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<Introduction>

This collection of cases identified through financial inspections has been prepared and
published with the aim of further improving the transparency and predictability of
financial administration and encouraging financial institutions to strengthen their
internal control capabilities based on the principle of self-responsibility.

In its basic inspection policy for Program Year 2007 (July 2007 to June 2008), the
Inspection Bureau of the Financial Services Agency established the following areas of
emphasis for inspections:

1) Establishment of risk management capabilities in consideration of the

characteristics of risks and changes in the financial environment;

2) Realization of the effective protection of users;

3) Appropriate responses to the globalization of financial transactions;

4) Measures for structural changes concerning regional finance.
Priority issues according to business type listed on page 4 were also used in the
inspection as major points of emphasis.

This collection of cases has been prepared on the basis of cases assessed and cited in
inspections conducted in Program Year 2007. It includes parts of cases identified by
inspections carried out during Program Year 2006 based on the above policy.

In this collection of identified cases, “Grade A” cases have been introduced to promote
improvement in the quality of financial regulations and to offer incentives for financial
institutions to improve business and management in an autonomous and sustained
manner. “Grade B” cases, which account for slightly more than 60% of the results of the
evaluation, are classified into three levels for comparison purposes: “Grade B close to
A,” “Grade B average” and “Grade B close to C” (see Note 1). In addition to areas of
concern, the area of forward-looking evaluation is introduced. This involves the steps
taken by small and medium sized enterprises towards business restructuring and
improvements in cases identified in the previous inspection.

Following revision of the financial inspection manual, cases evaluating business
management capabilities and integrated risk management capabilities are introduced,
along with cases identified in the inspection of financial holding companies.

In consideration of the “measures to be implemented at an early stage to strengthen
growth potential” (resolved by the Ministerial Conference on Economic Measures on
April 4, 2008), which recognize financial institutions’ efforts towards the restructuring
of companies, cases which resulted in the restructuring and revitalization of small and
medium sized enterprises are also introduced (see Note 2).

The number of cases introduced has therefore increased significantly from the previous

year to 65 evaluation cases and 341 identified cases, showing further improvement (see
Note 3).
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