
221
225

MANAGEMENT SYSTEMS

Corporate Governance
Initiatives for Strengthening Internal Control
Internal Audit System

Continuing as a Financial Institution Trusted by
the Public

Information Security Initiatives

Cultivating High-Quality Human Resources and
Improving Organizational Vibrancy

BUSINESS OUTLINE

Business Outline
The Norinchukin Group Companies

FINANCIAL STATEMENTS,
CAPITAL ADEQUACY,
COMPENSATION AND
CORPORATE INFORMATION

Financial Statements
Capital Adequacy
Compensation
Corporate Information



Message from the Management

First, we would like to sincerely thank all our stakeholders

for their support and cooperation with The Norinchukin
Bank in its day-to-day operations.

On this occasion, we have published this annual report,
which contains details of the business performance for fis-
cal 2017, as well as a summary of the general situation at
JA Bank, JF Marine Bank and JForest Group, so we ask
that you please have a look through it.

The Basic Role of The Norinchukin
Bank as the Central Organization for
Cooperatives

As the national-level financial institution for agricultural,
fishery and forestry cooperatives in Japan, the mission of
The Norinchukin Bank (“the Bank”) is to contribute to the
development of the agriculture, fishery and forestry indus-
tries and to national economic prosperity by facilitating
access to financial resources. With the capital provided by
Japan Agricultural Cooperatives (JA), Japan Fisheries Co-

operatives (JF), Japan Forestry Cooperatives (JForest), etc.,

MANAGEMENT STRATEGY

as well as the stable funding base through customer depos-
its at JA Bank and JF Marine Bank, the Bank, to achieve
its mission, lends funds to its members, agricultural, fish-
ery and forestry workers, and companies related to the
agriculture, fishery and forestry industries. The Bank also
conducts various lending and investment activities in Japan
and abroad, efficiently manages funds, and stably returns
profits to its members.

Moreover, the Bank provides various services for sup-
porting the cooperative banking business of JA and JF,
including the planning and implementation of policies,
development of human resources, and provision of busi-
ness infrastructure. The Bank also provides operational
guidance for the cooperative banking business based on
relevant rules and regulations, and is working to build a
safety net for the JA Bank and JF Marine Bank Systems.
The Bank continues to work to improve trust in its coop-
erative banking business, while playing the important role
of strengthening and expanding the cooperative banking

business.
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MANAGEMENT STRATEGY

Operation of the Medium-Term
Management Plan (fiscal 2016
through fiscal 2018)

The environment surrounding the Bank and cooperatives
is becoming increasingly harsh amid such developments
as progress on the Trans-Pacific Partnership (TPP) and
the tightening of international financial regulations. Mean-
while, public interest in and expectations for turning the
agriculture, fishery and forestry industries into growth in-
dustries are higher than ever before.

In light of the situation surrounding the Bank and coop-
eratives and the basic role of the Bank, we have formulated

a Medium-Term Management Plan (fiscal 2016 through

ToRu NAKA/A

Chairman of the Supervisory Committee
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fiscal 2018), comprising management and business man-
agement policies for three years from fiscal 2016, and are
engaged in business management based on the Plan.

JA Bank, JF Marine Bank, JForest Group and the Bank
will continue to perform their roles and functions with the
goal of becoming financial institutions and organizations
that win the confidence of their customers, and contribute
to the advancement of the agriculture, fishery and forestry
industries and their rural communities.

Finally, we would like to ask you all for your continued
support for JA Bank, JF Marine Bank, JForest Group and
The Norinchukin Bank.

kﬁ)u fa ﬂ/@

Kazuto Oku
President and Chief Executive Officer



Message from the CEO

Toward a leading bank that supports the agriculture,
fishery and forestry industries, food production and

consumption, and the daily lives of local communities

Outline of the Medium-Term Manage-
ment Plan

The Bank is conducting business management based on the
“Medium-Term Management Plan for three years (fiscal
2016 through fiscal 2018).”

Under the Medium-Term Management Plan, we aim
to achieve the three objectives of “contributing fully as a
bank rooted in the agriculture, fishery and forestry indus-
tries and the food business, turning these industries into

ELINT3

growth industries,” “reinforcing the cooperative banking
business platform,” and “achieving stable returns to our
members through the sophistication of the current globally
diversified investment strategy,” namely, establishing the

three business areas of the “food and agriculture business,”

Basic Policy of “Medium-Term Management Plan

MANAGEMENT STRATEGY

“retail business,” and “investment business,” taking overall
control of these business areas and enhancing the support-

ing corporate functions.

(FY2016-FY2018)”

Future Vision (2023)

Leading bank that supports the
agriculture, fishery and forestry

industries, food production and
consumption, and the daily lives of
local communities

Medium-Term

Management Plan

(FY2016-FY2018)

The period to build
up concrete
achievements for
steady realization of
the “Future Vision”
(More concrete
policy setting toward
the “Future Vision”)

Food and agriculture
business

Retail business

Investment
business

Exert stronger
domestic and

JA and JF to play
the leading role in

Evolve toward the
next model of

international local communities globally diversified
presence centered on the themes of investment
on “food” food/agriculture/ strategy
local communities/
finance
Corporate

Enhance management infrastructure that lends strong

support for realizing the goals

ANNUAL REPORT 2018 The Norinchukin Bank




6

MANAGEMENT STRATEGY

Business Performance in Fiscal 2017

During fiscal 2017, which is the mid-year of the “Medium-
Term Management Plan (fiscal 2016 through fiscal 2018),”
based on the “Management Plan for Fiscal 2017,” the Bank
strengthened its business management system by imple-
menting pillar measures—increasing the number of Rep-
resentative Directors, changing the composition of Direc-
tors and introducing an Executive Officer system—from
the perspective of achieving quick decision making, policy
development and implementation, and the flexible use of
management resources. In addition, to establish the three
business areas of the “food and agriculture business,” the
“retail business” and the “investment business,” the Bank

has implemented policies for each business.

Summary of Earnings

Financial Results and Capital Ad-
equacy in Fiscal 2017

In fiscal 2017, the Bank recorded an ordinary profit of
¥171.0 billion and profit attributable to owners of parent
of ¥147.6 billion, showing steady profitability despite the
impact of the rising cost of foreign currency funding and
other factors.

The Bank’s capital adequacy ratios on a consolidated
basis were maintained at a high level, with a Common Eg-
uity Tier 1 Capital Ratio of 19.02%, a Tier 1 Capital Ratio
of 19.02% and a Total Capital Ratio of 23.50%.

(Billions of Yen)

FY2015 FY2016 FY2017
Ordinary Profit 324.9 214.0 171.0
Profit Attributable to Owners of Parent 271.2 206.1 147.6
Net Assets 7,186.7 7,008.8 6,746.0
Common Equity Tier 1 Capital Ratio 18.94% 19.31% 19.02%
Tier 1 Capital Ratio 18.99% 19.34% 19.02%
Total Capital Ratio 25.07% 24.39% 23.50%

Targeted Management Objectives

Under the Medium-Term Management Plan (fiscal 2016
through fiscal 2018), the Bank aims to achieve ordinary
profit of around ¥150.0 billion as a management goal.
Looking ahead, although we recognize that the economic

and financial environment is expected to remain harsh giv-
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en the interest rate hikes in the United States, the continu-
ation of the negative interest rate policy in Japan and the
continued high cost of foreign currency funding, combined
with increasing uncertainty due to factors such as rising
geopolitical risk, the Bank will strive to achieve targets

based on appropriate financial management.



Initiatives to Strengthen the Business
Management System

After the start of the Medium-Term Management Plan (fis-
cal 2016 through fiscal 2018), the Bank introduced a four-
headquarters system in fiscal 2016, increased the number
of Representative Directors, changed the composition of
Directors and introduced an Executive Officer system in
fiscal 2017. Furthermore, to grasp changes in the business
environment surrounding the Bank appropriately and ad-
dress diverse and highly-specialized management issues
quickly and accurately, we started the following initiatives
from fiscal 2018.

(1) Start business management under a new system

from the first day of the Management Plan (April 1)

To promptly undertake the Management Plan from the
start date thereof, we shall determine and make an infor-
mal decision within the prior fiscal year on the officer sys-
tem for the new fiscal year.

(2) Strengthen the Four-Headquarters System

Given that business management based on the four-
headquarters system has been familiarized within the
Bank, under the CEO, who oversees the entire operation,
each of the four Senior Managing Directors (Representa-
tive Directors) is in charge of operations at the respective
headquarters as the head of the business, aiming for busi-
ness management that is more flexible and collaborative

among the four headquarters.

MANAGEMENT STRATEGY

In Conclusion

The Bank’s future vision is to become a “leading bank that
supports the agriculture, fishery and forestry industries,
food production and consumption, and the daily lives of
local communities.” To meet expectations and gain the
trust of our members and all other various stakeholders,
all directors and employees of the Bank are committed to
yielding concrete results in their respective positions and
thereby contributing to turning the agriculture, fishery and
forestry industries into continuous growth industries. We
ask our members and all others concerned for understand-

ing and support.
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MANAGEMENT STRATEGY

Messages from Each Business Head

Food & Agri Banking Business

Tetsuya Kanamaru
Head of Food & Agri Banking Business

Major Initiatives

 Turning the agriculture, fishery and forestry
industries into growth industries (Integration and
streamlining of the production base, reducing
production cost, value added such as market-
ing channel development)

* Playing a key role as a bridge between the
agriculture, fishery and forestry workers and the
business community

The Food & Agri Banking Business is in charge of expanding the “food and ag-
riculture business,” which has been positioned as one of the pillars of the Bank’s
business.

A severe situation persists in the environment surrounding the agriculture,
fishery and forestry industries with the impact of various factors such as a de-
clining population and a weakening production base despite partial bright signs
such as an increase in exports and an increase in the number of new farmers. In
the “food and agriculture business,” we take a centralized approach to diverse is-
sues faced by the local and global food and agriculture value chains, which cover
production, processing, distribution, sales and exports mainly of “foods,” with the
aim of further contributing to turning the agriculture, fishery and forestry indus-
tries into growth industries, as well as the development of customers.

In the “food and agriculture business,” through ongoing dialogues with cus-
tomers, we will address management issues not only from the financial aspect,
but also from the perspective of business operations and offer thorough solutions
to solve issues. Performing the Bank’s role as a bridge connecting the second
and third industries with production sites, and as a coordinator of initiatives to
improve productivity and increase sales, we will create added value for the food
and agriculture value chain.

Retail Banking Business

Shozo Goto

Head of Retail Banking Business

Major Initiatives

* Expand retail banking by identifying changes
in organizational base and customer needs

* Achieve JA Bank self-reforms and satisfaction

of its members, etc.
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The Retail Banking Business plays a major role in operations related to strengthen-
ing and expanding the JA Bank and JF Marine Bank businesses of agricultural and
fishery cooperative organizations and increasing reliability of those businesses etc.

In addition to changes in the financial conditions, competition with other finan-
cial institutions and competition faced by JA Bank and JF Marine Bank in retail
financing is increasingly fierce, coupled with structural problems such as changes
in the organizational base due in part to the aging of its members and changes in
customer needs.

Under these circumstances, JA Bank formulated the JA Bank Medium-Term
Strategies to be implemented from fiscal 2016 through fiscal 2018. Having set the
future vision of JA Bank at becoming an “entity that is needed more in regions by
contributing to food, agriculture and local communities,” we are striving to con-
tribute to “increasing agricultural income” and “revitalizing local communities” by
providing high-quality, sophisticated financial services.

In addition to further enhancing and providing financial functions for the fishery
industry, JF Marine Bank is striving to promote initiatives aimed at strengthening
its business base, soundness and management capabilities in pursuit of a stronger
control structure to enable the provision of stable and appropriate financial functions.

Through these initiatives, the Bank aims to “JA and JF to play the leading role in
local communities on the themes of food/agriculture/local communities/finance” as
indicated in the Medium-Term Management Plan.
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Toward a “leading bank that supports the agriculture, fishery and forestry industries, food production and consump-

tion, and the daily lives of local communities”

In this section, heads of each business explain the major initiatives and basic policies.

Global Investments

Global Investments is in charge of investments in securities and other financial
instruments based on appropriate risk management aimed at realizing a stable
return of profits in the medium and long run as the ultimate manager of funds
entrusted by members to JA Bank and JF Marine Bank.

Although the investment environment is predicted to remain difficult for fi-
nancial institutions with higher foreign currency funding costs and increasing
market volatility due to rising concern over geopolitical risks, while each coun-
try’s monetary policy is being normalized, we recognize the need to carefully ex-
amine market trends and steadily promote the building of solid and high-quality
portfolios. In addition, it is fair to say that the tasks of addressing international
financial regulations steadily and enhancing our foreign currency funding ability
are major challenges for the Bank, which secures profits through overseas finan-
cial markets and assets.

In these circumstances, under the current Medium-Term Management Plan,
Global Investments aims, as its future vision, to “evolve toward the next model
of globally diversified investment.” We are committed to securing profits that
contribute to stable returns through the evolution of “globally diversified invest-
ments” through the further enhancement of our earnings base. Specifically, the
Bank’s head office, overseas branches and representative offices will jointly ex-
plore new investment areas, by leveraging the Bank’s stable and ample fund, in-

formation network and various relationships nurtured in global markets to date.

