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E Solutions for Management Challenges

-

Challenges

Full enforcement of Money
Lending Business Law

Decrease of loans to customers
due to stricter leding criteria

Decrease of revenues due to
lowering interest rate

Downward pressure to profit due
to a large number of refund
claims of interest

Stably securing
profit

: N
Measures in progress

Asset quality improvement

Cultivation and retention of
high quality customers

Readjustment of write-off
and increase of allowance
for credit losses

Increase of allowance for
interest refund

Eliminate variation factors
of operating results in a

conservative way

Enhance retained
earnings

-

N

Medium-term
Business Strategies

Asset quality
iImprovement

Organization
reform

Prompt response
to rerefund claims

~

J

Stably pay
dividends
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E Outline of Medium-Term Business Plan

Stably secure profit after full enforcement of Money Lending Business Law

Asset quality improvement: aiming to improve Non-Performing Loans Ratio

Retention of high quality customers through benecere card
-Restrain the decrease of loans to custoemrs and loan customer accounts
-Obtain new customers
Reduce total loans past-due
-Enhance collection management system
-Readjust write-off bad debts early

Reorganization: consolidate to 100 manned branches and readjustment for effective reorganization

Reduce branch offices
-Reform organization and system
- Appropriate allocation of personnel

Refund claims: Toward settlement before law suit as majority

Early settlement by mainly settling before law suit
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E Perspective of Estimated Profit

Despite the current fiscal year’s large loss, stably secure profit by eliminating variation
factors of operating results in a conservative way including increase of allowance for losses
for refund of interest received from customers.
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E Summary of the 3 Quarter Financial Results and Full Year Forecast

ITEMS

2009/3 Eliminate variation factors in a
2007/12 2008/3 2008/12 conservative way prior to
(million yen) forecast Medium-Term Business Plan
Direct cash loans to 1,294,114 (1,195,328 | 995,958 | 862,600 .
customers
Readjustment of NPLs write-off
Operating revenues 209,472 | 269,452 | 146,397 | 185,000 :
Impact on profit
...... - ¥14.8 billion
Operating expenses 178,764 | 225,711 | 328,079.f 403,900
. Provision for credit losses
Provision for credit losses 67,154 90,984 59,045 119,600
................ e —
Provision for refund of - ¥29.3 billion
interest received from customers 53,789 57,854 ..2,.]"'4’387 214,500
Operating income 30,708 43’741 —181,682 -'2]:8.,,900 Provision for interest refund
= Impact on profit
Ordinary income 29,915 40,666 | -186,347 | -223,600 - ¥160 billion
Income before income 28,638 8,978 -189,292 -239,000 Liquidation of all deferred tax assets
taxes (Increase of deferred income taxes)
................................. I : it
Net income 33,391 | 13,064 | -215,064 | -264,800 e e

- ¥25 .4 billion
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E Measures and Factors Resulted in Loss

Eliminate variation factors of future operating results in a conservative way

Conducted in the 39 quarter (100 million yen) Impact on profit
1. Provision for losses 2,144 (1,600)
for refund of interest received from customers
2. Readjustment of write-off 461 ( 148)
3. Liquidation of all deferred tax assets 254 ( 254)

To be conducted in the 4t quarter

1. Provision for allowance for credit losses 293 ( 293)
2. Preparation for future expenses 125 ( 125)
Total 3,277 (2,420)



E Business Performance

2009/3
ITEMS 2007/12 2008/3 2008/12
forecast
(million yen)
Direct cash loans to customers 1,294,114 1,195,328 995,958 862,600
Number of
1,970,539 1,833,316 1,645,046 1,462,000
loan customer accounts
Number of 125.694 143115 72.957 90,000
new customer accounts
NPL 262,396 237,880 209,649 153,000
NPL ratio 20.3% 19.9% 21.0% 17.7%
Credit losses write-offs 47 177 98,248 86,093 135,000
Ratio of credit losses write-offs 3.6% 8.2% 8.6% 15.7%
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E Compressing NPLs

