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Corporate Governance

Basic Approach to Corporate Governance Activities at Resona Holdings

Resona Holdings, Inc. (hereinafter the “Company”) has

The Company’s Corporate Governance System
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[Group Corporate Governance Framework]
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posed of the basic elements required for the systems to fulffill
their purposes, including a control framework, risk evalua-
tion and response system, internal control activities, infor-
mation and communication systems, monitoring standards,
and [T systems. Upon establishment of the Corporate Mis-
sion shared throughout the Group and based on these ,
policies, the Company shall determine the following basic )
guidelines in constructing systems to ensure that the
Group’s operations are conducted in an appropriate
manner.

who received reports from the foregoing personnel to report to
the Audit Committee
i. Guidelines concerning a system to ensure that a person who
made the abovementioned reporting is not treated
disadvantageously
Guidelines concerning the treatment of expenses incurred in
connection with the execution of duties by the members of the
Audit Committee
k. Guidelines to ensure that audits by the Audit Committee are
conducted effectively

Company with a Nominating Committee, etc. Company with an Audit & Supervisory Board

35 Resona Group Integrated Report 2016 Resona Group Integrated Report 2016 36



. _________________________________________________________________________________________areeeerseees—

37

Corporate Governance System at Group Banks

The Group Banks, as members of the Group, work
together to increase corporate value under the supervi-
sion of Resona Holdings. For the Board of Directors, the
Group banks invite outside directors and define the
Board as the place to make decisions for businesses and
supervise performance of duties of directors and

executive officers. The Group banks also operate the
Board meetings to ensure substantive discussions.

The Group banks ensure robust auditing function for
the management by establishing the Audit & Supervisory
Board, which comprises the Audit & Supervisory Board
Members.

Other Matters Related to Corporate Governance

Resona Succession Plan

Aiming for sustained improvements in corporate value,
the Group introduced a succession plan in June 2007
that serves as a mechanism to ensure the successions of
the top management roles and responsibilities at the
Company and each Group bank and secure the trans-
parency of the process of selecting and nurturing
directors.

The scope of the succession plan covers various
candidates, from those who are candidates for the next
generation of top leadership to those who are new can-
didates for directorships. The process of selection and
nurturing successors is carried out steadily according to
a schedule, matching qualified candidates to the appro-
priate rank. The Group retains the objectivity of this pro-
cess by drawing on the advice of external consultants.
Evaluations of candidates undergoing the process are
reported to the Nominating Committee. In addition to
receiving reports on candidate evaluations, members of
the Nominating Committee come into direct contact with
candidates as part of the process, evaluating candidates’
characters from various aspects.

The activities of the Nominating Committee are
reported to the Board of Directors, of which outside
directors are the majority, and are discussed from diverse
perspectives. Through the entire process, which is highly
transparent, each potential director’s capabilities and
competencies are closely studied and enhanced where
appropriate.

In addition, Resona Holdings has set forth seven
competencies that define the ideal candidate for the
position of director. By ensuring that the directors in the
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Nominating Committee as well as the other directors
share common ideals regarding candidates, the Com-
pany clarifies standards for the evaluation and nurturing
of successors and thereby aims to realize impartiality
during the entire process.

Self-evaluation of the Board of Directors

The Company’s Board of Directors conducts an annual
analysis and evaluation of its effectiveness as a whole
based on the opinions of each director with regard to
their assessment of the operations and functionality of
the Board as well as matters discussed at the Board of
Directors meetings. The Board of Directors utilizes the
results of the evaluation to make improvements in its
operations and to enhance its supervisory and decision-
making functions.

The evaluation of the fiscal 2015 concluded that the
operations of the Board were deemed appropriate on the
whole and the overall effectiveness of the Board of Direc-
tors was confirmed. In addition, there was some
improvement made regarding the selection of meeting
agendas and the preparation of meeting materials, both
of which were identified as issues requiring improvement
in the fiscal 2014 self-evaluation. However, the Board
recognizes the existence of room for further improve-
ment. The Board believes that it needs to draw up
agendas in a more efficient and systematic manner, and
enhance the content of meeting materials. Going for-
ward, the Company’s Board of Directors will enhance the
content of discussions through the improvement of its
operations based on such input as the opinion of each
director.

orporate Governance/Risk Appetite Framework

Risk Appetite Framework

Framework for Formulating and Executing Strategies to Support Sustainable Growth

To realize the strategy of becoming “the No. 1 Retail
Bank,” the Resona Group organically correlate “earn-
ings,” “risk,” “capital,” etc. and develop an organization
and systems that is capable of formulating a plan that
ensures consistency and establish a framework (PDCA)
to support the formulation and execution of strategies.