Corporate & Shared Services

The role of Corporate & Shared Services is to support and control three business areas
of the “food and agriculture business,” “retail business,” and “investment business.”

For these three business areas, as well as the Group companies’ intent to fulfill their
roles and achieve the future vision, we recognize the paramount importance of ensuring
quicker decision making and policy implementation and development by each head-
quarters. Based on that recognition, since the start of the Medium-Term Management
Plan (fiscal 2016 through fiscal 2018), the Bank has implemented measures steadily to
strengthen its business management system such as introducing and strengthening the
four-headquarters system and deploying executive officers in charge of regions to the
branches, aiming to reinforce the management of headquarters and onsite capability.

In addition, given that the environment surrounding financial institutions is in-
creasingly uncertain and severe, we will support the further promotion of initiatives
in each business through the bold redeployment of management resources. To that
end, the Bank will thoroughly enhance operational efficiency by fully utilizing digital
technologies and through a fundamental review of existing operations.

Moreover, by paying careful attention to fast changes in the management environ-
ment including the rapid advancement of digital technologies and tightening domes-
tic and overseas regulations, as well as to society’s requests and expectations, while
properly fulfilling our role as a “navigator,” we will build up concrete achievements
with a sense of mission of turning the agriculture, fishery and forestry industries into
growth industries to realize our vision of becoming a “leading bank that supports the
agriculture, fishery and forestry industries, food production and consumption, and the
daily lives of local communities.”

Keito Shimbu

Head of Global Investments

Major Initiatives

¢ Further evolve globally diversified investments

* Enhance stable profitability

¢ Steadily comply with international financial
regulations, etc.

Kazuhiko Otake

Head of Corporate & Shared Services

Major Initiatives

e Strengthen the business management system
that covers the Group companies

® Enhance operational efficiency and make
other improvements to further promote the

initiatives of each business
* Upgrade its risk management with awareness
of global standards
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Bank Initiatives

“Self-Reform of JA Bank” Initiatives

With the situation surrounding the agriculture industry
becoming increasingly severe, in light of the Govern-
ment’s “agricultural cooperative reform” movement,
etc., in 2014 the JA Group formulated “Self-reform of
JA Group” as self-reform. As a member of JA Group, for
JA Bank to also contribute more than ever to agriculture
and local communities, we are implementing “Self-re-
form of JA Bank” efforts during an intensive period for
the initiative up to fiscal 2018.

The “Self-reform of JA Bank” is comprised of “three
pillars’: (1) further responses to contribute to increase in
income of farmers and the revitalization of local com-
munities especially the “Support Program for Increasing
Agricultural Income and Revitalizing Local Communi-
ties (total amount of ¥100 billion)”; (2) arrangement of
the business environment so that JA can make its best
efforts in agricultural businesses; and (3) the provision
of financial services that connect agriculture and local
communities/users in order to contribute to local com-
munities.

To date, the Bank has engaged in the smooth supply
of capital to food and agriculture-related fields including
the utilization of the “F&A (Food and Agri) Growth In-
dustry Investment Facility” to the scale of ¥50.0 billion,
which was established with the aim of providing risk
money, and promoted initiatives to expand sales of ag-
ricultural products, increase agricultural production and
add higher value to agriculture. Specifically, the Bank
is promoting exports of agricultural products, support-
ing the expansion of sales channels by continuing to host
business conventions and conducting business matching
in Japan. The Bank is also providing sixth industrializa-
tion support.

Moreover, toward the reduction of production costs,
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the Bank has implemented the “Agricultural Equipment
Lease Support Program (Agri-Seed Lease)” to support
agricultural workers’ efforts to expand their scale of op-
erations and streamline their businesses, and the “Pro-
duction Costs Reduction Support Program” to foster
innovative activities such as the dissemination of new
technologies. The Bank also has provided support for
hosting seminars and consultations aimed at helping
advance farm management; strengthened management
consultation functions mainly through the operation of
the “Agriweb” website to dispatch information on agri-
cultural management; and engaged in initiatives toward
revitalizing local communities such as supporting new
farmers extensively and training young and next-genera-
tion farm operators.

Moreover, we worked diversely to rationalize banking
business operations, such as introducing equipment to
streamline cash business at JA business service locations
and introducing an “agent” model based on the choice
made on a JA-by-JA basis. We deployed around 100 mo-
bile branches in vehicles and implemented, among oth-
ers, “No to Ayumu Project” (Project for Making Prog-
ress with Agriculture) to plan and sell financial products
linked to expanded consumption of agricultural prod-
ucts. Having promoted such initiatives one after the
other to help turn the agriculture industry into a growth
industry, we will further strengthen these initiatives into
the future.

Both JA Bank and the Bank will work as hard as
possible toward the steady implementation of the ““Self-
reform of JA Bank” effort, and contribute to the develop-
ment of agriculture and local communities by continu-
ing to enhance the provision of financial services and

securing sound management.



Food and Agriculture Business Initiatives

MANAGEMENT STRATEGY

Food and Agriculture Business Initiatives

The Bank conducts initiatives to further exert its role as
the central organization for agricultural, fishery and for-
estry cooperatives, focusing on contribution to its mem-
bers and the agriculture, fishery and forestry industries
as a matter of the highest priority. The Bank is offering

various solutions to achieve the practices of the “food
and agriculture business” indicated in the Medium-Term
Management Plan started from fiscal 2016, which con-
tribute to turning the agriculture, fishery and forestry
industries into growth industries.

Smooth Capital Supply to the Food and Agriculture-Related Fields

@ Initiatives for Agricultural Loans
For agricultural corporations run by those expected to be
agricultural leaders of tomorrow, we offer the Agricul-
tural Corporation Development Loan (Agri-Seed Loan),
etc., for operating funds for agricultural production and
processing and sales, etc., of farm products without col-
lateral or guarantee in principle.

In addition to direct financing as mentioned above,
the Bank reduces interest burdens on agricultural work-
ers, for example by providing subsidies to borrowers of

Types of Loans (As of March 31, 2018)

JA Bank’s agricultural loans to cover up to one percent
of the interest cost. In fiscal 2017, approximately 90,000
loans, totaling ¥1.6 billion, were provided, and in the cu-
mulative total up to fiscal 2017, ¥11.5 billion in subsidies
were granted for 640,000 agricultural loans.

Product Number of loans | Loaned amount

Agri-Seed Loan

(since December 2009) 165 ¥3,281 million

*Cumulative total as of March 31, 2018

General Loan

Policy-based Loan

Agriculture | Agri-Seed Loan Agriculture, Forestry, Fishery &

Ecology Business Loan

Management Improvement
Support Loan

Reconstruction Loan (Tohoku
Agricultural, Forestry, and

Fishery Fisheries Industries Support
Loan)
Disaster Funds
Forestry

Agriculture Modernization Loan
Agricultural Management Assistance Support Loan
New Farming Fund for Young Persons

Agricultural Management Improvement Promotion Loan
(New Super S Fund)

Mountainous Region Revitalization Loan
etc.

Fisheries Modernization Loan

Fisheries Management Improvement Promotion Loan
Mountainous Region Revitalization Loan

etc.

Forestry Development Promotion Loan
Mountainous Region Revitalization Loan
etc.
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@ Establishing the F&A (Food and Agri) Growth
Industry Investment Facility
Toward our goal to turn the agriculture, fishery and for-

estry industries into growth industries, the Bank estab-
lished the “F&A (Food and Agri) Growth Industry In-

vestment Facility” on the scale of ¥50.0 billion including
the traditional Agri-Seed Fund, aimed at providing risk
money to support new entries and expand the scale of
the agriculture, fishery and forestry industries, improve

productivity and add higher value.

List of F&A (Food and Agri) Growth Industry Investment Facility

Investment target Investment facility
Agricultural corporations, corporations operating agriculture- .
Agri-Seed Fund gricuiitira’ corporatt porafions operating agricuii ¥4.0 billion
related businesses (small to medium scale)
Support Fund for Business Entities of Agricultural corporations, corporations operating agriculture- v5 0 billion
Agricultural Leaders related businesses (large scale) '
Agricultural, fishery and forestry workers and their organiza-
Agriculture, Forestry and Fisheries ,g , v , v , . J .
. tions (JA, regional community farming organizations, corpora- ¥2.9 billion
Cooperative Fund .
tions, etc.)
Food and agriculture-related businesses in six Middle East
Export Promotion Support Fund d $50 million
Gulf States
Investment Limited Partnership for Renewable energy power generation project undertaken
Renewable Energy in Agriculture, by associates of agricultural, forestry and fishery villages to ¥0.5 billion
Forestry and Fisheries contribute to revitalizing local communities
Investments to expand the scale of the agriculture, fishery
Direct Investment Facility and forestry industries, improve productivity and creating ¥18.0 billion
added-value, etc.
Scheduled to be allotted according to the status of each
(Extendable capacity) , 3 9 ¥14.6 billion
investment facility
Total — ¥50.0 billion

Agri-Seed Fund, Support Fund for Business
Entities of Agricultural Leaders

Since April 2010, as a framework to supply capital to ag-
ricultural corporations, the Bank, in collaboration with
The Agribusiness Investment & Consultation, Ltd. and
JA Bank Agri-Eco Support Fund, established the Agri-
Seed Fund, which invests in agricultural corporations
that are technically competent yet undercapitalized, sta-
bilizing their finances and supporting the development of
their business. The total number of capital investments
has reached 288 and the agricultural corporations which
have received investments have stably grown as core
leaders of their areas and industries.

In June 2013, the Bank established the Support Fund
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for Business Entities of Agricultural Leaders to meet the
business expansion needs of agricultural corporations
which plan on the utilization of abandoned farmland,
farmland accumulation and the sixth industrialization.
The fund has so far made 22.

Product ir%%@t?ﬁé% Invested amount
Agri-Seed Fund .
(since April 2010) 288 ¥2,181 million
Support Fund for
Business Entities of B
Agricultural Leaders 22 ¥615 million
(since June 2013)

*Cumulative total as of March 31, 2018



Agriculture, Forestry and Fisheries Cooperative
Fund (JA Sixth Industrialization Fund, JF Sixth
Industrialization Fund and JForest Sixth Indus-
trialization Fund)

JA Group, including the Bank, laid out a policy to ex-
ercise its comprehensive and organizational strength as
a group in an integrated manner to promote the sixth
industrialization of the agriculture, fishery and forestry
industries.

In May 2013, the Agriculture, Forestry, and Fisher-
ies Cooperative Fund, a sub-fund jointly capitalized by
Agriculture, forestry and fisheries Fund corporation for
Innovation, Value-chain and Expansion Japan (A-FIVE)
and cooperative organizations, was established. Vari-

ous financial, business and management supports, along

MANAGEMENT STRATEGY

with support for the development of business plans, have
been provided to agricultural, fishery and forestry busi-
nesses which are committed to the sixth industrializa-
tion, as well as entities constituted by JA and partner
companies. Since establishment, decisions have been
made to make investments in 13 entities (as of March 31,
2018), the largest number of investments made among 47
similar sub-funds nationwide.

Moreover, to encourage the business development of
the business entities in which the Bank has invested to
date, focus was placed on providing support for explor-
ing sales channels and other business support functions.
The Bank will continue to contribute to the further de-
velopment of the local agriculture, fishery and forestry

industries through the utilization of the fund.

Overview of Investments Made by the Agricultural, Forestry and Fisheries Cooperative Fund

Company name: Beishin Ishikawa Inc.

Location:  Kanazawa-shi, Ishikawa

Business:  Rice wholesale, manufacturing and
sales of processed cooked-rice
goods and boxed lunches, etc.

Products:  White rice, brown rice, sushi

rice, processed sushi products,
boxed lunches, rice balls, etc.
Approval and decisions: July 2014

Company name: Maisen Fine Food Co., Ltd.

Location:  Sabae-shi, Fukui
Business:  Processing and selling of food
Products:  Pseudo meat products made

from brown rice
Approval and decisions: April 2014

Company name: Koto Kyoyasai Co., Ltd.

Location:  Kameoka-shi, Kyoto

Business:  Frozen Kyoyasai (traditional vegetables
in Kyoto)

Products:  Frozen Kyoyasai

Approval and decisions: March 2016

Company name: Nishiawakura Morino Gakkou

Location:  Nishiawakura-son, Aida-gun,
Okayama

Business:  Processing and selling of timber

Products:  Flooring and interior materials, etc.

Approval and decisions: May 2014

Company name: Tsushima Genboku Shiitake
Co., Ltd.

[

Location:  Tsushima-shi, Nagasaki

Business:  Processing and sales of shiitake
mushroom logs produced in
Tsushima

Products:  Raw, dried, frozen and powder

shiitake mushrooms, etc.
Approval and decisions: September 2017

Company name: JFA Co., Ltd.

Nagashima-cho fishery products
Approval and decisions: October 2015

Location:  Nagashima-cho, lzumi-gun,
Kagoshima

Business:  Sales and exports of fishery and Company name: lzumo Food Processing Co., Ltd. Company name: J-ACE Co., Ltd.
processed products, and restaurant Location:  Itoshima-shi, Fukuoka Location:  Chiyoda-ku, Tokyo
business Business:  Production and selling of delicatessens Business:  Restaurant business

Products:  Processed products, etc., made from Products:  Delicatessens made from agricultural Products:  Food and beverages made

and livestock products of Kyushu
Approval and decisions: April 2014

Company name: Agrisupport Kotou Co., Ltd

Location:  Katagami-shi, Akita

Business:  Production of pickled
vegetables and
commissioned farm
management business

Products:  Asazuke, Kimchi and other

pickled vegetables; rice, soy
beans and other agricultural
products

Approval and decisions: February 2018

Company name: Berg Fukushima Co., Ltd.

