A Guide to Labour Banks

National Association of Labour Banks



The Principles of Labour Banks

“Labour Banks are financial cooperatives that cultivate the
dreams and ideals of our workers.”

“Labour Banks consider their objectives to be twofold: promote
economic, welfare, environmental and cultural activities by their
members; and create, by working together, a society in which
all people can live in happiness.”

“Labour Banks are formed from worker-based organizations
and organizations that keep their doors open to a wide range of
citizens. This network of member organizations is the essence
of the Labour Banks.”

“Members participate in the administration of Labour Banks
as equals, seeking to improve the activities and projects of the
banks. Sincerity, fairness, and openness are key Labour Bank

principles. By their commitment to sound management, Labour
Banks will endeavor to keep faith with their members.”
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Labour Banks’ Establishme

Labour Banks’ Establishment

1. Labour Banks’ Foundation

Japan’s labor banks had their origins in the banks established in Hyogo and Okayama
Prefectures in 1950. The environment surrounding workers at the time had a great impact with
regard to the labor banks’ establishment. However, the purposes for establishing the two banks
differed.

Following the country’s defeat in World War I, Japan was in a rush to rebuild its economy at
the time, and funds that financial institutions collected from the nation’s citizens were all invested
in the nation and corporations, with none lent to workers. As such, workers had no recourse
but to borrow from loan sharks and pawnshops at high interest rates and had a hard time with
interest burdens and harsh collection methods.

Moreover, labor unions needed funds while engaged in job actions (strikes) for improved
working conditions. Therefore, there was a need for a financial institution that would finance living
allowances while disputes were in progress and wages were not being paid. When the new labor
union movement arose in Japan, labor unions perceived a need for financial institutions owned
by workers themselves, and active efforts to establish one led to the creation of the Hyogo
Labour Bank (currently known as the Kinki Labour Bank).

On the other hand, during these postwar times, when food was scarce, numerous consumer-
livelihood cooperatives were launched with the goal of obtaining inexpensive and good quality
consumer goods, but financial institutions would not readily offer these consumer unions
financing at the time.

This situation led to a growing movement among workers to establish self-run financial
institutions to provide funding for consumer cooperative enterprises, hastening the establishment
of Labour Banks. The need for consumer-livelihood cooperatives to be closely associated with
a financial institution resulted in the establishment of the Okayama Labour Bank (the current
Chugoku Labour Bank).

Labour Banks were rapidly founded across the country following the establishment of Labour
Banks in Hyogo and Okayama Prefectures, with the total coming to 47 in regions throughout
Japan with the establishment of the Okinawa-ken Labour Bank in 1966 (which was delayed due
to the U.S. forces’ occupation).

2. Enactment of the Labour Bank Law

Japanese financial institutions are all established in accordance with the law, receiving
business licenses from the national government as well as supervision and guidance.

Because there was no law pertaining to labor banks at the time Labour Banks were established
in Hyogo and Okayama Prefectures in 1950, they were set up in accordance with the Small and
Medium-Sized Enterprise Cooperatives Act.

However, this law was meant to cover financing for small and medium-sized businesses, and
this led to difficulties in operating Labour Banks because the law’s objectives were unsuited to
Labour Banks, whose membership consisted of labor organizations (labor unions, consumer-
livelihood cooperatives, etc.) and whose management was conducted by representatives of
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Labour Banks’ Establishme

such organizations.

This led to an increasing awareness of the need for a special law appropriate for Labour
Banks. In 1951, the National Association of Labour Banks was founded and led the campaign
for the establishment of the Labour Bank Law.

A draft of the Labour Bank Law was submitted to the Diet, but along with many difficulties,
such as the dissolution of the Diet and no confidence votes, it was repeatedly rejected and
resubmitted, finally coming into being in August 1953.

In this way, the Labour Bank Law was not something conferred by the national government but
rather something that workers achieved through united, collective efforts. Labour Banks have
been operated under this law up to the present day.
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Milestones in Labour Banks’ History

Labour Banks are Japan’s only specialized financial institutions for workers, meeting the financial
needs of workers and their organizations in keeping with the purpose of the banks’ establishment.

At the time they were founded, Labour Banks primarily provided financial support to workers
who were suffering due to high interest rates, supplied funding for living allowances when wages
were delayed or unpaid, and furnished financial backing for mutual aid and welfare efforts by labor
unions and consumer-livelihood cooperatives. However, the financial needs of workers diversified
in tandem with economic growth, and increasing weight was given to financing home acquisitions
and purchases of electrical appliances and other consumer durables as well as funding education,
car purchases, overseas travel, etc.