Formulation of Management Strategies and Plans
In formulating management strategies, the Company
clarifies the business areas that actively take risks based
on the analysis of internal and external environments.

Based on multifaceted and sufficient discussions,
management strategies are decided at the Board of
Directors meeting of Resona Holdings, Inc., the majority
of which consists of outside directors. The divisions in
charge of business execution then formulate the detailed
plans based on such resolution.

More specifically, based on the characteristics and
strengths of the Group’s businesses and taking into
consideration the short-term and medium- to long-term

issues, and ensuring that the operational policies formu-
lated by the Group companies and business divisions are
consistent within the Group, the “funding and earnings
plan,” “risk limit plan,” and “capital adequacy ratio plan,”
etc. are defined.

Through risk management division’s stress tests,
these plans undergo potential sustainability verification to
confirm that risk-taking and risk-control during the plan
period are possible.

Operation and Management of Plans
During the plan period, progress and verification results
of these plans are regularly reported to the Board of
Directors. At the Board of Directors meeting, vigorous
and in-depth discussions are held in an effort to realize
the strategies.

To ensure the feasibility of the strategy, the results of
the discussion are reflected in the strategies, flexible
review of operational management during the period and

review of organizational structures.

Goal No. 1 Retail Bank
. Execution of strategies and
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Funding and earnings plan, risk limit
plan, capital adequacy ratio plan, etc.

Status of funding and earnings, risk management
Evaluation of capital adequacy, etc.

LUV EERINENE NSO SNEIEIEINEIEY | Shareholders, customers, ratings institutions, the general public and

Verification of previous plans

Voices of various stakeholders regional communities, bondholders, regulatory authorities, employees Identification of management issues

Resona Group Integrated Report 2016

38



Risk Management

Risk Management Systems

isk Management

Basic Approach to Risk Management
We deeply regret the serious concern and inconvenience
that the injection of public funds in June 2003 caused the
people of Japan, our customers, and other stakeholders.
Consequently, we have established the risk management
principles below to enhance our risk management sys-
tems and methods as well as risk control. The Resona
Group conducts its risk management activities with an
eye to securing the soundness of operations and
enhancing profitability.
1. We will not assume levels of risk in excess of our
economic capital.
2. We will deal promptly with losses that we have
incurred or expect to incur.
3. We will take risks appropriate for our earnings
power.

Risk Management Policies and Systems

The Company has established the Group Risk Manage-
ment Policy that serves as the Group’s basic risk man-
agement policy.

Based on the Group Risk Management Policy, each
Group Bank has established its own risk management
policy that is tailored to its operations, unique character-
istics, and the risks it must address.

The risk management policies of the Company and
the Group Banks create a basic framework for managing
risk by defining the types of risk that must be managed
and establishing organizations or systems that manage
risk.

The Company and the Group Banks have estab-
lished risk management departments for managing dif-
ferent types of risk, along with a Risk Management
Division, to integrate the management and control of all
types of risk. Principal risk categories are outlined below,
and each risk is managed using a method that is tailored
to its characteristics.

Principal Group companies, other than the banks,
have also established risk management policies that are
tailored to their own operations, special characteristics,
and risks. In addition to establishing risk management
systems and frameworks, these policies establish guide-
lines for avoiding risks outside their fundamental

Risk Category

business areas. These Group companies have also
established risk management departments for managing
different categories of risk and risk management divisions
for comprehensive risk management.

Comprehensive Risk Management

Comprehensive risk management divisions have been
formed within the Company and the Group Banks, and
each of these divisions is responsible for comprehensive
risk management of the Group and the banks,
respectively.

Each Group Bank measures the volume of credit
risk, market risk, and operational risk using the risk
management indicator value at risk (VaR*) and estab-
lishes risk limits (make risk capital allocations) on these
types of risk. Risk management is conducted to control
risk within these established limits.

When the Group Banks set their risk limits, the
Company holds prior consultation with each bank and
verifies the details of the limits to be established to con-
firm the soundness of the Group as a whole. In addition,
the Company receives periodic reports from the Group
Banks regarding the status of risk management and
confirms the status of comprehensive risk management
of the Group.

In addition, although the Company is constantly
working to improve the quality of risk measurement
through various means, including the application of the
VaR method, there are risks that cannot be quantified by
statistical risk management methods. Based on this fact,
the Company and Group Banks strive to study and
understand the incompleteness and specific weak points
of the VaR method, thereby assessing and recognizing
the impact of such limitations of their risk measurement.
For risks that cannot be identified or quantified by the
VaR method, the Company and the Group Banks con-
duct qualitative assessment through various stress test-
ing and the use of risk-assessment mapping. In this way,
the Group aims to enhance the quality of its comprehen-
sive risk management.