Location:  Kawamata-machi, Date-gun,
Fukushima

Business:  Production and sales of
vegetable seedlings

Products:  Vegetable seedlings utilizing

vaccination and grafting
technology

Approval and decisions: March 2015

Company name: lbaraki Mogitate Factory Co., Ltd.

Location:  Ibaraki-machi, Higashiibaraki-
gun, Ibaraki

Business:  Production and sales of frozen
prepared dishes

Products:  Frozen prepared dishes made

using agricultural products from
Ibaraki Prefecture

Approval and decisions: January 2015

Company name: MIRAI TRADING Co., Ltd

Location:  Kashiwa-shi, Chiba
Business:  Packaging, processing and
selling of food

Products:  Packed lettuce

Approval and decisions: November 2013

NN

Company name: Pure Dish Co., Ltd.

Location:  Chiba-shi, Chiba

Business:  Production and sales of food
for food service industry

Products:  Precooked processed-food

processed using vacuum low-
temperature cooking method
Approval and decisions: August 2014

/

from domestic pork, chicken, etc.
Approval and decisions: May 2014

ANNUAL REPORT 2018 The Norinchukin Bank

13



14

MANAGEMENT STRATEGY

Export Promotion Support Fund

In March 2016, the Bank collaborated with Mizuho
Bank to establish a private equity fund “Gulf Japan
Food Fund” with the aim of providing financial support
to address the need to expand exports of Japanese food
and agricultural, fishery and forestry products and re-
lated production and operational technologies, as well
as the food security needs, etc., of the six Middle East
Gulf States. Through investments in Japanese compa-
nies engaging in business expansion in the Middle East
region and food and agriculture-related companies from
the Middle East, the Bank strives to grow and promote
food and agricultural industries in this region and aims
at value-adding and market creation from new alliances

and partnerships.

Investment Limited Partnership for Renewable
Energy in Agriculture, Forestry and Fisheries

JA Group has a policy to proactively engage in renewable
energy projects which will result in the revitalization of
local communities in harmony with the agriculture, fish-
ery and forestry industries representing local communi-
ties and farmers. The Bank, together with JA Zenkyoren

(National Mutual Insurance Federation of Agricultural
Cooperatives), established the “Investment Limited Part-
nership for Renewable Energy in Agriculture, Forestry
and Fisheries” and set up a structure to provide financial
assistance to community-led renewable energy projects.
The Bank will provide not only financial but other sup-
port required for commercialization to members of co-
operatives and local residents for the renewable energy
projects which contribute to the promotion of the agricul-
ture, fishery and forestry industries and revitalization of

local communities.

Direct Investment Facility

The Bank believes that in order to turn the agriculture,
fishery and forestry industries into growth industries, it is
indispensable to add higher value to and improve the pro-
ductivity of downstream industries as well. As a frame-
work to provide risk money to achieve these goals, the
Bank started to work on such initiatives in fiscal 2016.
To increase exports and improve productivity through
the practices of ICT-based agriculture, a total of nine in-
vestments were made in food export companies and agri-

cultural IT ventures, among others.

Offering Solutions That Contribute to Increasing Agricultural Income

@ Initiatives to Expand Sales and Add Higher Value

Collaboration with JA Zen-Noh (National Feder-
ation of Agricultural Cooperative Associations)

Aiming to increase agricultural income, expand produc-
tion and revitalize local communities, the Bank collabo-
rates closely with the initiatives promoted by JA Zen-
Noh to reform the distribution and processing structure,
expand exports and reduce production materials costs,
mainly by providing advice related to investments/loans
and offering financial and nonfinancial services includ-
ing brokerage with general business corporations and
the dispatching of staff.

As part of such initiatives, in September 2017, the
Bank via a joint investment among seven companies
including JA Zen-Noh and the Bank, contributed to

increasing the capital of Nileworks Inc., an agricultural
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drone company, through the allocation of new shares to
a third party. Through an investment in this company,
the Bank promotes the reduction of agricultural produc-

tion costs.

Export Promotion Initiatives

To allow its members and agricultural, fishery and forest-
ry workers who aim to export their products to engage in
steady exports, the Bank provides an export support pack-
age. In fiscal 2017, while adhering with the existing export
support initiatives, the Bank further strove to promote ex-
ports by enhancing initiatives to deepen the content and
improve applicability, reflecting input from participants in
each initiative. Specifically, the Bank (1) released the ex-
port PR publication “Yushutsu-no-Ibuki” (quarterly), (2)
held export seminars (implemented in Osaka in addition



to seminars regularly held in Tokyo), (3) implemented test
marketing (conducted in a local high-quality supermarket
in Singapore in March 2018), (4) participated in overseas
trade fairs (exhibited at the HKTDC Food Expo and FOOD
TAIPEI), and (5) offered an opportunity to participate in
the Great Okinawa Trade Fair.

Test marketing conducted in Singapore

Yushutsu-no-Ibuki

Business Conferences and Business Matching
Initiatives

The Bank capitalizes on the characteristics of the co-
operative system as a nationwide system to identify the
business needs of cooperative organizations, agricul-

MANAGEMENT STRATEGY

tural, fishery and forestry workers and corporate clients,
and provide business matching services and conferences
to lead to constant business transactions among them. In
fiscal 2017, the Bank held nationwide and block business
conferences, etc., and provided participating sellers’
groups with the opportunity to expand sales channels.
In addition, the Bank provided assistance in promoting
the understanding of distribution and retail industries
and acquiring expertise in business negotiations, etc. by
holding seminars and other events for enhancing busi-
ness negotiation skills.

- N =

JA Group Japanese Agricultural and
Livestock Products Business Conference

Nationwide and Block Business Conferences Held in Fiscal 2017

Venue Date Name Nl"srgl%?g of N%ndyggof
ot | Novermber 2017 | Fout Frefecurcs n e Tokt Region, JA Grow Foodand | 114
Osaka November 2017 | JA/JF Group Kinki and Shikoku Business Conference 123 347
Ishikawa January 2018 | JA/JF Group Hokushinetsu Business Conference 28 47
JA, JF Group Business Conference to Introduce Kyushu and
Fukuoka January 2018 | Okinawa Foods (small-scale conference for certain targeted 32 6
buyers; reservation required)
Miyagi February 2018 g%?\ké rlz)%%d and Agriculture Business Conference Sponsored 55 68
Tokyo March 2018 éﬁ S%rg:g égﬁ%r;gﬁg eAgrioultural and Livestock Products 147 1917

@ Initiatives to Reduce Production Costs

Agricultural Equipment Lease Support Program

To encourage reduction of production costs through pro-
ducers’ scale expansion, etc., agri-seed leasing business
was implemented for partial subsidies on leases involv-

ing agricultural machinery and equipment, etc.

The first solicitation was conducted for rice and veg-
etable producers, for which approximately 8,000 subsi-
dies were decided in October 2015, and the second so-
licitation was conducted adding livestock and dairy to
the subsidy target items, for which approximately 4,000

ANNUAL REPORT 2018 The Norinchukin Bank
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subsidies were decided in May 2016. The Bank is deep-
ening relationships with subsidy recipients through a
visitation approach.
Specifically, by introducing a
flexible tank/hopper, the task of
cramming seeds into a flexible
tank was alleviated, resulting
in the expansion of the planted
area, thereby showcasing the ef-
fects of cost reduction and scale

expansion.

Flexible tank/hopper
adopted

Project to Reinforce Business Consultation
Functions

To strengthen response capabilities to diverse manage-
ment issues of agricultural corporations, etc., the “man-
agement consultation function strengthening business”
was launched in September 2015. Specifically, the Bank
established consultation counters nationwide and pro-
vided subsidies on costs for management seminars and
individual consultations that are held at JA Banks nation-
wide. In fiscal 2017, 105 seminars or similar events were
held nationwide. Moreover, free consultation counters na-
tionwide by specialists and the website “Agriweb” to dis-
patch information related to agricultural business man-
agement were launched in 2016. In July 2017, a link was
established between “Agriweb” and JA Zen-Noh’s “AP-
PINES” website, which provides information on farming
operation. Drawing on the alliances among the JA Group,
the Bank has operated to address the managerial issues of
agricultural workers in general. The number of members
of “Agriweb” was 3,296 as of March 31, 2018.

Support for Revitalization of Regional Areas

@ Initiatives to Agricultural Entrant Support Program
To cultivate future domestic farming core leaders, the
Bank has implemented the agricultural entrant support
program. In fiscal 2015, the Bank expanded the subsidy

business we have implemented towards training provid-
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“Agriweb” site screen

Production Costs Reduction Support Program

In collaboration with JA Zen-Noh and related organi-
zations, in fiscal 2016 the Bank started a support pro-
gram to help reduce production costs, which provides
subsidies for the dissemination of new technologies that
contribute to reducing production costs and innovative
initiatives.

The first program implemented under this program
was a “DNA Chip Dissemination Promotion Support
Program for Livestock and Dairy Business” in coordina-
tion with JA Zen-Noh to prevent cow disease and con-
duct health checks. The second was a support program
to pass on “Takumino-Waza” or techniques and know-
how possessed by experienced agricultural workers. The
third was a support program to
establish a relay shipping struc-
ture for vegetables and fruits to-
ward the expansion of exports,
which contributes to the reduc-
tion of overseas sales costs. As
the fourth program, the Bank
implemented a support pro-

gram for the consistent supply

Leaflet for the “DNA Chip
Dissemination Promotion
Support Program for
Livestock and Dairy
Business”

of items to address horticultural

consumer needs.

and Local Communities

ed to potential agricultural entrants and launched a sub-
sidy business towards farming operation costs incurred
by independent agricultural entrants aimed at providing
support for stabilizing their management soon after be-

coming an agricultural entrant. In fiscal 2017, the Bank



provided subsidies of ¥400 mil-
lion for approximately 3,600
businesses that help indepen-
dent agricultural entrants with
their farming operation costs
and subsidies of ¥200 million
for approximately 800 business-

es that accept potential agricul-

e ——

tural entrants (trainees).
Leaflet for the “Agricultural

Entrant Support Program”

@ Training of Next-Generation Farm Operators

As the main sponsor of AgriFuture Japan, the Bank en-
courages the training of farm operators of the next gen-
eration by providing operational support for the Japan
Institute of Agricultural Management and seminar busi-
ness run by the general incorporated association.

Since the opening of the Japan Institute of Agricul-
tural Management in April 2013, 61 students have grad-
uated and started engaging in farming nationwide. At
present, fifth and sixth year students are studying hard,
encouraging each other as colleagues sharing the same
aspiration in the school located on one of the floors of

The Norinchukin Bank Shinagawa Training Center.

@® Environmental Finance Initiatives

The Bank introduced the Agricultural, Forestry, Fishery
and Ecology Rating System in 2010 to evaluate its mem-
bers and companies which practice pro-environmental
activities. The Bank added its own evaluation items to
those of the system, including initiatives for environmen-
tally sound agriculture, fishery and forestry industries and
for the sixth industrialization.

Moreover, in 2012, the Bank began acting as a broker
of domestic emission credits (J-VER). The J-VER System
is the domestic emission trading scheme operated by the
government. In 2017, part of the CO: emitted from the
“Farmers’ & Kids’ Festival 2017” sponsored by the Japan
Agricultural Corporations Association was offset using
J-VER, which was brokered by the Bank. The Bank con-
tinues to support initiatives for environmentally-respon-
sible agricultural and forestry operations such as forest
improvement and environmental measures of companies

MANAGEMENT STRATEGY

by acting as a broker of J-VER trading derived from the

agriculture, fishery and forestry industries.

@ Agricultural, Forestry, and Fisheries Future Fund
To support the voluntary initiatives of agricultural, fish-
ery and forestry workers/business entities and promote
the dispatch of related information toward the further
growth of the agriculture, fishery and forestry industries,
the Bank established the “Agricultural, Forestry, and
Fisheries Future Project” and, as the entity to implement

the project, founded the “Agri-
cultural, Forestry, and Fisher- R ey
ies Future Fund” in 2014, to |«
which the Bank contributed A
¥20.0 billion. iy
The “Agricultural, Forestry, %
and Fisheries Future Fund” has
provided subsidies for a total i

of 32 projects. For fiscal 2018, == -

Poster introducing the
recipients of subsidiar-
ies from the “Agricultural,
Forestry, and Fisheries
Future Fund”

the Fund started solicitation in
June 2018.

@ Stronger Collaboration with the Japan Agri-
cultural Corporations Association
In February 2014, the Bank entered into a comprehen-
sive partnership agreement with the Japan Agricultural
Corporations Association, a public interest incorporated
association with about 1,800 pioneering agricultural cor-
poration members nationwide. The partnership enables
the association’s members to more easily address issues
they face, including their capital investments, manage-
ment streamlining and value-adding to agricultural and
livestock products, as well as provides a wide range of
supports for the creation of new customers and export of
products by utilizing the Bank’s network.