Typhoons, earthquakes, and other natural disasters hit Japan frequently, and Labour Banks are
appreciated for the low-interest emergency financing they extend to workers and their families
when such disasters strike.

Labour Banks are not engaged solely in their own financial operations; they play a large role
in cultivating and bolstering worker welfare programs in Japan, including the workers’ mutual-
aid movement, consumer housing cooperatives movement, and construction of welfare halls for
working people. Also, Labour Banks are engaged in various efforts to open their doors to nonunion
workers, retired workers, housewives, etc.

Labour Banks have approximately 10 million constituents, but Japan has a labor force of over
55 million.

Striving to enable as many workers as possible to gain access to their services, Labour Banks
are simultaneously moving to strengthen ties with Zenrosai (National Federation of Workers and
Consumers Insurance Cooperatives), consumer-livelihood cooperatives, and other cooperatives
to meet workers’ diversifying needs.

Milestones in Labour Banks’ History

1950 |First Labour Banks appear in Okayama and Hyogo.

1951 National Association of Labour Banks founded
Financing to the labor union of Sanyo Electric Railway Co., Ltd. to pay wages

Financing for living allowances during strikes by the Japan Federation of Coal Workers Unions and All Japan
Electric Workers Union

Labour Bank Law enacted
Financing with government funds in connection with floods in western Japan and year-end wages

1954 |Financing for living allowances during a labor action by workers of the Muroran plant of Japan Steel Works, Ltd.

1955 Rokinren Bank established
Labour Banks founded throughout Japan, except in Okinawa

Emergency funds for Ise Bay typhoon damage
Campaign for deposits to aid the Japan Postal Workers’ Union and Japan Federation of Coal Workers Unions

1964 | Special financing in connection with Niigata earthquake damage

1966 | Okinawa-ken Labour Bank established, becomes the 47" Labour Bank
1972 | “Rainbow” Savings services commence.

1978 | Labour Banks begin offering Educational Loans.

1982 Zaikei Annuity services commence.

Transfer operations of national treasury funds commence.

Unified national anti-loan shark campaign implemented

Labour Banks’ Central Operations Center completed

Affiliation with the Japanese Bankers Association Data Telecommunications System
1984 | Online exchange system for all Labour Banks commences operations.
Account services handling government bond interest begin.

1952

1953

1959

1983
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1985

National cash dispenser network completed, and national online cash services commence.
Standardized educational loan, money market certificate, and variable interest rate time deposit services begin.

1987

Approval for money exchange services

1988

Maruyu Time Deposits abolished, and new Maruyu Time Deposits system put in place
Zaikei Housing services begin.
Over-the-counter government bond sale services begin.

1989

Super MMC services start.
Labour Bank Comprehensive Operations Center established

1990

Unity System, a new online system, goes into operation.
MICS, nationwide ATM services, commence.

1991

MICS Sunday banking starts.
“Super” Time Deposit services begin.

1992

“Zaikei” Deposit and “Super” Time Deposit services begin.
Range of loans to parties not affiliated with the Rokinren Bank expanded

1993

“Zaikei” Savings account tax exemption ceiling raised
Maximum tax exemptions on interest rate income for senior citizens, etc., increased
Complete liberalization of time deposit interest rates

1994

21% Century Committee inaugurated

Direct OTC treasury bond sales commence.

Labour Bank New Standard Variable Rate Home Loans start.
Liquid deposit rates liberalized

1995

Partial Saturday ATM deposit services begin.
Special financing in connection with the Great Hanshin-Awaji Earthquake
Yell 30 earthquake orphan fund time deposits offered

1996

Labour Banks’ Reforms and Visions for the 21* Century formulated
Total deposit balance of Labour Banks nationwide reaches ¥10 trillion.

1997

New Comprehensive Operations Center starts up.
New principles of Labour Banks adopted
Guidelines for social contribution efforts outlined

1998

Kinki Labour Bank launched
Workers' Livelihood Support Financing Program starts.

1999

Online cash dispenser and ATM links with the postal savings system (current Japan Post Bank) commence.

2000

Inauguration of Tokai Labour Bank

Debit card services begin.

Issuance of Labour Banks-Japan Post Bank Joint Card begins.

Labour Banks-Japan Post Bank Mutual Fund Remittance Services begin.

Services that enable the receipt of Japan Student Services Organization scholarship funds and refunds by bank
transfer begin.

2001

Chuo, Shikoku, Hokuriku, and Kyushu Labour Banks launched
Internet banking services begin.