*VaR, or value at risk, is a risk management indicator that is calculated using

statistical methods to measure the maximum loss that may occur with a speci-
fied confidence interval (probability) and over a specified period.

Comprehensive risk management (setting risk
limits, assessing risk, allocation of risk capital, etc.)

Risk of losses that arises when the value of assets (including off Setting risk limits, credit rating system, portfolio
Credit risk balance sheet assets) declines or is destroyed as a result of the management, credit analysis and manage-

deterioration of the financial position of obligors

ment, etc.

Risk of losses that may occur when the price of assets and liabilities

(including off balance sheet assets and liabilities) change because of Setting risk limits, setting loss limits, setting

Market risk fluctuations in market risk factors, including interest rates, foreign position limits, etc.

currency exchange rates, and stock prices

Risk of losses that may occur when a party has difficulty in raising  Recognition of liquidity emergencies, response
Liquidity risk the necessary funds or is forced to raise such funds at higher than  system for emergencies, guidelines for liquidity

normal rates risk management indicators, etc.

Risk of losses that may occur when internal processes, personnel, 3 f
Operational risk and/or systems function improperly or fail to function and when Control self-assessments (CSAs), analysis of

external factors result in such losses

loss data, risk indicators, etc.

Risk of losses that may occur when reports in the media, rumors,  Dissemination of timely and appropriate infor-

Reputational risk
on a company’s reputation
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false information, and unfounded reports have a detrimental effect  mation, monitoring of media, etc., preparation

of crisis management systems.

Group Management by Resona Holdings

The Company provides common guidance and direction
to all Group companies regarding risk management
policies, standards, and systems.

The Group management framework requires that
Group companies confer with the Company in advance
of making decisions on important matters related to risk
management and base their decisions on those
consultations.

In addition to providing direction to Group
companies regarding risk management policies as well
as rules, standards, and systems, the Company verifies
risk management policies, rules, standards, and systems

[Group Risk Management Systems in Outline]

Resona Holdings

Committees

and councils

omprehensive risk
management divisions

at all Group companies through prior consultation, thus
controlling the Group risk management framework.

Furthermore, the Company controls risk taking by
Group companies by requiring prior discussion of their
limits and guidelines. Group companies must make
reports to the Company regarding the risk conditions and
their management on a regular and as-needed basis so
that the holding company can provide guidance and
direction as necessary.

As shown by the chart below, we have formed risk
management divisions within the Company for managing
each type of risk on a Group-wide basis.

Executive Committee

Group Risk Management Committee
Group Compliance Committee
Housing Loan Management Committee
Group Liquidity Risk Management Committee

Risk Management Division

. Credit Risk . s Business Process ) ) ' L Corporate
Risk n;_ar.\a-gement Management Risk Management Division Reengineeing/ IT[I;anplng Co;gl@nce Risk Management Division B e
ISION Division Complance Divisions sion sion Division

—® (DPrior discussion system (Holding company+Group companies), ) Reporting system (Group companies—Holding company), @ Guidance/advice (Holding company—Group companies)

Group Banks and other Group companies

Processing] o iems risk| | Lcadland J;ﬁitgisn??m opgtar;%nal
S| Credit risk  Market risk  Liquidity risk risk compliance risks Tk ek Reputational

risk
Operational risk

N

Resona Holdings Group Management Framework

Group companies must engage in prior discussion with Resona Holdings in the situations listed below.
Prior discussion | + When establishing or revising important risk management policies or rules

system » When establishing all types of risk-related limits and guidelines
- When making decisions about other important risk management matters

+ All Group companies must make periodic reports to Resona Holdings regarding the status of risks and risk
@ | Reporting system | management.
- Reports are made as needed, for example, when critical risk management issues arise.

Guidance and - Resona Holdings presents such Group-wide risk management items as policies, standards, and systems to all Group
® advice companies.
VI . N P . . .
- Resona Holdings provides individual guidance and advice as necessary, based on reports from Group companies.
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Compliance

Basic Activities

The Resona Group defines compliance as the strict
observance not only of laws and regulations, but also
social norms and has positioned compliance as a key
management issue.

As the basic activities to put compliance into prac-
tice, the Resona Group has established its Corporate
Mission, which forms the basis for the judgments of
directors and employees; the Resona Way (the Resona
Group Corporate Promises), which outlines the basic
stance, based on the Corporate Mission, that directors

Group Management Systems

and employees should take toward all Group stakehold-
ers; and the Resona Standards (the Resona Group’s
Behavior Guidelines), specific guidelines about behavior
expected from directors and employees under the Cor-
porate Mission and the Resona Way. The Corporate
Mission, the Resona Way, and the Resona Standards are
applied uniformly across Group companies, and the
related handbook are distributed to all directors and
employees, and trainings are regularly arranged at all
workplaces.