In fiscal 2017, the Bank sponsored the “Farmers’ &
Kids’ Festival,” at which agricultural corporations, etc.,
from throughout the nation display and sell agricultural
products and offer workshops for consumers in the met-
ropolitan area where the festival is held annually. The

Bank also cosponsored the “Next Generation Agricul-
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ture Summit” soliciting self-motivated young farmers.
In addition, at the National Federation of Agricultural
Labor Support Conference, the Bank promoted an alli-
ance to eliminate the labor shortage problem.

In addition to the national initiatives, prefecture-level
alliances are ongoing such as a partnership agreement
concluded by the Kumamoto Association of agricultural
corporations and the
Bank’s Kumamoto
branch for an alli-
ance covering the
Kumamoto Prefec-
ture region in fiscal
2017.

Next Generation Agriculture Summit

@ Inbound Green Tourism

Four companies comprising the Bank, ABC Cooking Stu-
dio Co., Ltd., Recruit Lifestyle Co., Ltd., and Nokyo Tour-
ist Corporation, entered into a comprehensive partnership
agreement in April 2016 aimed at contributing to the sup-
port for revitalization of local communities and overseas
export.

Aiming to revitalize local communities by increasing
the number of tourists visiting regional areas of Japan
and advertising the attraction of Japanese foods, the Bank
has implemented six tours. For the sixth tour, which was
conducted in March 2018, as an effort to support the re-
construction of Kumamoto and Oita prefectures, where

the number of domestic tourists has been declining due
to the 2016 Kumamoto earthquakes, the Bank conducted
Food and Agriculture Green Tourism targeting domestic
tourists in an alliance with local governmental adminis-

trations and corporations, etc.

B asiara

IR IR

@ Initiatives for Food and Farming Education
Projects

The Bank provides subsidies for “food and farming
education” projects that aim to deepen children’s un-
derstanding of agriculture and food and to contribute to
the development of local communities. We donate study
materials for agriculture and food education, support
initiatives to incorporate local agricultural products into
school lunch menus, and organize cooking classes from
the perspective of local production for local consump-
tion. In fiscal 2017, we donated 1.33 million books to
primary schools nationwide and provided approximately
2,000 subsidies, totaling of ¥500 million to local food
and farming education activities.

Reconstruction Support Efforts
B Outline of the Reconstruction Support Program

To provide full and multifaceted assistance for the re-
covery and reconstruction of the agriculture, fishery and
forestry industries severely affected by the Great East
Japan Earthquake, the Bank established the Reconstruc-
tion Support Program (support amount: ¥30.0 billion) in
April 2011. The program has provided financial support
to affected agricultural, fishery and forestry industry
workers and affected members with multifaceted sup-
port in keeping with meeting needs and situations in

disaster-stricken areas.
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1 Reconstruction Support for Farmers, Fisher-
men, Foresters and Local Communities

For the business reconstruction of disaster-affected farm-
ers, fishermen and foresters, the Bank has provided long-
term low-interest reconstruction loans (Tohoku Agricul-
tural, Forestry, and Fisheries Industries Support Loan)
and reconstruction fund (Tohoku Agricultural, Forestry,
and Fisheries Industries Support Fund) through its affili-
ate, the Agribusiness Investment & Consultation Co., Ltd.,
as well as assistance to formulate reconstruction plans.

The Bank has been involved in large-scale reconstruc-



tion projects in disaster-stricken areas since their con-
ceptual stages and is lending various kinds of support
for the reconstruction of local communities. Further, the
Bank has been offering a wide variety of financial as-
sistance, such as providing interest subsidies for disaster
funds extended by JA (Japan Agricultural Cooperatives)
and JF (Japan Fisheries Cooperatives) to agricultural
and fishery workers to help ease their interest burden, as
well as providing lease subsidies to agricultural workers

who acquire farm machinery and horticultural facilities

MANAGEMENT STRATEGY

In addition, the Bank has supported to agricultural
workers for the cost of production materials and ma-
chines necessary to resume operations, fishery work-
ers for the cost of cooling ice used in test operations,
projects to promote reconstruction through agriculture,
fishery and forestry industries and initiatives to realize
advanced agriculture, fishery and forestry industries
through reconstruction. The Bank also supports revi-
talization of disaster-stricken areas, such as by donating
wooden products, etc., made using local timber.

through leasing.
Product Number of loans, etc. Amount
Reconstruction Loan (Tohoku Agricultural, Forestry, and Fisheries Number of loans Loaned amount
Industries Support Loan) 152 ¥45.8 billion
Reconstruction Fund (Tohoku Agricultural, Forestry, and Fisheries Number of investments Invested amount
Industries Support Fund) 59 ¥1.3 billion
Lease subsidies Number of subsidies Total lease amount
1,628 ¥5.8 billion
- . Number of support cases Loaned amount
Interest subsidies to JA/JF disaster funds 4018 ¥16.7 billion

*Cumulative total as of March 31, 2018

Harvesting by a reconstruction fund
recipient

Bench donated to a fish market

children center

2 Reconstruction Support to Members and Customers
JA (Japan Agricultural Cooperatives) to which the Bank

has assisted in increasing capital under the Frame-

Farmers’ market operated by a recon-
struction loan recipient

Wooden sandbox donated to a certified

Support for fishery workers with cooling
ice used in test operations

-

Business conference about Tohoku’s
foods and agriculture

work for Special Post-Earthquake Support, has repaid
the funds it borrowed to help increase its capital. For
JF (Japan Fishery Cooperation), the Bank provided
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guidance and advice—for instance, by dispatching its
staff—based on its plan to help strengthen the coopera-
tive banking business, thereby making smooth progress
in terms of JF’s management improvement.

Stable financial functions are provided to JA Bank
and JF Marine Bank users with consultation services
at JA Bank and utilization of movable terminals at JF
Marine Bank. In addition, the Bank has also conducted
initiatives to restore customers’ lives by supporting the
Reconstruction Loan offered by JA Bank and JF Marine
Bank and by appropriately responding to the double-
loan problems and the project to promote collective relo-
cation for disaster prevention.

Seven years have passed since the Great East Japan
Earthquake, and agriculture and fishing operations have
resumed in many of the disaster-affected areas, Dispar-
ity has arisen among local communities in this situation,
and although lifestyle reconstruction efforts are pro-
ceeding there are still approximately 32,000 people (as
of March 2018) forced to live in temporary housing, and
looking at the disaster-affected areas as a whole, there

are regions where the reconstruction process is still only

Response to the Principles of Fiduciary Duty

In March 2017, the Financial Services Agency an-
nounced the seven Principles of Fiduciary Duty, which
are based on an awareness of the need to realize a mech-
anism to achieve a well-balanced portfolio of household
financial assets toward a goal of “achieving the stable as-
set building of the Japanese nation.” Under such a mech-
anism, financial business operators compete in offering
customer-oriented, high-quality financial products and
services and customers choose those that provide better
products/services. To achieve the stable asset building of
the nation, it is necessary to encourage a transition from
the savings-centered management of household financial
assets to a well-balanced portfolio.

At JA Bank as well, to accurately address the needs
of individual members and customers for asset building,
asset management and succession, the Bank established
the dedicated JA Bank System Asset Building Division
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half-way complete.

As the Bank continues to provide sufficient support
for reconstruction initiatives in the disaster-affected ar-
eas, new developments are being seen, such as the de-
velopment of agricultural leaders and the expansion of
scale, and with an emphasis on encouraging these initia-
tives, we will continue to provide full and multifaceted
support to the reconstruction of agriculture, fishery and

forestry industries and local communities.

B Reconstruction Support Efforts by JA Group,
JF Group and JForest Group

JA Group, JF Group and JForest Group have launched
a website to introduce their activities to help the agri-
culture, fishery and forestry industries recover from the
vast damage caused by the Great East Japan Earthquake
and reconstruction initiatives and to record these efforts
into the future.

Website name: Record of Reconstruction Initiatives
of Agricultural, Fisheries and Forestry Cooperatives (in

Japanese only)

in July 2017 to review the product lineup, plan and im-
plement the development of human resources and make
other efforts to provide services of increasingly high
quality.

In addition, the Bank and the Bank’s group compa-
nies, as well as JA and JA Shinnoren, both of which
handle mutual funds, have adopted the seven Principles
of Fiduciary Duty and announced policies and measures
to address those principles. Going forward, with the
steady implementation of the items under those policies,
and the regular review of the content to make necessary
updates, we aim to employ best business practices and
prepare proposals to provide financial products and ser-
vices tailored to the true needs of individual members
and customers in line with their life plans as the corpo-
rate culture of JA Bank and the Bank’s group.
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Finance Facilitation Initiatives
@ Policies on Finance Facilitation

As the financial institution founded on agricultural, fish-
ery and forestry cooperatives, the Bank considers one
of its most important roles is to provide necessary funds
smoothly to its customers engaging in agricultural, fish-
ery and forestry operations and SMEs, and conducts
initiatives under basic policies for finance facilitation,
including the flexible handling of loan applications from
customers, making changes to financing conditions in
response to customers’ request for reduction of debt
repayment burdens, proactive response to management
consultation from customers, and support for their initia-
tives for management improvement.

In addition, in order to proceed with these initiatives
properly, the Bank has developed a structure through
discussion and reporting at meetings attended by rel-
evant directors, the designation of the department in
charge of financing facilitation, the assignment of a fi-
nancing facilitator at each branch who can collaborate
with the department in charge of financing facilitation,
and the creation of a customer service counter to respond

to complaints and consultations from customers.

Image of Finance Facilitation System

@® Management Support Initiatives for Customers

The Bank focuses on providing services to customers
who need support for management improvement and
business reconstruction with due consideration to the
impact on their local communities and other factors, and
divisions and branches that handle customer transac-
tions, together with a department in charge of financing
facilitation, assist with the customers’ efforts in the de-
velopment and execution of plans, and review their prog-
ress and revise them as appropriate. We also collaborate
with external parties, including consulting firms, Small-
and Medium-size Enterprise Revitalization Support
Councils (SMERSCs) and Regional Economy Vitaliza-
tion Corporation of Japan (REVIC) as the need arises,
using various tools to achieve the best solution.

@ Policy to Address the Guidelines for Manage-
ment Guarantee
Based on the Guidelines for Management Guarantee

published in December 2013, the Bank has developed
a structure for compliance with the guidelines, and we
will continue efforts to address the issue of personal
guarantees by business owners in good faith based on

these Guidelines.

External Experts

Consultation/application

T Response/advice

External Institutions

. . Collaboration
Consulting Firms

All business divisions

Person in charge of finance facilitation
(Contact point handling customer complaints and inquiries)

SME Revitalization
Support Councils

S '

Monitoring Discussion/reporting ~ Instructions

Regional Economy
Vitalization Corporation
of Japan Collaboration

etc.

Specialized unit of the head office

Department in charge of financing facilitation
(Business Revitalization Div.)

Lending divisions

Discussion

Credit Risk

and Management Div.

|
Discussion/reporting l T Instructions

Agenda submission/reporting l

Meetings attended by relevant Directors
(Food and Agri Finance Committee)

T Instructions

Board of Directors
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CSR Initiatives

As the financial institution founded on a platform of agri-
cultural, fishery and forestry cooperatives as well as an in-
stitution engaging in global investment and loan activities,
the Bank follows a basic policy for CSR (corporate social
responsibility) activities to maintain the trust of various
stakeholders and contribute to the sustainable development
of the economy and society. Moreover, the Norinchukin
Group engages in the CSR activities mutually coordinat-
ing with members in the field of agriculture, fishery and
forestry industries.

Participation in Major Initiatives

To respond to broadening CSR-related social demands,
the Bank organized its CSR priorities into six areas and
17 focal points in fiscal 2016. In these six areas, all direc-
tors and employees of the Bank work on the sustainable
development of society through their business operations.
Moreover, the Bank has participated in the following
three international initiatives. Concerning the CSR Report
as well, the content of the report has been updated in line
with newly organized focal points and has been disclosed
on the Bank’s website

United Nations Global Compact

Equator Principles

CDP

Metwork Japan

WE SUPPORT

EQUATOR
- PRINCIPLES

SN'CDP

DRIVING SUSTAINABLE ECONOMIES

Areas of the Materiality of The Norinchukin Bank

Six CSR Areas
( )
CSR areas through core businesses

Contribution to the devel-
opment of the
agriculture, fishery and
forestry industries

Responsible financing

CSR areas as the basis of management

Environmental/

) Trust from Respect for
Social
o customers employees
contributions
Organizational foundation
g Y,
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Six CSR Areas and 17 Focal Points

Area Focal Point

Contribution to the
development of the

agriculture, fishery
and forestry industries | E4 Contribution to local communities

Promotion of the agriculture, fishery and
forestry industries

Responsible investments and loans

Responsible financing | 7 promotion of environmental conservation
projects

Environmental/Social Contribution to creating a sound society

contributions

A Environmental considerations

Reliability of financial infrastructure

Trust from customers | [El Respect for customers

[l Appropriate business activities

Fair labor practices

Respect for Employee diversity

employees

Human resource development

Occupational health and safety

Governance

Organizational Corporate ethics

foundation

Respect for human rights

Stakeholder engagement




CURRENT STATE OF THE COOPERATIVE BANKING BUSINESS AND THE NORINCHUKIN BANK’S ROLE

The Cooperative System and the Cooperative Banking Business

The cooperative banking business, through its network covering all of Japan, contributes to the
development of the agriculture, fishery and forestry industries in Japan, and provides financial sup-

port for the livelihood of local citizens.