Expansion of ORetention of high quality customers

benecere card OLowering interest rate to 18% and below

Conduct counseling OpPast-due loans restraint by thorough
for each region customer counseling

O1st Loan Collection Office
Separate loan Reduce and restrain past-due loans

collection offices O2nd Loan Collection Office
Reduce past-due loans and determine credit losses

NPL compression

v

Asset quality

Readjust write-off OMonthly / quarterly write-off

ORestructured loans restraint (benecere white)

improvement
25% NPL ratio
20% 20% 21%
/—.\ 18% 170,

20% — —0- \.\“.U\_lﬁ%\
15% \1:%
10% e

5%

0%

2007/12 2008/3 2008/12 2009/3 2010/3 2011/3 2012/3 2013/3 —
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E Earnings Environment and Securing Profit

Average yield and cost structure

Provision for credit losses Operating and administrative expenses

mmmmm Provision for interest refund
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2009/3 2010/3 2011/3 2012/3

Yo RELE 8



[ benecere Strategies

Successful new customer acquisition and switching of
existing customers due to advantages including service
point and CSR function
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a Readjusting Write-Off and Balance of Allowance for Credit Losses

(million Yen) Readjusting restructured loan write-off

150,000 /

Corresponding write-off 46.1 billion yen

Decrease of allowance -31.3 billion yen Increase gf_allowance
) 29.3 billion yen
120,000 ./
90,000 I
151,26
143,998
128,600
60,000
105,800
77,500
30,000 -
I 49,300
0
2006/3 2007/3 2008/3 Write-offs ~ Balance Netexpense 2008/12 2009/3 2010/3 2011/3 2012/3
after write-
offs
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[ Organization Reform

Construction of “Area-free” lending and collection system

Enhancement of corporate networks
Promote corporate internal networks.

Appropriate allocation of personnel
Bolster personnel at branches in major cities and at large-size branches. Bolster personnel at loan collection offices

Salaries , rent and others(100million yen)

Organization reform
2009/3 168 52 90

No. of regional No. of blocks No. of manned

branches branch offices
2010/3 136 30 68

290
100 2011/3 oy 23 65

Cost saving in 3 years 15 billion yen
2012/3 GO 52

Cost cut by concentrating operation bases

Scrap and build manned branches from 290 to 100
Consolidate blocks from28 to 9, regional branches from 8 to 3
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B Financial Position

m Allowance for credit losses
m Allowance for losses for refund of interest received from customers Interest bearing debt (million yen)
Net assets
(million yen)
1,200,000 borrowings .

5%

I} N

' Curent~_

’

.| portion of *,
\

+ long-term .
' .
+ borrowings ',

1,000,000

. 16% .
800,000 ' L
. -
600,000 —
Long-term
969,250 borrowings
400,000 50%
200000 7453,2277454,4727 428,897
199,820 Short-term borrowings 24,684
Long-term borrowings 232,428
0 Curent portion of long-term borrowings 77,497
2006/3 2007/3 2007/12 2008/3 2008/12

All short-term borrowings are for subsidiaries’ surplus fund operation. Funding structure
improved. 96.7 billion yen of cash in hand for current portion of long-term borrowings.
Enough cash flow with 30 — 35 billion yen of monthly collection.
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E Refund Claims of Interest Received from Customers

(100million yen) I Amount paid =O=—No. of claims received (100cases)
160 160
140 | | a0 Amour_It to be_ paid due
to settling mainly before
120 || | - 1120 Law suit
100 2 | L J100
O—1+-0
80 80
60 = | - 60
40 40
20 = | - 20
150 | |150
0 0
2 I3
2009
No. of claims received
15,000
Most recent trend:
13,000 perspectlve of current 39 quarter
11,000
—_—
9,000 - _ -
7,000
5,000 |