Group Compliance Management Systems

The Compliance Division at Resona Holdings controls
Group compliance and works with compliance divisions
at Group companies to strengthen compliance systems

groupwide. In addition, the Group has formed a Group
Compliance Committee composed of the Company and
Group companies as a member, which discusses and
evaluates all issues related to Group compliance.

Resona Holdings

Board of Directors

Compliance Division

Sueewision

Reporting

Affiliated companies

Group Compliance Committee

A
Supervision Reporting
4

Group Banks

Board of Directors

Compliance divisions

Compliance committees

Head Office divisions

Systems for Protecting Group Customers

The Company and Group banks are proactively working to
make improvements in the quality of explanations to custom-
ers, responses to customer inquiries and complaints, the
management of customer information, the management of

Management of Customer Information

conflicting interests in banking transactions, and other
areas so that we can provide better responses and more
convenience for customers. Specifically, we discuss and
deliberate initiatives with responsible divisions and individ-
uals in the Group Compliance Committee, etc.

The protection of customer information is one of the most
important factors in enabling customers to use the Group
with peace of mind. We strive to properly manage
customer information by publicizing the Promise to

Elimination of Anti-Social Forces

Protect Personal Information of All Group Companies,
establishing a framework for protecting against leakage
or loss of personal information, and conducting ongoing
and thorough employee education.

The Resona Group believes that preventing and
eradicating transactions with anti-social forces are
critically important to its public mission and social
responsibility as a financial institution. Our basic
approach is not to engage in transactions with anti-social
forces and to prevent them from intervening in
transactions with customers through the corporate
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activities of Group companies. The Group has set
specific internal rules and regulations, as well as
providing ongoing training and education on these
compliance issues for directors and employees. In
addition, we have formed cooperative relationships with
law-enforcement agencies such as the police to prevent
and nullify transactions with anti-social forces.

Internal Auditing

Group Internal Auditing

Compliance/Internal Auditing

We believe that the role of the internal auditing is
extremely important in to attain the Resona Group’s
Corporate Mission of “live up to customers’ expectations”
and “implement transparent management”. Accordingly,
we have established internal audit divisions at Resona
Holdings and Group companies.

In order to ensure sound and appropriate operations
and to gain social trust in the business management

Organization

systems established by the Company and Group
companies, the internal audit divisions serve the essential
function of facilitating improvements in corporate value
by verifying and evaluating the systems from an
independent standpoint and promoting improvements as
needed in all management activities.

The Company and Group companies have established
independent internal audit divisions under each board of
directors.

Moreover, we have formed an “Internal Audit
Council” in the Company and Group companies,
separate from the “Executive Committee,” to discuss
important matters related to internal auditing.

The Internal Audit Division of the Company reports to
the Board of Directors and the Audit Committee for its
function and to the Representative Executive Officers for

Resona Holdings

its administration. In addition, by ensuring direct
reporting line from the Audit Committee to the Internal
Audit Division, we strengthen the monitoring and check-
and-balance functions performed over the
Representative Executive Officers and Representative
Directors of the Group companies.

Group Companies

Direct reporting
g =
Representative S a 2 )
. 5 O ing
Exeputlve 3 2 3 InteorgﬁlnéiLlelt Executive
Officers S ‘ Committee
Administrative a F;nctlonal/
: . administrative reporting
reporting Internal Audit
. Councill
Executive
Committee Guidance/
Dl\r/]ISIOHS 'fn A P — supervision Internal Audit = Divisions in charge
charge o uditing Division — Divisions wieliine) of operations
operations Discussion/

reporting

Functions and Roles

To guide the formulation of plans for internal auditing, the
Internal Audit Division of the Company formulates the
Annual Internal Audit Basic Plan of the Company and the
Group, including the Group’s annual policies, the targets
of auditing, and key items and secures approval of the
Board of Directors after discussion with the Audit
Committee.

The internal audit division of each Group company
formulates its Annual Internal Audit Basic Plan based on
prior discussion with the Internal Audit Division of the
Company and secures approval of respective board of
directors.

The internal audit divisions at the Company and its
Group companies conduct audits based on the Annual
Internal Audit Basic Plan.

The results of internal audits of the Company are
reported to its Board of Directors, the Audit Committee,
and Representative Executive Officers, etc. The results of
internal audits of the Group companies are reported to
their respective boards of directors and auditors as well
as the Company.
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