B The Cooperative System and the
Cooperative Banking Business

In addition to “banking business,” which involves accept-
ing deposits and making loans, our cooperative members
engage in a number of other business activities. Among
these are providing “guidance” for business and day-to-
day matters for farmers, fishermen and foresters; “mar-
keting and supplying” through the sale of agricultural,
fisheries and forestry products as well as procurement of
production materials; and “mutual insurance” as insur-
ance coverage for various unforeseen events.

Cooperative members that perform this wide range of
activities comprise JA, JF and JForest at the municipal
level and their respective federations and unions at the
prefectural and national levels (as indicated in the ac-
companying chart). This nationwide structure from the
municipal level to the national level is generally known
as the “cooperative system.”

The framework and functions of the banking business-
es of (1) JA and JF at the municipal level, (2) JA Shin-
noren (Prefectural Banking Federations of Agricultural
Cooperatives) and JF Shingyoren (Prefectural Banking
Federations of Fishery Cooperatives) at the prefectural
level, and (3) The Norinchukin Bank at the national level
are referred to collectively as the “cooperative banking

business.”

H Business Activities of Cooperatives
e Japan Agricultural Cooperatives (JA)

JA are cooperatives, established under the Agricultural
Cooperative Law, that conduct a wide range of busi-
nesses and activities in the spirit of mutual assistance.
The principal business activities of JA encompass (1)
offering guidance for improving individual members’
management of their farms and their standards of liv-
ing; (2) providing marketing and supplying functions for
farming, including the gathering and selling of crops,
and supplying materials needed for production and daily

living; (3) providing mutual insurance, such as life and

auto insurance; and (4) offering banking services, such as
accepting deposits, making loans and remitting funds.
As of April 1, 2018, there were 646 JA throughout Ja-
pan that contribute to the development of the agricultural
industry and rural communities through their various

businesses and other activities.

e Japan Fishery Cooperatives (JF)

JF are cooperatives established under the Fishery Coop-
erative Law with the objective of overseeing and protect-
ing the businesses and lives of fishermen. The principal
business activities of JF include (1) providing guidance
for the management of marine resources and for the
improvement of individual members’ management of
their business and production technology; (2) marketing
and supplying for individual members for the storage,
processing and sale of caught fish and other marine prod-
ucts, and for the supply of materials required for their
business and daily lives; (3) banking services, including
the acceptance of deposits and lending of needed funds;
and (4) mutual life and non-life insurance. There were
953 JF throughout Japan (as of April 1, 2018) that con-
tribute to the development of the fishery industry and
fisheries communities through a broad range of activities

in various parts of the country.

e Japan Forestry Cooperatives (JForest)
JForest, established under the Forestry Cooperative Law,
are cooperatives for private forest owners. The ownership
structure of Japan’s forests consists mostly of small forest
owners, and forestry cooperatives play an important role
in organizing and representing their interests.

The principal business activity of JForest is forest
improvement, which involves planting, undergrowth re-
moval and the thinning of forests owned by individual
members, as well as the sale of forest products, such as
logs and timber.

Playing a central role in forestland improvement, 620
JForest members (as of April 1, 2018) throughout Japan
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Structure of the Cooperative System

Individual Members Municipal Level Prefectural Level National Level
Business Activities/
Functions
JA Chuokai JA Zenchu
(Prefectural Unions of (Central Union of
i Agricultural Cooperatives) Agricultural Cooperatives
Guidance g P ) 2 P )
JA Zen-Noh )
HZ;%feﬁgglrs (National Federation of He,e\l‘gtlsgglers
a Agricultural Cooperative Associations) 4
Marketing & e
Supplying JA Keizairen
(Prefectural Marketing and
JA ) )
(Japan Supplylng Federatlortns of
Eao Agricultural Agricultural Cooperatives)
Cooperatives)
JA Zenkyoren '
Mutual Prefectural ' ) National
[ p—, Headaquarters (National Mutual Insurance F.ederatlon Headquarters
of Agricultural Cooperatives)
Banking
JA Shinnoren
(Prefectural Banking Federations
of Agricultural Cooperatives) The Norinchukin
Bank
JF Shingyoren
Banking (Prefectural Banking Federations
of Fishery Cooperatives)
JF Guidance/ JF Gyoren JF Zengyoren
Fishermen (Japan F'S_hel’y Marketlr)g & (Prefectural Federations of (National Federation of Fishery
Cooperatives) Supplying Fishery Cooperatives) Cooperative Associations)
Mutual JF Kyosuiren
Insurance (National Mutual Insurance Federation of Fishery Cooperative Associations)
JForest Guidance/ JForest Moriren JForest Zenmoriren
Foresters (Japan Forestry  Marketing & (Prefectural Federations of (National Federation of Forest
Cooperatives) Supplying Forestry Cooperatives) Owners’ Cooperative Associations)
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contribute to helping forests perform their diverse range
of natural functions, including the supply of timber and
other forest resources, preservation of national land,
protection of watersheds, maintenance of living environ-

ment, and provision of places for health and relaxation.

B Position of the Bank within the
Cooperative Banking Business

The Bank was established in 1923 as the central bank

for Japan’s industrial cooperatives. It was renamed The

Norinchukin Bank in 1943 and is now a private financial

institution based on the Norinchukin Bank Law.

JA, JF and JForest were created with the aim of im-
proving the economic and social positions of farmers,
fishermen and foresters through the cooperative efforts of
their respective individual members under the slogan “one
for all and all for one.”

The Bank is a national-level cooperative financial in-
stitution whose membership (i.e. shareholders) comprises
the previously mentioned municipal-level cooperatives,
prefectural-level federations and other organizations.
Furthermore, the Bank plays a major role in Japanese
society as a contributor to the development of the nation’s
economy and as a supporter for the advancement of the
agriculture, fishery and forestry industries with facilitated
finance for its members under the provisions of Article 1
of the Norinchukin Bank Law.

The Bank’s funds are derived from member deposits
(the majority of funds held at the Bank are deposits of
individual members of JA and JF) and the issuance of
Norinchukin Bank debentures. The Bank also raises
capital in financial markets. These financial resources
are then lent to farmers, fishermen, foresters and cor-
porations connected to the agriculture, fishery and for-
estry industries, local governments and public entities.
In addition to the aforementioned activities, the Bank
efficiently manages its funds through investments in
securities and other financial instruments. The Bank
stably returns to its members profits on investment and
lending activities and provides various other financial
services. Through these various services and activities,
the Bank plays a major role as the national-level finan-

cial institution for cooperatives.

Article 1 of the Norinchukin Bank Law

As a financial institution based on agricultural, fisher-
ies and forestry cooperatives as well as other members
of the agriculture, fisheries and forestry cooperative
system, the Bank contributes to the development of the
nation’s economy by supporting the advancement of
the agriculture, fishery and forestry industries by pro-
viding financial services for the member organizations
of the cooperative system.

B Current State of Japan’s Agriculture,
Fishery and Forestry Industries

e Agricultural Industry

There are many serious problems surrounding agricul-

ture, including an aging society, a shortage of operators

and the expansion of abandoned farmland. To pursue

the sustainability of Japan’s agriculture, it is an urgent

issue to increase income for agricultural producers.

Against this backdrop, based on the “Comprehensive
TPP-related Policy Framework,” which was formulated
in November 2015, the Japanese government deliber-
ated on a reduction in production materials prices and
structural reform of the distribution and processing of
agricultural products. As a result, it decided to amend
the “Agriculture, Forestry and Fisheries/Local Com-
munities Revitalization Plan” including “The Program
for Enhancing Competitiveness of Japan’s Agriculture”
at the end of November 2016. In addition, the Japanese
government has submitted drafts of eight bills, includ-
ing one to provide support for enhancing the competi-
tiveness of Japan’s agriculture, striving to promote agri-
cultural reform.

In line with these administrative policies by and re-
quests from the Japanese government, to steadily prac-
tice “Creative Self-Reform,” which was determined at
the National Meeting of Japanese Agricultural Co-op-
eratives held in October 2015, and produce visible fruit,
the JA Group is accelerating its initiatives to achieve an
“increase in the income of farmers,” the “expansion of
agricultural production” and the “revitalization of local

communities.”
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Flow of Funds within JA Cooperative Banking System (As of March 31, 2018)

(Trillions of Yen)

Individual
Members

«

Farmers

and other
customers

Municipal
Level (JA)
— Others
¥1.9
Cooperative
deposits
¥76.4
— Securities
and
) money held
Loans? in trust
¥20.4 ¥3.9
Deposits
¥101.3

Borrowings
¥0.6

— Others ¥0.6

Prefectural Level
(JA Shinnoren)

Loans in trust

¥0.6
|
— Others
¥5.1
Cooperative
deposits
¥43.0
Securities and
money held
in trust
¥20.1 o
Loans
¥5.5
Deposits”™
¥66.0
Borrowings
¥1.8
— Others
| ¥6.1

Loans in trust
¥0.6

Totals of “investment” and “funding” may not equal the sum of their components due to rounding.
*1 In some prefectures, JA may make direct deposits to the Bank.

*2 The loan balances of JA and JA Shinnoren do not include lending to financial institutions.

*3 Overseas accounts have been excluded from the Bank’s balances.

*4 The Bank’s deposits include not only those from JA Group but also those from JF and JForest Groups and other financial institutions.

National Level
(The Bank)®

— Loans in trust
¥0.0
Others
¥30.8
Securities and
money held
in trust
¥59.7
Loans
¥10.6
Deposits™
¥65.5
— Norinchukin
Bank
Debentures
¥1.7
Others
¥33.8
— Loans in trust
¥0.0

Investment

Funding
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e Fishery Industry
Amid deteriorating fishing grounds, declining resourc-
es, a decreasing number of existing fishermen caused
by the aging population and aging fishing production
facilities, the fishing industry continues to experience
harsh conditions. However, fishery production value is
in a recovery trend mainly due to a rise in the prices of
fish while the ratio of younger fishermen is on the rise,
demonstrating a partial improvement.

Given these circumstances, the Cabinet formulated
a new Basic Plan for Fishery in April 2017. The new
Basic Plan promotes the full utilization of abundant
fishery resources in sustainable ways and includes ini-
tiatives toward the stable supply of fishery products and
maintaining/developing fishing villages. Such initia-
tives include improving the productivity of the industry;
making fishery a growth industry by increasing income
for fishery workers; and enhancing the sophistication of
resource management as an underlying factor to achieve
such goals. The Basic Plan also includes, as priority
measures, nurturing internationally competitive fishery
operations; implementing the Fishery Industry Revital-
ization Plan, aimed at revitalizing the fishing industry
and fishing villages; and training and recruiting new
workers. Fisheries cooperative organizations continue
to collaborate more closely with the government and
relevant groups so that Japan’s fishery industry can con-

tinue to develop.

e Forestry Industry

Japan’s forests cover about 25 million hectares, or about
two-thirds of the country’s land mass. Private forests,
which account for about 70% of the forest area in Ja-
pan, are not properly cared for and have become unpro-
ductive partly due to the trend of aging population and
depopulation in rural mountain villages and a lower in-
terest in entering the forestry sector, where wood prices
have been in a long-term slump. Also, it is becoming
difficult for cedar and cypress forests throughout Japan
planted after World War II to properly perform their di-
verse range of natural functions and become resources

even though the trees are nearing the time when they
can be fully utilized.

Under these circumstances, a new Basic Plan for
Forest and Forestry was approved at a Cabinet meet-
ing held in May 2016. This new plan indicates forest
resources become ready for full utilization and height-
ened expectations for forest and timber industry contri-
butions to regional revitalization. As the forests and the
forestry industry transition period approaches, there is a
demand for the invigoration of mountain communities
through effective and efficient forestland improvement
for the multifaceted functioning of the forest, the real-
ization of sustainable forest management with final cut-
ting and appropriate reforestation and a stable supply of
domestic lumber.

With the Forest Environmental Tax (tentative name)
and the Forest Environmental Transfer Tax (tentative
name), which were decided to be established in De-
cember 2017, and in line with the proposal made by the
Regulatory Reform Promotion Council, discussion is
ongoing regarding the establishment of a “new forest
management system.” The purpose of this system is to
pursue appropriate forest management and administra-
tion through the accumulation and consolidation of
forest management into highly-motivated and capable
forestry management organizations, while leaving pub-
lic management by municipal entities for unprofitable
forests.

In light of forestry policy trends, the JForest Group is
engaged in initiatives the next five year cooperative cam-
paign (2016-2020) “JForest Movement for the Creation
of Future Forestlands, Forestry Industry and Mountain
Villages—Creating Local Communities Using Forests
for the Next Generation” aimed at realizing three ob-
jectives: (1) improved economic benefits for individual
members through efficient and stable forestry manage-
ment, (2) the invigoration of local communities through
the activation of forestry industry and related industries,
and (3) contributions to citizen lifestyles by leveraging
the high-level, multifaceted functions of forests.
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Operations of the JA Bank System

JA, JA Shinnoren and The Norinchukin Bank, which are members of JA Bank, work under a framework for inte-
grated and systematic cooperation in each business activity. We call this framework the “JA Bank System,” and
our aim is to become a financial institution that is more trusted and chosen by its members and customers.