2002

Defined contribution plan services begin.
Inauguration of the Consumer Relations Office

2003

Tohoku and Chugoku Labour Banks start up.
Next-generation online system goes into service.

2004

Services related to multipayment network operations begin.
Zatts, phone fund transfer services for “Zaikei” Deposit and “Ace” Deposits accounts, begins.
ATM links with IY Bank (now Seven Bank) begin.

2005

Rokin Forest School starts.

2006

Backup Center starts operations.

Rokin Child Care Support Loan services start.

IC cash card services begin.

Labour Banks Web-based Notification Services begin.

2007

Niigata-ken and Shizuoka-ken Labour Banks shift to a nationwide integrated online system, marking the
completion of a nationwide online system integration.

2008

ATM links with Aeon Bank commence.
Employment Security Fund Loans begin.

2009

Nikkin Prize received for strategies related to multiple debts
Zenrosai agency services begin.
Merger preparations committee established

2010

Pay-easy account debit service becomes available.
Membership in Japan Joint Committee of Co-operatives (JJC) and International Co-operative Alliance (ICA).
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Overview of Labour Banks

1. Goals

The goals of Labour Banks are to attempt to provide more accessible financing for the welfare and
mutual aid efforts of labor unions and consumer-livelihood cooperatives, promote sound growth, and,
at the same time, contribute to improving the financial status of workers. (Article 1, Labour Bank Law)

2. Operating Rules

Article 5 of the Labour Bank Law stipulates, with regard to the management of Labour Banks, that
Labour Banks (1) are not permitted to engage in enterprises for profit-making purposes, (2) must not
engage in enterprises that are solely for the purpose of benefiting designated members, and (3) must
remain politically neutral.

3. Labour Banks’ Branches and Employees
Each Labour Bank formerly had a single pre-

fecture as its territory, but organizational mergers

have proceeded since the Kinki Labour Bank was

established in October 1998. There are currently

13 Labour Banks nationwide.
Further, as Labour Banks’ central agencies, the Nigataken /

Rokinren Bank (an upper organization) and the Naga"”*’"x\

Hokuriku
National Association of Labour Banks (an industry

association) were established. ¢ Chugoku [

The 13 Labour Banks across Japan have ¢% Shikoku Toka ‘
branches in the largest of the country’s approxi- ﬁu Shizuoaien
mately 1,700 municipalities, numbering 653 as of o/

! Kyushu
- y!

P

Okinawa-ken
N

March 2011. They also have about 2,000 ATMs

as well as ties with other financial institutions that .

enable access to Labour Banks’ cash services

throughout Japan. Recent links with Seven and Aeon Banks, established by leading retailers, have

increased convenience by making it possible to use ATMs in convenience stores and supermarkets.
Labour Banks have 11,303 full-time officers and employees as of March 2011, or around 17 per

branch.

Rokinren Bank National Association of Labour Banks

13 Labour Banks Labour Bank Labour Bank Labour Bank

General Assembly

Board of Directors

Head Office (Full-time Officers)

Promotional Organization
Organized by Members

Members

Workers and Their Families
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4. Members and Executive Officers

Labour Bank membership is limited to labor unions, consumer-livelihood cooperatives, and

organizations or associations operated by workers (mutual aid groups) in a Labour Bank’s re-
gion and are investors in Labour Banks. Membership came to 57,886 organizations at the end of
March 2011. These members are conferred the right to use Labour Banks’ functions as well as
participate in bank management.

Individual workers who make up member organizations are not directly members. They are
called constituents and can take advantage of Labour Bank programs.

Labour Bank executive officers consist of directors and auditors. These officers are mainly
chosen from among member organizations’ representatives, but one-third of the predetermined
number can consist of other appointees (mainly Labour Bank employees).

Labour Bank

Investments
Consumer-Livelihood
Cooperatives (CLC)

Investments

Labor Unions (Members)

Union Members Union Members CLC Members CLC Members (Constituents)

5. Promotional Organization Organized by Members

A promotional organization voluntarily organized by members compensates for the small
number of branches and employees at Labour Banks and greatly contributes to the stable
execution of operations.

As part of its independent welfare and mutual aid efforts, a promotional organization undertakes
publicity campaigns through the bank bulletin, campaigns to solicit new deposits, and makes
other efforts to encourage the use of Labour Banks in addition to providing assistance in
collecting loan payments.

6. Member Rebates

Members are paid dividends on their investments and utilization volume from the surpluses
generated each fiscal year.

