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. PROGRESS OF THE PROJECT

(1) Finalization of Functional Specifications
By the end of 2006, the Bank of Japan has completed reviews and verifications of the
operational requirements and functional specifications of the BOJ Financial Network System
(BOJ-NET) to be prepared for Phase 1 of the next-generation RTGS (RTGS-XG") project. In
Phase 1, liquidity-saving features (LSF) will be introduced to the BOJ-NET, and the Foreign
Exchange Yen Clearing System (FXYCS) will be fully converted to a real-time gross
settlement (RTGS) system. Currently, the BOJ is working on system developments to realize
such features.

Given the completion of the above operational requirements and functional specification
related tasks, the BOJ released the final version of functional specifications in “Details of the
Functional Specifications of BOJ-NET for the Phase 1 Modification of BOJ-NET Funds
Transfer System to RTGS-XG” in December 2006. Successively, early in 2007, the BOJ
released specifications regarding CPU-to-CPU connections and file uploading/ downloading
to BOJ-NET participants in the “BOJ-NET Computer Connection Specifications (TCP/IP
protocol) under RTGS-XG Phase 1 (Provisional)”.

The BOJ then solicited comments and questions on the two specifications and reflected them
in the revisions, together with the results of additional consideration by the related parties.

! RTGS-XG: RTGS = Real Time Gross Settlement. XG = NeXt Generation
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These were released on February 28 as replacement documents for “BOJ-NET Computer
Connection Specifications (TCP/IP protocol) under RTGS-XG Phase 1 (Provisional)”.
Revisions were also made to “Details of the Functional Specifications of BOJ-NET for the
Phase 1 Modification of BOJ-NET Funds Transfer System to RTGS-XG” and the revised
version was released on the BOJ’s website on March 30, 2007. (these documents, in Japanese,
are available at http://www.boj.or.jp)

Major comments and questions on the specifications and the BOJ’s answers to them are listed
in Attachment 1, “Comments and Answers regarding Specifications for RTGS-XG in Phase
1.” Please refer to this Attachment in checking the replaced documents and the revised details.

(2) Future Schedule
As mentioned in the first issue of the Newsletter, the BOJ plans to start comprehensive
running tests for the first phase of the project early in fiscal 2008. In view of this schedule, the
followings steps are currently planned for around summer 2007. They are (1) disclosure of an
outline of an online loading tests involving users of CPU-to-CPU connections and file
uploading/ downloading functions, (2) disclosure of an outline of comprehensive running tests

involving all participants, and (3) execution of a participant surveys (surveys concerning the
online loading tests and the comprehensive running tests will be carried out around the
summer and autumn of 2007, respectively).

If system development proceeds without delay, the online loading tests will be carried out
from March to April 2008, and the comprehensive running tests from May to September 2008.

Please see Attachment 5 for an overview of the implementation schedule.

(3) Tentative Dates for the Launch of the Operation

The BOJ is determined to ensure a smooth changeover of the system since it is a large project
altering the core of the BOJ-NET Funds Transfer System and drastically changes the system
for foreign exchange yen clearings, specifically, by abolishing designated-time settlements
and shifting completely to RTGS.

The BOJ plans to complete the changeover over a three-day weekend. Specifically, using the
first two days, the BOJ will finish all necessary procedures for changing the BOJ’s systems
and carrying out running tests to confirm the changes. This will be followed on the third day
by online connectivity tests involving users (final checks of CPU connections simulating the
actual operational environment). The BOJ will set a backup date for the launch in the event a
rescheduling becomes necessary. The backup date will be set on a day not too far away from
the original one in order to minimize, as much as possible, negative effects on successive
projects related to BOJ-NET and the users’ systems.

© 2007 International Bankers Association 2