B What is JA Bank?

e JA Bank is the Name of a Group of
Financial Institutions

The JA Bank System consists of JA, JA Shinnoren and

The Norinchukin Bank, which are together referred to as

JA Bank members. The JA Bank System functions es-

sentially as one financial institution, possessing one of the

largest networks among private financial groups in Japan.
As of April 1, 2018, JA Bank contained 648 JA, 32

JA Shinnoren and The Norinchukin Bank, for a total

of 681 entities.

JA Bank

JA Bank consists of JA, JA Shinnoren and The Norinchukin Bank,
known as JA Bank members

JA The
JA , Norinchukin
Shinnoren
Bank

*Number of JA Bank members: 681 (As of April 1, 2018)

Framework of the JA Bank System

H JA Bank System
e A Framework for Integrated and Systematic
Cooperation among JA Bank Members

To ensure that individual members and customers of JA
Bank have even stronger confidence in the cooperative
banking system and make increased use of its services,
we have established the JA Bank Basic Policy. This
policy is based on the Reorganization and Strengthening
Law (Law Concerning the Reorganization and Strength-
ening of Credit Business by the Bank and Specified
Cooperatives) and is implemented with the consent of
all JA Bank members. The framework for integrated and
systematic cooperation among JA, JA Shinnoren and
The Norinchukin Bank is based on the JA Bank Basic
Policy and is referred to as the “JA Bank System.”

The JA Bank System is founded on two basic pillars.
The first is “unified business operations,” which seeks to
improve and strengthen financial services provided by JA
Bank by taking advantage of both economies of scale and
meticulous customer care. The second is the “bankruptcy

prevention system,”’ which ensures the reliability of JA Bank.

Individual members and customers

= e

|

Expand financial services

‘ ’ Ensure sound management of ‘
JA Bank merr&ers’ business

T
Government Collaboration JA Bank Basic Policy
JA Zenchu Cooperation, collaboration, and ) ) )
JA Chuokai managpement improvement guidance JA Shinnoren The Norinchukin Bank
JA (Prefectural JA Bank (National JA Bank
i i Headquarters Headquarters
Agrlculturat! ang F'.Shery Protection of depositors “ ) & )
ooperative Savings at time of bankruptcy
Insurance Corporation
JA Bank Support Bankruptcy prevention
Association Support Promotion of Bankruptcy
Unified Business Operations Prevention System
The Cooperative Management and collection of
Servicing Co., Ltd. non-performing loans

Reorganization and Strengthening Law (Law Concerning the Reorganization and Strengthening of Credit Business by the Bank and Specified Cooperatives)

Delegation of supervisory and other authority to
The Norinchukin Bank
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e Comprehensive Strategy of JA Bank

Every three years, JA Bank formulates the JA Bank
Medium-Term Strategies as its comprehensive strate-
gies for conducting integrated business operations. Un-
der the JA Bank Medium-Term Strategies (fiscal 2016
through fiscal 2018), the Bank has set its future vision
at becoming an “entity that is needed more in regions
by contributing to food, agriculture and local communi-

ties.” As measures to fulfill this vision, JA, JA Shinno-
ren and the Norinchukin Bank will engage in unison to
(1) serve as the main bank for the agricultural industry;
(2) engage in initiatives that connect agriculture with
local communities; (3) provide financial services that
support people’s everyday lives in the local community;
and (4) work to win greater trust from customers.

JA Bank Medium-Term Strategies (Fiscal 2016 through fiscal 2018)

JA Bank’s Future Vision
An entity that is needed more in regions by contributing to
food, agriculture and local communities
We will help “increase agricultural income” and “revitalize local communities”
by providing high-quality, sophisticated financial services.
Contribution to food, agr.lculture Enhancement of JA structure
and local communities
'
1. Serving as the main bank for the agricultural
industry
* We will take support measures that make direct
contributions, such as those for expanding
agricultural production, by utilizing the “Support
Program for Increasing Agricultural Income and
Revitalizing Local Communities” (business size of ¥2
o trillion, total amount of ¥100 billion). 4. Winning greater trust from customers
2  We will engage more aggressively than ever before in (1) Improving customer services
2 agricultural finance and support farmland * We will strive to improve convenience by
5 consolidation, incorporation and farm succession. executing over-the-counter transactions more
< quickly and efficiently.
* We will deploy mobile branches for the purpose
2. Initiatives that connect agriculture with local of providing financial services in underpopulated
communities areas and enhancing the ability to respond to
o Under our “No to Ayumu Project” (Project for Making disasters.
(] Progress with Agriculture), we will expand the (2) Strictly enforcing customer protection and other
handling of financial products that translate into initiatives
increased consumption of domestic agricultural and ¢ We will work on reinforcing the framework for
| livestock products and help revitalize the utilization managing customer protection, etc. as well as
” of farmers’ markets. the compliance system.
.g ¢ We will continue and enhance Food and Farming (3) Enhancing human resources development
g Education Projects to deepen local residents’ interest » We will meet customers’ expectations and prove
€ and understanding of agriculture. worthy of their trust by improving employees’
§ knowledge and skills.
8 3. Providing financial services that support
3 people’s everyday lives in the local community
¢ We will provide financial products and services
tailored to life plans and the needs of customers.
¢ \We strive to further deepen our relationships with
each customer to improve customer satisfaction.
—/
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e |nitiatives to Strengthen Its Role as the
Main Bank for the Agricultural Industry
As the main bank for Japan’s agricultural industry, JA, JA
Shinnoren and The Norinchukin Bank work in unison to
enhance financial services for the agricultural industry.

To address the wide-ranging needs of large-scale farm-
ers and agricultural corporations in addition to the proper
provision of financial services to small- and medium-sized
farmers, especially regular members, JA Bank completed
the establishment of “Prefectural Leader Support Centers”
in every prefecture as of April 2016. In line with this mea-
sure, in the banking business, JA Bank further promoted
the enhancement of the structure and functions of its “ag-
ricultural financial centers” and aggressively engaged in
a wide spectrum of initiatives, such as increasing the fre-
quency of visitation of agricultural corporations, which are
linked to other purposes such as the CS survey, expanding
JA Bank interest subsidy operations related to feed rice,
etc., holding various kinds of seminars and strengthening
information disclosure to outside parties.

In addition, JA Bank has focused on developing hu-
man resources, such as personnel in charge of agricultural
loans. As of March 31, 2018, a total of 10,062 had been
certified as JA Bank Agriculture Financial Planners, an
agriculture financial certification established in fiscal 2011.

e |nitiatives That Connect Agriculture with

Local Communities (No to Ayumu Project)
JA Bank is expanding its handling of financial products
(“agricultural support financial products”) that translate
into increased consumption of domestic agricultural prod-
ucts in pursuit of agricultural and regional development (in
fiscal 2017, the planning and sales of agricultural support
financial products were implemented in all prefectures and
all JA). We are also promoting measures to provide finan-
cial support to help revitalize the utilization of farmers’
markets.

e Providing Financial Services That Support Peo-
ple’s Everyday Lives in the Local Community
With the aim of becoming the main bank for customers in

all aspects of their lives, JA Bank is striving to provide fi-
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nancial services to support customers’ daily lives.

We propose financial products and services including
loans, savings, receipt of salaries and pensions, credit cards
and internet banking tailored to life plans always from the
customer’s perspective. We are also working on developing
a structure to address needs for inheritance advice, asset
management and promoting other measures such as the
strengthening of the proposal-making ability of our sales

and counter staff to win greater customer trust.

e |nitiatives to Improve and Enhance Our
System Infrastructure

The JASTEM System, a unified nationwide IT system

managed by the Bank, supports greater convenience

for individual members and customers of JA Bank and

helps streamline JA business operations.

To maintain consistent operation of the JASTEM
System as JA Bank’s core infrastructure, we are work-
ing on an upgrade to the next-generation system when
the current system’s lifecycle ends in 2018. Of our two
system centers, the upgrade of one system center has
been completed and we are fully preparing for the up-
grade of the other center.

We are also continuing efforts to improve the
functions of ATMs nationwide and enhance the con-
venience and security of online banking for greater
security and convenience for individual members and

customers of JA Bank in using our services.

e |nitiatives to Ensure Sound and Stable JA Bank
Based on the JA Bank Basic Policy, JA Bank Head-
quarters receives management-related information from
all JA Bank members and reviews them to confirm that
they meet certain standards. This system makes it pos-
sible to foresee potential issues well in advance and pro-
vide early guidance prior to any early stage corrective
action by the government.

In addition, the JA Bank Support Association, a desig-
nated support corporation founded based on the Reorgani-
zation and Strengthening Law, has established the JA Bank
Support Fund with financial resources contributed by JA

Bank members nationwide. This fund can inject capital
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and provide other needed support to JA Bank members.
Through these initiatives, we are striving to establish
a banking business that enjoys even greater trust from

and is used more by individual members and customers.

B Trends of Cooperative Members and
the Cooperative Banking Business

e Trends of JA Funds

In fiscal 2017, JA deposits rose 2.9% year on year (a
2.9% increase in deposits from individuals), to a year-
end balance of ¥101,306.0 billion. This was largely due
to an increase as a result of providing financial services
meeting customers’ needs.

Although JA focused on expanding personal loans,
especially mortgage loans, total loans increased 0.4%
year on year, to a year-end balance of ¥20,456.8 billion.
Securities held by JA decreased 3.9% year on year, to a
year-end balance of ¥3,920.8 billion.

B Reorganization of JA Bank Business
To deal effectively with changes in the operating en-
vironment of the agricultural industry as well as indi-
vidual members and JA, JA Bank has rationalized and
streamlined the organization and business of its coop-

erative banking system.

Deposits and Loans

The Bank has added the JA Shinnoren in Gunma
(transfer completed in October 2014) and the JA Shin-
noren in Chiba (transfer completed in January 2015),
and has conducted the following organizational stream-
lining by shifting from a three-tier structure consisting
of JA at the municipal level, JA Shinnoren at the prefec-
tural level, and The Norinchukin Bank at the national
level to a two-tier structure of JA and The Norinchukin
Bank. This was achieved by the completed business
transfer of JA Shinnoren in twelve prefectures (Aomori,
Miyagi, Akita, Yamagata, Fukushima, Tochigi, Gunma,
Chiba, Toyama, Okayama, Nagasaki, and Kumamoto)
to the Bank.

Elsewhere, the goal of “one JA in each prefecture,”
whereby the rights and obligations of both JA Shinno-
ren and JA Keizairen (Prefectural Marketing and Sup-
plying Federations of Agricultural Cooperatives) in a
prefecture are integrated and taken over by a single JA
in the prefecture, has been achieved in three prefectures
in total (i.e., Nara, Shimane and Okinawa Prefectures)
to date.

The Bank will continue to steadily support JA’s func-
tional and system reforms and make efforts to rational-
ize and streamline the operations of the Bank itself with
the goal of creating a cooperative banking structure ca-
pable of meeting the expectations and winning the trust

of both individual members and customers.

JA JA Shinnoren
(Billions of yen) (Billions of yen)
101,306
100,000 98,424 .. 65,000 63.450 .08:069
. 95,918 R 60,956 ... At
Deposits 95,000 F 93,687 .5 a0 2.9% 60,000 59,061 ... Vi 4.1%
"2.4% ' " 3.2%
90,000 2% 55,000 ’
= = —an = T = — = =
Mar 2015 Mar 2016  Mar 2017 Mar 2018 Mar 2015 Mar 2016  Mar 2017  Mar 2018
(BiIIionZ ;)foygg) (Billions 05f yse(;]()) §, 587
) 7| 20,997 20,636 20382 20,456 “U[ 5208 5147 5264
oans | 20000k e EYEE T 9 9
20,000 (1.7)% (1.2% 0.4% 5,000 1.2)% 2.3%
15,000 4,500
T — — = = T = = — =
Mar 2015 Mar 2016  Mar 2017  Mar 2018 Mar 2015 Mar 2016  Mar 2017  Mar 2018
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Operations of JF Marine Bank

JF Marine Bank provides financial support to fishing communities and appropriate financial func-

tions for the fishery industry

B What is JF Marine Bank?
e JF Marine Bank is the Name of a Group
of Financial Institutions
JF Marine Bank is the name of a nationwide financial
group consisting of JF Marine Bank members (JF that
engage in the cooperative banking business including
deposits and loans, JF Shingyoren and The Norinchukin
Bank) and JF Zengyoren (National Federation of Fish-
ery Cooperative Associations).
As of April 1, 2018, JF Marine Bank members totaled
106, consisting of 77 JF that offer financial services and
28 JF Shingyoren and The Norinchukin Bank.