7. Audit Agencies
Labour Banks have been supervised by the Financial Services Agency and Ministry of Health,
Labour and Welfare since 2001.
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Basic
Stance

Labour Bank Activities

We are unique in Japan—a bank that provides working
people livelihood support.

Labour Banks are financial institutions based on partnerships among working people, born from

working people’s warm bonds. Placing an emphasis on heartfelt communication, we offer the

best proposals in an effort to be as accessible as we can.

1. Our Objectives Differ

Labour Banks are financial
cooperatives created by
workers.

Labour Banks are financial institutions
organized as cooperatives created by
partnerships of members from labor
unions and consumer-livelihood co-
operatives who pool funds to mutually
assist each other. Of the numerous
financial institutions in Japan, Labour
Banks are the only ones that can say
they are purely for working people’s
welfare. We are striving to create a
society in which working people can
live in security and comfort.

2. We Are Differently
Managed

Labour Banks are not managed
for profit-making purposes.

Labour Banks are managed impartially,
democratically, and not for profit-making
purposes, in accordance with the Labour
Bank Law. The circle of people who share
an interest in Labour Banks’ unique form
of management extends throughout Ja-
pan, and there are now approximately
10 million constituents nationwide. Along
with members of labor unions and con-
sumer-livelihood cooperatives, Labour
Banks are used extensively by many
other working people.

3. Our Fund Manage-
ment Differs

At Labour Banks, we put our-
selves in the consumer’s shoes.

Labour Banks' operations differ very
little from those of ordinary financial
institutions: taking deposits, offering
loans, and providing various services.
However, we differ greatly in terms of
fund management. Funds deposited
by working people are used to sup-
port fellow workers and their families
as valuable joint assets. They are
used to finance homes, cars, educa-
tion, and child care and serve to make
the lives of working people even richer.

Sound, transparent management is not something spe-
R EWER cial but only natural.

There is a strong insistence that financial institutions be safe and trustworthy in the midst of a

financial crisis that has become a major social problem. Labour Banks adhere to the following

three guidelines to continue maintaining soundness and transparency.

1. Deposits and Loans

Except for certificates of deposit (CD),
about 86% of deposits at Labour Banks
come from individuals, and loans to
individuals account for around 97%.
From the time that Labour Banks were
founded, they have given back to the
working people who save with them by
offering favorable interest rates on de-
posits and low-interest loans to better
working people’s lives. Following the
end of the guarantee of full bank sav-
ings deposits in April 2005, only ¥10
million in principal deposits and the
interest on them per depositor have
been protected, but depositors have
shown great trust in Labour Banks
from the past, as can be seen in the
continuing growth in deposits.

2. Equity Ratio

The equity ratio is the proportion
of equity to assets held. If the
equity ratio falls below a certain
point, a bank is targeted for imme-
diate corrective measures, includ-
ing orders to halt operations. The
criterion is seen to be 8% or under
for financial institutions engaged
in international operations and
4% or under for those that only
have domestic operations. Labour
Banks only operate in the domes-
tic market, but nationwide Labour
Banks achieve 11.21%, which is
nearly three times the criterion (as
of the end of March 2011, accord-
ing to National Association of La-
bour Banks research).

3. Nonperforming Loan

Ratio

The nonperforming loan ratio re-
fers to the volume of bad loans
compared to total lending. A finan-
cial institution can be described
as safe and have fewer risks if this
number is low. The average for
all financial institutions is 2.99%,
but the ratio for Labour Banks na-
tionwide is 0.98%, which falls far
below that. This reveals our sound
financial condition compared to
that of other financial institutions.
This is because approximately
97% of our loans go to individu-
als, and more than 80% of those
are used to finance ordinary home
loans.
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Social Role

We are always thinking about the social role financial

institutions serve.

1. We Support Union Activities

The welfare and mutual aid activities of labor
unions have grown in importance in recent years.
We back up labor unions’ independent welfare ac-
tivities by offering low-interest financing and advan-
tageous programs.

3. We Assist Welfare Programs

While providing individuals low-interest financing
on the one hand, we are financial institutions that
provide working people total lifestyle support. In
this connection, we demonstrate our role as a core
bank for welfare program organizations, supplying
operating funds to consumer-livelihood coopera-
tives and NPOs.

5. We Offer Welfare-Related Financing

The various activities we have undertaken include
campaigns to democratize finance at the time of the
oil shocks and to aid loan shark victims. At the time
of the Great Hanshin-Awaji Earthquake, which killed
or injured more than 50,000 people, we promptly
responded with special measures for previous bor-
rowers and special loan programs for disaster vic-
tims.

