<English Translation of Informational Ad placed in the Nikkei on January 24, 2023>
In the event of any differences between the original Japanese version and the English
translation, the original Japanese version shall prevail.

To Shareholders of Japan Securities Finance (TSE: 8511)

~Regarding the EGM to be held on February 7, 2023~

We are an Activist that looks to increase corporate value through the resolution of ESG issues

Strategic Capital, Inc., and the Fund it manages (“SC”) hold ca.5.0% of the total
outstanding shares of Japan Securities Finance (“JSF”)

- Re: the amakudari* from the BOJ, MOF and TSE alumni -
LINK (Special website)

< amakudari into JSF >

— amakudari by an executive director from the Bank of Japan (BOJ)
Since listing on the market in 1950, all 10 presidents of JSF, including the

current president Kushida, have served as directors of the BOJ

— amakudari by a director from the Bank of Japan (BOJ)
Since 1980, 7 directors who did not have experience as executive directors

descended to JSF and were appointed to an executive officer role within a
month of joining.

— amakudari from the Ministry of Finance (MOF)
Since 1960, 10 descended from the MOF, all of whom were appointed to at

least an executive officer role within a month of joining

— amakudari from the Tokyo Stock Exchange (TSE)
Since 1974, 7 descended from the TSE and since 1994 have served as “outside”

directors.

1 Amakudari - (KT Y, literally "descent from heaven") is a metaphor for the institutionalized practice where Japanese
senior bureaucrats retire to high-profile positions in the private and public sectors.



https://stracap.jp/english/proposal-for-JSF-from-sc-2022_eng.pdf

< Problems with amakudari from the perspective of ESG >
[S] Contrary to social justice and social norms

X This is a subversion of amakudari regulations aimed at preventing such
collusion between the public and private sectors.

X The BOJ/MOF executives are receiving more than 3 times the
remuneration from their previous positions through amakudari.

[G] Hindering the promotion of excellent human resources

X It is suspected these senior management appointment roles are based
solely on work history and do not take into account the abilities and
qualities of a candidate.

X The current president who descended from the BOJ does not even
understand the meaning of ROE.

X The Nomination and Remuneration Committee tacitly approves of the
amakudari, and governance by the outside directors and the Nomination
and Remuneration Committee is not functioning.

From the perspective of S (“Social”’) and G (“Governance”) of ESG, we have
determined that the amakudari is damaging the value of JSF and have submitted
a shareholder proposal requesting an investigation into the persons who
descended.

Details of the proposal
To appoint three attorneys as investigators to conduct an investigation into the
circumstances of how the following officers descended into their positions.

— President Shigeki Kushida and Sr. Managing Executive Officer Yutaka
Okada (BOJ)

— Vice President Shunichiro Higuchi (MOF)

— Outside Director Shuya limura (TSE)

We would like to ask the shareholders of JSF to please support our request for
an investigation into the amakudari appointments from the perspective of S
and G.



- Re: the JSF’s Boards opposition to the Shareholder Proposal

directors and executive officers >

JSF: Since JSF has improved its officer selection process this past year, there is
no need to investigate the history of past officer appointments.

SC: Even if the selection process has been appropriately improved since last year,
the process by which the current executive officers, including the President, is
still unclear, and is not a reason to oppose the investigation.

JSF: Executives are expected to play a public role and have knowledge of the
securities and financial business, but due to the growing importance of the latter,
candidates to succeed the President will not include those from the public
sector. However, since the importance of the public role has not changed,
candidates for executive officers will continue to include those from the public
sector and will be selected on the basis of character.

SC: This is a completely flawed assertion. A character-based selection process
means selecting officers including the President based on their ability to
improve shareholder value regardless of their origins. Such an assertion
suggests the above-mentioned “improved officer selection process” is only a

superficial attempt to avoid criticism for amakudari.

< Achievement and results >

JSF: The ROE has been steadily rising and the total shareholder return has been
steady in recent years. Officers should be evaluated based on their
achievements after taking office and there is no need to question how they are
appointed.

SC: The minimum expectation for listed companies is an ROE of 8% and PBR of
1x. JSF’s ROE of 4% and PBR of 0.6x cannot be considered a success.

< Regarding protection of privacy >

JSF: If highly confidential and private information of past candidates is disclosed
after the investigation, it will be difficult to secure human resources and will be
an obstacle to improving corporate value.

SC: This rebuttal is based on an unrealistic assumption. Highly confidential and

private information will not be included in the investigative report.



< Comparison with other companies >

JSF: While other companies have suspicions of legal violations as a reason for
appointing investigators, JSF has confirmed that there are no legal violations
in the process of appointing executive officers, so there is no need to conduct
an investigation.

SC: There are cases, such as Toshiba, where the results of the investigation by
a 3" party differ from that of a company, so the results of an investigation by
JSF do not negate the need to conduct an investigation. Also, investigations
under Article 316 of the Companies Act are not limited to cases where there is

suspicion of legal violations.

- Request to Amend Inappropriate Accounting and

File an Action for the Pursuit of Liabilit

On January 18, 2023, we sent a “Request to file an action for the Pursuit of
Liability” to the Audit Committee of JSF. We believe that JSF has conducted
inappropriate accounting practices in violation of the Financial Instruments and
Exchange Act as well as Cabinet Office Ordinances, and as a result, Executive
Officers of JSF may have received excessive performance-linked remuneration
(“bonuses”).

Therefore, we have requested JSF amend inappropriate accounting and file a
lawsuit against the Executive Officers to seek the return of any unjust enrichment
as a result of the excessive bonuses. Please see our special website for more
details.



https://stracap.jp/proposal-for-JSF-from-sc-2022/2023-0119_JSF_Inappropriate_Accounting_eng.pdf
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