JF Marine Bank

JF Marine Bank Members

e JF that offer cooperative banking JE
services

¢ JF Shingyoren
* The Norinchukin Bank

Zengyoren

*Number of JF Marine Bank members: 106 (As of April 1, 2018)

B Direction of JF Marine Bank

e JF Marine Bank Basic Policy

JF Marine Bank formulated its Basic Policy in January
2003, based on the provisions of the Reorganization and
Strengthening Law. The objectives of the Basic Policy
are: (1) to protect depositors by ensuring that JF Marine
Bank conducts business in a sound and proper man-
ner and (2) to properly respond to the financial needs of
individual members and customers by restructuring JF

Marine Bank’s business, organization and management.

o Framework for Bankruptcy Prevention

To further increase the adequacy and soundness of
business operations, all JF Marine Bank members are
required to submit management data to JF Marine Bank
Headquarters, where such data is examined. JF Marine
Bank Headquarters can prevent organizations, such as
JF, that have problems with their operations, from fall-
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ing into bankruptcy by quickly identifying issues and
taking preventive actions, thereby creating a system that
assures depositors’ peace of mind. These activities are
taken under the guidance of The Norinchukin Bank and
JF Shingyoren.

In addition to these activities, JF, JF Shingyoren and
The Norinchukin Bank have jointly established the JF
Marine Bank Support Fund and set up a framework for
encouraging the voluntary efforts of cooperative mem-
bers toward organizational and business reforms.

JF, JF Shingyoren and The Norinchukin Bank also par-
ticipate in the Agricultural and Fishery Cooperative Sav-

ings Insurance System, a public savings insurance system.

e JF Marine Bank Safety System (Stable
and Responsible JF Cooperative Bank-
ing Business System)

JF Marine Bank provides community-based financial

functions for the fishery industry and assumes an essen-

tial role in fishing communities. To make improvements
that will ensure that JF Marine Bank has a management
system appropriate for a member of Japan’s financial
system, the “system of one fishery cooperative banking
business in each prefecture” has been carried out. Under
the system, JF and JF Shingyoren in the same prefecture
conduct in unison the cooperative banking business. As

a result, a fishery cooperative banking business had been

established in each prefecture by the end of fiscal 2009.
With the goal of making this foundation even

stronger and achieving sound and efficient business

operation, we are proceeding with examination of the
strengthening of management and the building of new
management structures such as inter-regional JF Shin-
gyoren. In regard to business development, the basis of
sound operations, we are working to enhance financial
functions for the fishery industry and ensure business
performance based on the JF Marine Bank Medium-

Term Business Promotion Policy.

As a cooperative banking institution, JF Marine

Bank believes that its purpose is to serve not only its in-
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dividual members and customers, but also communities
and society. To these aims, JF Marine Bank continues

its efforts to further strengthen the JF Marine Bank

Management Framework of JF Marine Bank

Safety System (Stable and Responsible JF Cooperative
Banking Business System) and respond to the financial

needs of the fishery industry suited to the area.

&~

Sound and efficient operations
A financial institution that
depositors can trust
-

Individual members and customers

Financial support for the livelihood of individual

&

Offering proper financial services for the
fisheries sector suited to the area

members and others in the fisheries sector
|

JF Marine Bank Basic Policy

o Safety net (Assistance from the
JF Marine Bank Support Fund)

Delegation of supervisory and other authority to The Norinchukin Bank

Reorganization and Strengthening Law

JF JF Shingyoren The Norinchukin Bank
. i JF Z
Government  Gollaboration JF Marine Bank Safety System e JFeggggrr]en
Ensuring proper operation A Support for reorganizing and
of the banking business Bankruptey prevention strengthening the organization
e Compliance e Monitoring (Early problem  Reorganization through
(Operations in accord detection through business mergers and business
Agicutural with laws and regulations) monitoring) transfer
and Fishery Protection of e Strengthening of business e Initiatives to improve business e Strengthening of Bankruptoy  JF Marine Bank
Cooperative Savings i?ﬁﬁig"gf operating systems and operations (Quick response organization through prevention Support
Insurance bankruptcy upgrading of systems measures by the Norinchukin radical business support Association
Corporation Bank and JF Shingyoren) restructuring

(Law Concerning the Reorganization and Strengthening of Credit Business by the Bank and Specified Cooperatives)

e Trends of JF Funds

The balance of deposits held with JF Bank increased 1.3%

year on year, to ¥2,663.0 billion as of March 31, 2018.
The balance of loans at JF Bank fell 0.9% year on

year, to ¥527.6 billion, due to factors such as easing of

demand for new financing amid a harsh environment

for fisheries business.

B Reorganization of JF Marine Bank
Business

JF cooperative banking business is being reorganized to
create a more sound and efficient management system.
As of April 1, 2018, the banking business operating sys-
tem consists of integrated Shingyoren to which banking
business was transferred from JF to JF Shingyoren (25
prefecture-level organizations), multiple independent JF
centering on JF Shingyoren (two prefecture-level orga-
nizations), the inter-regional Shingyoren (established on

April 1, 2017, as a result of the integration of Hyogo-ken
Shingyoren and Wakayama-ken Shingyoren) and one JF
per prefecture (five prefecture-level organizations).

Also, the number of JF engaged in banking business
(including one JF per prefecture) had been reduced to 77
as of April 1, 2018 from 875 on March 31, 2000.

At the same time, the total number of JF, including those
not engaged in banking business, decreased by four in fiscal
2017. As a result, the number of JF stood at 953 as of April 1,
2018, reflecting progress made toward consolidation.

In the future, greater emphasis will be placed on poli-
cies to strengthen and reorganize JF cooperative banking
business under the JF Marine Bank Safety System (Stable
and Responsible JF Cooperative Banking Business Sys-
tem), which serves as a framework for JF Marine Bank’s
business management.

The Norinchukin Bank supports these initiatives at JF

cooperative members.
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JForest Group Initiatives

B Current State of Cooperative Activities
JForest Group has established the JForest Movement for
the Creation of Future Forestlands, Forestry Industry
and Mountain Villages—Creating Local Communities
Using Forests for the Next Generation, a new coopera-
tive campaign policy that runs from fiscal 2016 through
fiscal 2020. JForest Group is carrying out the following
three agendas: (1) enhance an efficient business base
through the consolidate forest management and utiliza-
tion of advanced technologies, (2) build a stable supply
system of domestic lumber leveraging the cooperative
system’s economies of scale and (3) create an open or-
ganization trusted by individual members and society,
JForest Group will play a key role in regenerating Ja-
pan’s forests and the forestry industry.

B Norinchukin Bank Initiatives

In addition to providing financial support for JForest
Group’s various initiatives, the Bank provides nonfinan-
cial support and works so that JForest Group can play a
key role in Japan’s forestlands and forestry industry.

e Forest Rejuvenation Fund (FRONT80)/
Nochu Potential Forest Productivity Fund
In order to promote activities aimed at the sustain-
able demonstration of the multi-faceted roles of forests,
through the revitalization of private forests in danger of
becoming deserted, the Norinchukin 80th Anniversary
Forest Rejuvenation Fund (FRONTS80) was established
in 2005 (final offers in fiscal 2013). In the nine years
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between 2005 and 2013, we received 319 applications
from all over the country, and from among them we have
selected 52 projects and have provided subsidies totaling
¥942 million.

From fiscal 2014, in order to promote efforts for the
consolidation of facilities and provide a boost to forestry
cooperatives, taking into account changes to JForest’s
surrounding environment such as governmental policies,
we began soliciting applications for the Nochu Potential
Forest Productivity Fund that has been established as a
successor to FRONTS80. In the four years between fis-
cal 2014 through 2017, we received 172 applications, we
decided on ¥648 million in subsidies after selecting 30

from among them.

e Support for Initiatives to Consolidate
Forest Management

From fiscal 2015, the Bank has undertaken new initia-
tives toward “forestry labor safety improvement mea-
sures” aimed at improving labor safety and recruiting
leaders practice consolidated forest management. The
Bank subsidizes safety equipment purchased by JForest
and JForest Moriren (Prefectural Federations of Forestry
Cooperatives) engaged in measures to improve labor safe-
ty. During the three-year period of fiscal 2015 through
2017, ¥287 million was provided to forestry cooperatives
and prefectural federations of forestry cooperatives in all

47 prefectures throughout Japan for 1,262 projects.
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e Support to Expand Domestic Lumber Use
JForest Group is working to expand the use of domestic
lumber, and the Bank is also supporting JForest Group in
its efforts. In April 2013, a financing scheme was estab-
lished for forestry cooperatives and federations actively in-
volved in the building of distribution and sales systems for
lumber. In fiscal 2017, the loan facilities were established
for 41 projects totaling ¥7.9 billion.

In addition, as support for initiatives which contribute to
the expansion of domestic lumber use and forest conserva-
tion, the Bank has been engaging in the donation of wood
products made from local lumber, sponsorship for tree-
planting events, and subsidization of wood use education
activity expenses, and in fiscal 2017, provided subsidies
totaling ¥44 million to 44 prefecture-level organizations for
59 projects, as well as donating wood products worth ¥50
million to 23 parties in areas affected by the Great East Ja-
pan Earthquake.

In October 2016, the Bank established an endowed
research department at the University of Tokyo for the
study of lumber-using systems. Along with this, we also
established the Wood Solution Network in which related
upstream, midstream and downstream companies and or-
ganizations participate to pursue the development of forests
and the forestry and lumber industries. This network is
working in an alliance with the aforementioned endowed
research department to solve various issues to expand the
use of lumber as a platform for collaboration among indus-

trial, government, academic and financial sectors.

e Support to Strengthen Management
System

Furthermore, in collaboration with JForest Zenmoriren
(National Federation of Forest Owners’ Cooperative As-
sociations), the Bank subsidized the cost of workshops for
forestry cooperative auditors education, training sessions
for auditors and survey and research activities toward the
sophistication of the auditing operation in order to support
the strengthening of the management systems of JFor-
est. Moreover, we continue to give lectures at compliance

study groups held at prefectural-level organizations.

Safety muster (wearing safety equipment pro-
vided through subsidies)
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Development of Human Resources of Cooperative Members and

Enhancement of Their Skills

Based on the environmental changes surrounding the cooperative system, JA Bank, JF Marine Bank
and JForest Group are working to develop human resources that meet and fulfill the expectations
of individual members and customers such as nurturing “Reform Leaders” who can lead the imple-

mentation of management visions.

B Strengthened Human Resource
Training Initiatives to Achieve JA
Bank Medium-Term Strategies

JA Bank continued to hold the “JA Bank Central Acad-
emy — Managers Course” (cumulative total of 597 par-
ticipants) targeted at directors in charge of the banking
business of JA, the “Senior Executives Course” (cumu-
lative total of 339 participants) targeted at senior manag-
ers in charge of the banking business of JA, the “Semi-
nar for JA Presidents/Board Chairpersons” (cumulative
total of 124 participants) targeted at JA presidents/board
chairpersons and the “Block Symposium” (cumulative
total of 2,199 participants) targeted at branch managers
and mid-career employees of JA. Through these train-
ing courses to develop human resources who can lead
the reform of JA and JA Shinnoren, the Bank has sup-
ported the business reform of JA Bank.

Furthermore, to support JA’s initiative to reform its
business operational structure, the Bank promoted the
introduction of the “CS Improvement Program” and
the “Onsite Sales Capability Enhancement Program” to
practice business operation and sales activities from the
standpoint of customers, and the “Field & Forum-Type
Pension Promotion Program” that is being developed to
nurture human resources and reform the workplace cul-

ture.

B Human Resource Training Initiatives
at JF Marine Bank
JF Marine Bank continued with its “Store Operation
Course” mainly targeted at store managers of JF Shingy-
oren. In addition, in fiscal 2017, JF Marine Bank focused
on developing the human resources necessary to enhance
the fishery financial function by holding the first “Fishery
Industry Financial Consultants Step-Up Seminar” (group
training) and launching three kinds of training: “Training
for Improving Financial Statement Analysis Capability,”
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“Life Planning Training” and “Sales Skills Development

Training” with trainers sent from the JF Marine Bank.

B Support for Human Resources
Training for JForest Group

JForest Group has held the “Seminars for JForest™ tar-
geting the top executives of JForest and JForest Moriren
(Prefectural Federations of Forestry Cooperatives). In ad-
dition, JForest conducted “JForest Counsellor Training”
aimed at personnel holding the title of counsellor, who
support the backbone of JForest’s practical management.
The Bank supported JForest Group’s organizational re-
form initiative by helping to nurture the human resources
leading the organization.

H Personnel Exchanges between the

Bank and JA or JA Shinnoren
The Bank has enhanced personnel exchanges between
itself and JA and JA Shinnoren, and has been working
to achieve mutual understanding and sharing of know-
how within JA Bank Group.

Specifically, the Bank accepts trainees from JA to
train them so that they can play a key role in banking
business and gain wide-ranging business know-how.
The Bank also accepts staff and trainees seconded from
JA Shinnoren, and they work in various areas such as
retail planning, administration, systems, agricultural
and corporate loans, and securities investment. More-
over, the Bank sends staff as secondees to cooperative
organizations (e.g. JA and JA Shinnoren) in order to
deepen their understanding of the actual work of coop-
eratives from the point of view of employees of the cen-
tral organization for cooperatives as well as financial

institution for farmers, fishermen and foresters.
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Safety Net for the Cooperative Banking System

JA Bank and JF Marine Bank have established a safety net based on the Bankruptcy Prevention
System and the Agricultural and Fishery Cooperative Savings Insurance System to provide an
increased sense of security for their individual members and customers.

B Bankruptcy Prevention System

JA Bank and JF Marine Bank have developed their
own respective systems to prevent JA and JF from
bankruptcy.