7. We Protect Customers Against
Multiple Debt Liabilities

The situation with multiple debt liability problems
is still serious. We endeavor to provide advice and
information about preventive steps and the correct
ways to use cash cards. We work together with law-
yers, judicial scriveners, and other experts on efforts
to aid people who have become caught up in debt
obligations to multiple lenders.

9. We Set Up Special Loan Pro-
grams That Correspond to Work-
ers’ Emergency Situations

We have established the Workers' Livelihood
Support Financing Program for people whose in-
comes have declined or who have unavoidably had
to quit because their employers’ businesses were
performing poorly. We provide livelihood support by
easing repayment terms for Labour Bank loans and
refinancing for other financial institutions’ loans.

2. We Offer Low-Interest Loan Products

We have a unique character in that profit is not
our objective. This enables us to provide low-inter-
est loan products for homes, cars, education, child
care, etc. Of these, our car loans with low interest
rates serve a role as a price leader among other fi-
nancial institutions.

4. We Are Broadening Our Uses

Support in the form of mutual aid societies en-
ables workers in workplaces that have no labor
unions to use Labour Banks, as do retirees’ asso-
ciations. Additionally, we offer business loans for
employee welfare programs.

6. We Are Promoting Improve-
ments in Zaikei (Asset Forma-
tion) Savings Programs

As part of efforts to drastically overhaul asset for-
mation savings programs, we have requested that
the tax-free ceiling be raised. The campaign to im-
prove asset formation programs is part of Labour
Banks’ role in society, and we are making efforts to
create the best asset formation programs by work-
ing jointly with labor welfare organizations.

8. We Back Up Unemployed Work-
ers while They Seek Work

Working jointly with the Ministry of Health, Labour
and Welfare, we established the Employment Secu-
rity Fund Loan program in December 2008 to assist
people who left work due to the businesses’ circum-
stances and lost their homes as a result.

Further, we began offering Training and Life Sup-
port Fund Loan programs in August 2009 to provide
financing for people undergoing vocational training.

10.Rokinren Bank Social Responsi-
bility Investment Principles

Based on the principles of Labour Banks, we fully
reflect upon our investment and financing programs’
social repercussions, emphasizing corporate so-
cial responsibility (CSR) in the way we manage our
banks. In addition to providing financial analysis re-
lated to financing services linked to achievement of
a sustainable society, we take the environment, soci-
ety, and corporate governance into account.
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Contributing to Society

Blending finance and social welfare in various areas, we
develop new ways to contribute to society.

1. Welfare Support and Ties with Retirees’ Associations in Keeping with
an Aging Society

Bearing in mind that society will age from now on, we are developing loans related to nursing care and
promoting aid to welfare facilities. Further, we have ties with retirees’ associations and provide various
support.

@ Support for senior citizens’ “gateball” (croquet) tournaments and other activities

@ Installation of wheelchair-friendly ATMs

@ Donations of portable-bath vans, wheelchairs, and other items to senior citizens’ welfare facilities
@ More than 600 retirees’ associations nationwide

2. Widening the Circle of Friendship through Local Community Interaction

We promote communication with local communities by participating in and supporting community club
activities and events along with supporting community cultural activities and young people’s educational
and sports activities.

@ Support for schoolchildren’s baseball and junior soccer tournaments and other young people’s devel-
opmental activities

@ Scholarship grants and support for cultural programs via workers’ welfare funds

@ Support for the Welfare Service Center for Small and Medium-Enterprise Workers

3. Carrying Out Efforts to Maintain a Comfortable Living Environment by
Protecting the Natural Environment

Placing importance on the intention to protect the natural environment, we carry out efforts meant to
expand the circle of environmental protection. Further, we are engaged in various environmental preserva-
tion efforts.

@ Aid for community environmental protection campaigns through environmental protection savings ac-
counts and other measures

@ Tree seedling donations to local public facilities

@ Establishment of the Rokin Forest School, the objectives of which are training personnel to grapple
with environmental issues and restoring forests’ well-being

4. Developing Original Products That Demonstrate Welfare Financing’s
Uniqueness

Working together with local government bodies, we develop and offer low-interest financial products to
meet the lifestyle needs of disaster victims and people with disabilities.
® Joint financing programs with local government bodies
@ Low-interest loan programs for disaster victims and welfare loans offered to people with disabilities
@ Programs to subsidize home and educational loan interest payments, child care support loans, etc.
@ Enterprise financing and aid for NPOs

5. Providing Information Useful in Daily Living and Conducting Educa-
tional Seminars

We are striving to serve as a family finance manager, offering advice about managing funds profitably
and planning for a secure lifestyle. In addition, we carry out educational and counseling efforts meant to
prevent the cash card-related bankruptcies that have increased rapidly in the past several years.