Trend since peak period

10‘11‘12‘ 1 ‘ 2 ‘ 3 4‘ 5 ‘ 6 ‘ 7 ‘ 3‘ 9 ‘10‘11‘12‘ 1 ‘ 2 ‘ 34 ‘ 5 ‘ 6 ‘ 7 ‘ 8 ‘ 9 ‘10‘11‘12 perspective employed until 2nd quarter

FYE Mar.2007 FYE Mar.2008 FYE Mar.2009
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E Allowance for Losses for Refund of Interest Received from Customers

(5"83 Ic';;; ven) Breakdown of reversal
O e Refund 89,428
....... Principal impaired 47,377
s0000 |\
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after expense
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No. of claims stays
at high level Reexamination of allowance
(necessity of additional Increase of provision
Emerging insufficiency provision)

of allowance
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E Prompt Response to Refund of Interest Received from Customers

Settlement before law suit (53%)

Reduce refund amount per case by settling
most cases before law suit

(100million Yen)

refund of interest

1,500
Due to early
1.200 settlement
) (380)
900
e R
600 1,450
300 750 700 777 /-
0
2007/3 2008/3 2008/12 2009/3 2010/3 2011/3 2012/3

If 80% is settled
before law suit

Settlement before law suit (80%) Total cost cut by

early settlement
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E Summary of Financial Statements and Three-Year Plan

ITEMS 2008/3 2009/3 2010/3 2011/3 2012/3
(100million yen) forecast plan plan plan

Operating revenues 2,695 1,850 1,350 1,120 980
Operating expenses 2,257 4,039 1,120 920 780
Operating income 437 -2,189 230 200 200
Ordinary income 407 -2,236 230 200 200
Net income 131 -2,648 230 200 200
Direct cash loans to customers 11,953 8,626 7,960 6,910 6,350
Number of loan customer accounts 1,833,316 1,462,000 1,225,000 1,088,000 1,024,000
Number of new customer accounts 143,115 90,000 163,000 213,000 258,000
Allowance for credit losses 1,440 1,286 1,058 775 493
NPL 2,379 1,530 1,360 1,080 810
Credit losses write-offs 982 1,350 697 584 513
Refund of interest received from customers 992 1,450 750 700 550
Interest repaid ( portion of principal impaired ) 612 708 413 385 303
Allowance for losses for refund of interest received from customers 3,863 3,850 2,688 1,603 750
Number of employees 2,625 2,500 2,200 2,000 1,800
Manned loan branch offices 360 210 140 100 100
Unmanned loan branch offices 1,139 840 750 650 500
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E Summary of Financial Statements (Consolidated)

ITEMS

2007/12 2008/3 2008/12 200973
forecast
(million yen)

Operating revenues 210,261 270,479 147,076 185,700
Operating expenses 178,761 225,698 327,995 403,800
Operating income 31,501 44,781 -180,919 -218,100
Ordinary income 31,251 42,285 -185,484 -222,700
Income before income taxes 29,920 10,542 -188,278 -238,000
Net income 34,246 14,105 -214,395 -264,100

‘%}Eﬁhﬂu 2 ﬁgt 17




E Composition of Loans by Interest Rate

18.0% or less m over 18.0% ~ 20.0% or less m over 20.0% ~ 25.0% or less = over 25.0% ~ 27.0% or less i over 27.0%

100% - —E

80%

60% 147,338

40% - I 328,145 297,619 -
494,837 401,825

20% 147,969 137,604 398,824

88,783 117,506 123,674

61,057

0%
2006/3 2007/3 2007/12 2008/3 2008/12
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E Funding: by Sources

(million yen)

‘ Direct mmm Indirect —O— Interest Rate ‘
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613,840

470,157
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401,165
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2007/3 2008/3 2008/12
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E Funding: Long / Short-Term Ratio

Short-term borrowings m Long -term borrowings m Bonds

100%
80% ' l
60%

40% 439,361 378,280
419,289 232,428

398,632

20%

: : 22,884 22,884 24,684
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0%
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E Number of Corporate Bankruptcies, Number of Money Lenders
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