Specific functions of these systems include: (1) moni-
toring of the business conditions of individual JA and JF
to identify problems at an early stage, (2) taking steps
at the earliest stage possible to prevent bankruptcy, and
(3) injecting necessary funds drawn from the JA Bank
Support Fund or the JF Marine Bank Support Fund*,
the funds of which are collected from JA Bank and JF
Marine Bank members nationwide, in order to maintain
the sound management of individual JA and JF.

*As of March 31, 2018, the balance of the JA Bank Support Fund was ¥170.7
billion, and that of the JA Marine Bank Support Fund was ¥22.6 billion.

Monitoring
of Financial
Condition

(on a regular basis)

Maintaining the soundness
management of individual
JA and JF

Management
Improvement
Guidance

Thorough back up system against bankruptcy

JA Bank Support Fund
JF Marine Bank Support Fund

(capital injection and other support)

Monitoring and management guidance
system by the government,
JA Zenchu, JA Chuokai, JF Zengyoren,
the Bank and others

B Agricultural and Fishery Coopera-
tive Savings Insurance System

When a member organization of the cooperative bank-
ing system, such as JA or JF, becomes unable to reim-
burse deposited funds to its individual members and
customers, this system provides policy coverage for
depositors and ensures settlement of funds, thereby
contributing to the stability of the cooperative banking
system. The system is the same as the Deposit Insur-
ance System, for which banks, shinkin banks, credit as-
sociations and labor banks are members.

The Agricultural and Fishery Cooperative Savings
Insurance System has been established under the Ag-
ricultural and Fishery Cooperative Savings Insurance
Law. It is managed by the Agricultural and Fishery
Cooperative Savings Insurance Corporation, which has
been established jointly by the Japanese government,
the Bank of Japan, The Norinchukin Bank, JA Shinno-
ren, JF Shingyoren and other entities.

When funds are deposited in agricultural or fishery
cooperatives covered by the system, the deposits are au-
tomatically guaranteed by this system.

Even though the blanket deposit insurance system was
fully discontinued on April 1, 2005, payment and settle-
ment deposits (deposits that satisfy the following three
conditions: (1) bearing no interest, (2) being redeemable
on demand, and (3) providing normally required pay-
ment and settlement services) are still fully protected by
the system. However, all other types of deposits are only
covered up to ¥10.0 million in principal (per depositor at
each cooperative organization), plus interest accrued.

As of March 31, 2018, the balance of the reserve
fund of the Agricultural and Fishery Cooperative Sav-

ings Insurance System was ¥414.3 billion.
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Safety Net for the Cooperative Banking System

Bankruptcy Prevention
JA Bank System

Safety Net JA Bank’s own system for

bankruptcy prevention
Agricultural and Fishery

Cooperative Savings
Insurance System

Public system for protection

Bankruptcy Prevention of depositors

JF Marine Bank System

Safety Net JF Marine Bank’s own system
for bankruptcy prevention

Financial Institutions and Savings Covered by the Savings Insurance System, and the Scope of Protection

Covered Agricultural and Fishery Cooperatives

JA (limited to those engaged in banking business), JA Shinnoren, JF (limited to those engaged in banking business),
JF Shingyoren, Marine Product Processing Cooperative (limited to those engaged in banking business), Federations
of Marine Product Cooperatives (limited to those engaged in banking business), The Norinchukin Bank

Covered Savings, etc.

Savings, fixed term savings, Norinchukin Bank debentures (limited to custody products), as well as installment sav-
ings and property accumulation savings products using such savings, savings related to the investment of defined-
contribution pension reserves, etc.

Scope of Protection

Types of savings, etc. Scope of protection

Savings which meet the three
requirements, such as bear- Full amount (permanent measure)
ing no interest *1

Payment and
settlement deposits

Savings, etc. covered
by the insurance

Total of principal up to ¥10.0 million and
Savings other than those for interest thereon *3 [The portion in excess
Ordinary savings, etc. payment and settlement pur- of ¥10.0 million will be paid according to
poses *2 the financial status of the failed cooperative
(may be subject to deductions)]

Foreign currency savings,
negotiable certificate of
Savings, etc. not covered by the insurance deposits, Norinchukin Bank
debentures (excluding cus-
tody products), etc.

Not protected

[Payable according to the financial status
of the failed cooperative (may be subject to
deductions)]

*1 Savings satisfying the three requirements of “bearing no interest, being redeemable on demand, providing payment and settlement services.”
*2 Savings earmarked for taxes, installment savings and property accumulation savings products using insured savings will be protected.
*3 Distribution of earnings on fixed term savings will be protected in the same way as interest.

38 ANNUAL REPORT 2018 The Norinchukin Bank



Capital Position

CAPITAL AND RISK MANAGEMENT

A Strong Capital Base Founded on the Strength of the Cooperative Membership

H Capital Resources

The Bank considers it a major management priority to
secure a sufficiently high level of capital resources in
order to maintain and strengthen its financial position.
It does so to ensure stable returns to its members and to
play its role as the central bank for Japan’s agricultural,
fisheries and forestry cooperatives, to contribute to
those industries and the development of the cooperative
banking business, and to align itself with the diverse
needs of its customers. The Bank has had the strong
membership of the cooperative system as its base, and
it has ensured a sufficient capital ratio subject to inter-
national standards. Furthermore, the Bank refinanced
subordinated loans (about ¥1,400.0 billion) in line with
Basel III in fiscal 2013, with the full understanding and
support of its members, and has continued to improve
the quality of its capital.

As a result, the Bank’s common equity Tier 1 capital
ratios for fiscal 2017 on a consolidated and a non-con-
solidated basis, were both maintained at slightly more
than 19%, and the total capital ratios for fiscal 2017, on
a consolidated and a non-consolidated basis, were both

maintained at a level exceeding 23% (Basel III stan-

Capital Ratio (Consolidated Basis)
(%)

30 —
25— M - . 77 2350
20 - 18,99 |1934 19.02
17.56 1
o2 17.24 18.94 19.31 19.02
17.43
15 — 17.17
10 —
5 —
2014/3  2015/3 2016/3 2017/3  2018/3
[ Total Capital Ratio [ Tier 1 Capital Ratio
1 Common Equity Tier 1 Capital Ratio

dard).

In the years ahead, the focus of the Bank’s manage-
ment agenda will be to fully perform its role as the
central bank for the cooperatives, while maintaining its
high-quality capital at a sufficiently high level, and to

ensure continuing stable returns to its members.

H Strong Capital Base

The Bank is rated by the two leading credit rating agencies
in the United States—S&P and Moody’s Investors Ser-
vice—and has received top-tier ratings among Japanese
financial institutions. One of the main reasons support-
ing these ratings is the strong capital base afforded by the
membership of the cooperative system.

While major commercial banks in Japan received injec-
tions of public funds in the past to restore financial sound-
ness and to facilitate their ability to extend credit, the
Bank, based on its capital adequacy, has not applied for

such an injection.
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CAPITAL AND RISK MANAGEMENT

Risk Management

Basic Policies for Risk Management

l Basic Approach

Essential components of financial institution manage-
ment are generation of stable profits and maintenance
of an optimal portfolio. Management must address vari-
ous types of risks arising from changes in the overall
business environment, especially volatility in economic
conditions and financial markets. Financial institutions
must also maintain a high level of public confidence by
providing reliable services and maintaining financial
soundness.

To implement appropriate company-wide risk man-
agement, the Bank has formulated the Basic Policies
for Risk Management. The policies identify the types
of risks to be managed and the basic framework for
risk management, including organizational structure
and methodology. Based on the Basic Policies, the
Bank is working on the management task of ceaselessly
upgrading its risk management framework with the
managerial goals to fully demonstrate its competitive
edge and presence and fulfill its role adequately as a

financial institution involved in the agricultural, fishery

Risk Management System

and forestry industries as well as food production and
consumption, further reinforce the business base of its
cooperative banking business and realize stable returns
to its members through the further evolution of its exist-
ing globally diversified investments.

B Risk Management Framework

The Bank’s risk management framework under its
internal control aims to achieve soundness and profit-
ability by maintaining a good balance between risks
and capital as well as adequate liquidity which supports
business operations toward a management goal of real-
izing its profit objective and ensure the overall stability
and sturdiness of operations.

To ensure the effectiveness of the risk management
framework, the Bank manages individual risks after as-
sessing the materiality of risks and identifying risks to
be managed. The Bank also implements integrated risk
management by measuring the overall amount of risk
using quantitative methods and comparing it with the

Bank’s capital resources.

Board of Directors
Establishment of management objectives (Medium-term management plans, management plans, risk appetite and budget plans)

Management Committees
(Discussion and decision on strategies, policies, and rules)

Risk Management Committee

Portfolio Management Committee ‘

Food and Agri Finance Committee ‘

Credit Committee

Operational Risk Management Committee
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B Formulation of Risk Appetite

In implementing the Bank’s strategies, such as budget
and management plan for attaining its business objec-
tives, Risk Appetite reflects specific views on risk-
taking, and defines what types of risk and magnitude of
risk the Bank is willing to accept. Under Risk Appetite,
the level of risk to be managed is also determined by
various related indicators from both qualitative and
quantitative perspectives.

The Bank’s Risk Appetite establishes qualitative and
quantitative indicators from the perspectives of capital
and liquidity management as well as operational risks.
In addition, from fiscal 2018, qualitative indicators re-

lating to conduct risks have been established.

H Risk Management in Group Companies
Based on the Basic Policies for Risk Management of the
Bank, each of the Bank’s group companies has formu-
lated its own risk management structure including ef-
fective risk management policies and a framework after
discussion with the Bank and taking into consideration
each company’s business activities and risk profiles and
characteristics.

H Compliance with Basel Regulations

Basel regulations are international agreements relating
to various regulations that aim to maintain the sound-
ness of banks operating internationally. Currently, Ba-
sel III, which was discussed and agreed upon, learning
from the global financial crisis that occurred in 2008,
is being adopted incrementally. Moreover, in December
2015, the Bank was selected by the Japanese authorities
as a Domestic Systemically Important Bank (D-SIB),
thereby an additional capital buffer has applied to the
Bank incrementally since fiscal 2016. The Bank is tak-
ing appropriate steps mainly for the sophistication of its
integrated risk management including the application of
the Basel III targets to its internal control, particularly
to address the capital adequacy ratio based on the Basel
IIT regulations, and starting to adopt the Interest Rate
Risk in the Banking Book (IRRBB) regulation. Keep-

ing a close eye on increasingly tightening regulations,

CAPITAL AND RISK MANAGEMENT

the Bank will continue to respond to new regulatory

requirements in an appropriate manner.

Compliance with the Basel Banking Regulations

Topics Compliance with the Basel Regulations
2007

¢ U.S. subprime mortgage crisis

2008

¢ Collapse of Lehman Brothers

2010

e European Sovereign Debt Crisis
¢ Announcement of Basel lll

2013

e Start of application of capital
adequacy ratio requirements
(Adopting the ratio incrementally
through 2019)

2015
e Start of application of Liquidity
Coverage Ratio (LCR)
¢ Selected as a D-SIB (Domestic
Systemically Important Bank) by the
Japanese authorities

2017
e Finalization of Basel lll
o Start of application of Advanced
Internal Ratings-Based Approach

(A-IRB)
2018
o Start of application of Interest Rate
Risk in the Banking Book (IRRBB)
regulation
2019

o Start of application of Leverage Ratio
o Start of application of Net Stable
Funding Ratio (NSFR)
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Capital Management Framework

M Internal Capital Adequacy Assess-
ment Process (ICAAP)
To manage profit, capital and risk in a consistent and ef-
ficient manner, the Bank conducts the Internal Capital
Adequacy Assessment Process (ICAAP) and compre-
hensively manages its capital resources.
The ICAAP is a process for demonstrating the ap-
propriate management of risks the Bank faces so that it
can achieve its business objectives, and a sufficient level

Business
Objectives

ICAAP Concept

Business Strategies

Management
Plan Budget
Risk Appetite

Regulatory Economic
Capital Capital
Management Management

Portfolio Management Strategy

Integrated Risk Management Methodology

B Economic Capital Management
Based on the Basic Policies for Risk Management, the
Bank stipulates a core integrated risk management
framework that manages risk quantitatively and com-
prehensively in comparison with capital, which repre-
sents its financial strength. The core function in this
framework is economic capital management.

Under economic capital management, risks to be
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of internal capital to cover these risks. The purpose of
the ICAAP is not only to understand capital in relation
to risk, but to recognize capital adequacy as a “triangu-
lar” relationship among profit, capital and risk needed
to attain business objectives and strategies. Its aim is
to simultaneously achieve high level of soundness and
profitability through a proper balance among these

three factors.

B Framework for Maintaining Capital

Adequacy
The Bank establishes a budget and management plan
consistent with Risk Appetite and manages finances
and operations by maintaining a balance between risk
and capital. Capital management checkpoints are es-
tablished in order to ensure that capital adequacy is
maintained above a certain level determined by Risk
Appetite, even in uncertain economic and financial en-
vironments.

The checkpoints provide a framework to ensure that
capital adequacy is maintained above a predetermined
level. This is done by monitoring key volatility factors
and by discussing countermeasures at an early stage.
Specifically, appropriate levels of capital are maintained
by 