@ Implementation of various kinds of guidance seminars on finance, taxes, pensions, and other topics
® Efforts to prevent multiple debts and provide counseling about them
@ Implementation of consumer finance education in high schools and universities
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Status of Investments, Deposits, and Loans

(as of March 2011)

1. Status of Labour Bank Deposits

Labour Banks’ deposit balance as of the end of March 2011 was ¥17.232 trillion, an increase
of 4.0% compared to that at the end of the previous fiscal year. Our total funds placed us 11th
among Japanese private sector financial institutions.

Labour Bank deposits can be described as having the following characteristics.

First, individual deposits other than certificates of deposit (CD) accounted for 85.9% as of the
end of March 2011, and we have gathered funds from working people. Second, 74.4% were
time deposits (other than CDs) as of the end of March 2011, which is higher than those in other
financial institutions. Among time deposits, asset formation saving deposits made up 22.4% of
our deposit balance as of the end of March 2011.

2. Status of Labour Bank Loans

Labour Banks had a loan balance of ¥11.3725 trillion as of the end of March 2011, a 1.3%
increase compared to the figure for the end of the previous year.

Most Labour Bank loans were to individuals, primarily constituents. Using the figures for the
period ending in March 2011 as a basis, about 86% of financing, the highest amount, was for
loans to acquire homes, or ordinary home loans. Next in order was lifestyle financing used to
fund car and appliance purchases or children’s education.

(Unit: ¥ million)
Bank Name Investments (ingfgr?:(t:% Y Loans Loans by Typ e of EXp enditure
Hokkaido 3,334 834,939 636,233
Salary and Alloy Fund
Tohoku 6,496 1,477,292 1,078,553 ¥0.04 billion (0.00%) Welfare and Welfare
Housing Project Fund d Mutual Aid Fund
Chuo 29327 4,994,434 3,640,433 e o 0 050 / %276.5 billon (2.43%)
N [ g Livelihood
N”gata_ken 3’543 n 2'481 377’506 Coogg?a’:;l;";irrs\d ¥I1v.e2é38°70trillion (11.16%)
Nagano-ken 2,457 520,311 307,856 ¥9.9 billion (0.09%)
Shizuoka-ken 4,090 955,407 567,720
Hokuriku 4,058 674,116 423,309
Tokai 5,361 1,341,980 981,785
Kinki 15,993 1,980,641 1,230,606
Chugoku 7,028 1,080,146 591,051
Shikoku 3,015 607,197 349,355
Ordinary Home L
Kyushu 9,092 1633618 1,056,806 49,8138 trilion (86 50%)
Okinawa-ken 899 201,679 131,301 "
Total: ¥11.3725 trillion
Total 94,699 17,023,247 11,372,520
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Products and Services - 1

Providing a complete range of bank accounts, financial products, and various services that

anticipate the needs of workers and their families as the financial institution most accessible to

them, Labour Banks offer the best proposals for intelligent lifestyle planning.

Our operations primarily involve accepting deposits from and providing loans to our members

and their constituents as well as carrying out currency exchange transactions and agency

operations for public institutions (such as the Japan Housing Finance Agency).

Up to 20% of our total volume of deposit and loan businesses is with nonmembers (but only

as permitted by the agencies that supervise us in the case of loans).

[tem

Service

Packaged Account

Combines ordinary and time deposits, and loans made available
through the use of time deposits as security.

Ordinary Deposit

Deposits and withdrawals can be made anytime. Widely used for pay-
ing wages and utility charges.

Current Deposit

Deposit for check payments and used for settling accounts of group
members.

Saving Deposit

Combines the convenience of ordinary deposits and the advantages
of time deposits.

Deposit at Notice

Used to handle sizable funds for a short period.

Deposit for Tax Payments

Used to save funds for tax payments. Accrued interest is tax-exempt.

“Super” Time Deposit

The most widely used form of time deposit at Labour Banks.

Maturity-Designated “Wide”
Time Deposit

Deposit which can be withdrawn anytime after a lapse of one year.
One-year compounded interest accrued.

“Hyper Sigma” Time Deposit

Deposit which can be withdrawn anytime after a lapse of six months.
Six-month compounded interest accrued.

Floating-Rate Time Deposit

Time deposit to which a new interest rate is applied every six months.

Large-Scale Time Deposit

Used to operate funds over ¥10 million.

Installment Time Deposit

The period and the amount of savings can be determined based on
individual needs.

“Zaikei” Savings (property
accumulation savings)

Based on the laws for “Promoting Workers’ Property Accumulation,”
and one of the Labour Banks’ main products. The types of accounts
include General Zaikei, Zaikei Annuity and Zaikei Housing. Combined
savings in Zaikei Annuity and Zaikei Housing accounts of up to ¥5.5
million are tax-exempt.

‘Ace” Deposit

An installment time deposit similar to the property-accumulation sav-
ings accounts. Non-fixed-date, specified-target-date and pension
types are available.

Installment Savings

The user deposits a fixed amount monthly and, upon maturity, re-
ceives the deposit.

Negotiable Certificate of De-
posit

Deposit with a high yield that can be opened with an initial amount
exceeding ¥50 million. Such deposits are negotiable to a third party.
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Products and Services - 2

ltem Service
My Plan Card loan combined with packaged accounts. Services are also
Card y available from “My Plan Club”
Loan Card Loan for | Card loans can be taken out up to the predetermined lending limits for
Various Purposes | various purposes such as car purchases and educational funds.

Car Loan

Use of funds is not restricted to purchase of cars, but can be directed
toward other purchases as long as they are car-related.

Educational Loan

Low-interest loan, available for any purpose related to education, such
as enrollment fees and tuition.

Rokin Child Care Support
Loan

This is a low-interest loan to support child-raising, offered as part of
CSR activities.

Housing Loan

Can be used to build or purchase new housing or enlarge/rebuild
housing.

“Rainbow” Loan

A low-interest loan available to those who have property accumulation
savings.

Annuity Loan

Multi-purpose and low-interest loan allowing those who have
established an account with a Labour Bank to receive annuity.

Salary and Allowance Fund

Welfare and Mutual Aid Fund

Consumers’ Cooperative
Fund

Housing Project Fund

Loan system for group members.

NPO Project Support Loan

Loan system for NPOs.

ltem

Service

Domestic Exchange

Remittance can be made to any financial institution within the country.

Payments for utilities — such as electricity, gas, water, telephone,

Account Transfer credit cards, and various insurance premiums — can be automatically
deducted from an ordinary deposit account.
. Account holders can receive salaries from private-sector companies
Salary Deposit . . .
or other employers in designated deposit accounts.
. . Various public annuities, mutual aid annuities, etc. can be received
Annuity Receipt

through a designated account.

Cash Advance

Money deposited can be withdrawn with a Labour Bank cash card
from a cash dispenser or an ATM installed at any Labour Bank, as
well as from financial institutions and convenience stores across the
country.

Credit Card

“Labour Bank UC Card” is a prominent credit card of the UC group. It
is also linked to Visa and Mastercard.

Currency Exchange

Foreign currencies can be exchanged.

Agency Business

This organization provides services on behalf of the Japan Housing
Finance Agency and other public financial institutions.
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Products and Services - 3

[tem Service

This service is available at stores with the ‘J-Debit” mark. Expenses
for shopping, dining, etc. can be paid by directly debiting a savings
account by inserting a Labour Bank cash card in the terminal by the
register and entering the PIN number.

Debit Card

Japanese government bonds (JGBs) with two-year and 10-year
maturities as well as JGBs for retail investors are sold over the
OTC Sales of Japanese | counters (OTC) of Labour Bank outlets. JGBs for retail investors,

Government Bonds which are sold only to individuals, come in maturities of 3, 5 and 10
years. Of these, 10-year JGBs carry variable coupon rates that are
reviewed every six months.

Investment trust instruments, established and managed by investment
OTC Sales of Investment | trust management companies, are sold over the counters of Labour

Trusts Bank outlets in order to support asset management in accordance
with life plans.

Transfer of funds and balance inquiries are possible via computers

Internet Banking and mobile phones.

Labour Banks operate as investment managers and administrators for
Defined Contribution Pension | defined contribution pension plans. As sellers of defined contribution

Plan pension plan products, Labour Banks also offer time deposits
dedicated to defined contribution pension plans.
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Topics

1. Nationwide Merger

The 13 Labour Banks across the country, the Rokinren Bank, and the National Association
of Labour Banks have been moving ahead with preparations for a nationwide merger. We
have been thinking about and working on a national merger ever since the 1950s, an era when
Labour Banks were created around the country, but various factors made the achievement of a
nationwide merger impossible.

We had targeted April 2012 as the most recent preparations progressed, but various factors
have led to the merger date’s postponement.

With the goal of completing our nationwide merger in future, we will conduct inquiries, research,
and studies related to legal system issues, review management-related issues, ponder the roles
Labour Banks should serve from here on, and continue to confer with government agencies that
have oversight responsibilities.

2. Development of Next-Generation Systems and Clerical
Work Reforms

The 13 Labour Banks around Japan are all managed individually but use computer systems
jointly. However, because more than 20 years have elapsed since the current systems were
developed and the time when they will need to be upgraded is approaching, we have moved
forward with the development of new platforms in an effort to offer the best services possible.
We are preparing to shift to them in January 2014. Additionally, we plan to use this as a parallel
opportunity to achieve cost cuts and improvements in clerical work by overhauling operational
and clerical tasks and integrating clerical work.

3. Livelihood Support Efforts

Conditions in the labor economy have worsened abruptly due to the economic downturn
that originated with the U.S. financial crisis in 2008, and workers have faced employment and
wage adjustments. Labour Banks, which are financial institutions for workers, responded to this
situation by offering Employment Security Fund Loan programs so that workers who had lost
their jobs and homes due to unemployment can finance the securing of home and livelihood
funds. Labour Banks also began offering Training and Life Support Fund Loan programs meant
to fund livelihoods while vocational training is underway. We have financed around 42,438 loans
worth ¥18.6 billion as of the end of March 2011.

Further, we have tried to improve our responses to people who are having difficulty repaying
loans due to unemployment or a decline in income by offering guidance regarding easier
repayment terms on weekends and after regular business hours on weekdays. Following
enactment of the law to streamline financing for small and mid-size companies, we received
4,988 applications for rescheduling of home loan repayment plans and implemented 3,454 of
these.

Also, we have devoted efforts to measures related to multiple and excess debts, with
approximately 9,000 instances of counseling about the resolution of multiple or excess debts, and
carried out a conversion of loan for 2,771 cases (worth around ¥7.5 billion) in 2010. Additionally,
we conducted awareness campaigns as part of efforts to avert excess indebtedness.
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4. Responses to the Great East Japan Earthquake

The Great East Japan Earthquake that struck March 11 caused enormous damage, primarily

in the Kanto and Tohoku regions.

Labour Banks nationwide have endeavored to help disaster victims rebuild their lives and
stricken areas recover by making it easier for people in the disaster areas to obtain cash from
their accounts, deferring loan repayments, reducing or eliminating interest on loans, eliminating
interest penalties on repayments in arrears, changing repayment terms, offering new low-interest
disaster relief loans for disaster victims, contributing monetary donations, exempting transfers
of monetary donations from bank fees, and fund-raising efforts in support of children orphaned
by the earthquake.

Additionally, with regard to debt resolution based on the guidelines for individual debtors’ out
of court settlements (compiled in response to the issue of debts carried by disaster victims), we
have been striving to carry out thorough discussions to help the disaster regions recover and
people there rebuild their livelihoods.

5. Cooperation among Cooperatives

The May 2007 amendments to the Consumer Cooperatives Act enabled Labour Banks to
act as agents for mutual aid insurance policies that consumer-livelihood cooperatives offer. In
response, preparations were carried out with the assistance of Zenrosai* (National Federation of
Workers and Consumers Insurance Cooperatives), and the 13 Labour Banks nationwide acted
as Zenrosai agents from April 2009. The mutual aid programs currently handled are limited to
general fire insurance policies and fire insurance policies especially for home loans and their
supplementary natural disaster insurance policies, but we are seeking to broaden the policies
handled to include life insurance policies in the future.

Further, Labour Banks and Zenrosai have worked together to draft a campaign vision statement
and are conducting concrete discussions. Along with their missions and common bonds, Labour
Banks and Zenrosai have many points in common and will combine forces to work together to
create safety nets for workers.

*Zenrosai is a cooperative that conducts mutual aid-related business established in accordance
with the Consumer Cooperatives Act and licensed by the Ministry of Health, Labour and
Welfare. As a not-for-profit cooperative democratically operated, it offers members and their
families secure and reliable mutual aid programs.

6. Membership in JJC and ICA and Participation in IYC

Along with membership in the Japan Joint Committee of Co-operatives (JJC), which constitutes
the Japanese organization affiliated with the International Co-operative Alliance (ICA), Labour
Banks are a member of the ICA.

The UN general assembly declared the year 2012 the International Year of Co-operatives (IYC)
in December 2009. Japanese co-operatives responded by launching a nationwide executive
committee led by JJC and are moving ahead with preparations. The National Association of
Labour Banks is also participating in the executive committee’s planning sessions and plans
seminars and events.
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