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Trust Administrator
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■ Charitable Trust Structure 
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Types of Charitable Trusts (In no special order)

Chuo Mitsui Trust resourcefully participates in philanthropic
activities through charitable trusts, which epitomize the
trust function of trust banks.

Both Chuo Trust and Mitsui Trust played leading roles in
the development of charitable-trust and related operations
that met the diversifying needs of clients. Today, Chuo
Mitsui Trust strives to expand this business. Concerted
efforts have led to 140 trusts under the Bank’s administra-
tion, worth a total of ¥15.3 billion and representing the
industry’s highest balance of trust assets.

Through a charitable trust structure, individuals, compa-
nies and other organizations entrust property to a trust bank,

which administers and manages these assets for the public
good. The function is similar to that of a public service cor-
poration, such as a foundation, but charitable trusts are less
expensive to maintain and facilitate flexible, efficient use of
funds. Moreover, charitable trusts satisfying certain criteria
are eligible for incentives, including reduced income and
inheritance taxes.

In addition, the name of the charitable trust can include
the name of the asset provider, so the generosity of contrib-
uting to public interests will be remembered favorably for
some time to come.

A Social Contribution Highlighting the Trust Bank Function

Scholarships
Scholarships are provided to domestic students
and exchange students whose desire to study is
compromised by difficult financial circum-
stances.

Promotion of Educational Activities
Financial assistance is provided for activities
that promote sports, culture, the arts and other
social education events for schools, youth, the
disabled and other groups.

Promotion of Art and Culture
Financial assistance is given to promote artistic
and cultural pursuits, including such artistic
forms as music, fine arts and industrial arts; cul-
tural surveys and research; efforts to widely
communicate and advance the arts; and preser-
vation and utilization of cultural assets.

Protection of the Natural Environment
Financial assistance is extended to organiza-
tions and individuals working, for example, to
safeguard exceptional natural environments at
home and abroad, protect species threatened
with extinction and promote national tree-
planting projects.

Promotion of International Cooperation,
International Exchange

Financial assistance is provided for activities
that support overseas economic and technical
cooperation and international exchange pro-
grams in such categories as education, science
and culture.

Town-Building Projects
Proceeds from the application of assets
entrusted by local government bodies, land
readjustment associations and other organiza-
tions are allocated to activities that help build
towns and establish and maintain urban
environments.

Academic Research
Financial assistance is given to research on the
natural sciences, such as medicine and technol-
ogy, and the humanities, and to cover the cost
of academic exchange at home and abroad.

Social Welfare Projects
Financial assistance is directed to individuals,
groups and social-welfare facilities that under-
take activities to improve social welfare in
Japan.
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Symphony Nature Protection Trust and Human Philanthropic Trust

Environment-Friendly Head Office

Climate change, acid rain, pollution and waste, depletion of

the ozone layer and other environmental problems become

more ominous with each passing year. Against this back-

drop, a trend is rapidly gaining strength among individuals

and corporate citizens to preserve the natural environments

to which they have a strong connection.

Chuo Mitsui Trust handles Symphony, a nature protection

trust for which dividends generated on funds donated by

clients in money trusts to protect nature help the Nature

Conservation Society of Japan undertake its activities. The

Bank also handles Human, a philanthropic trust that applies

dividends to society and the environment and allows con-

tributors to choose the Foundation for Earth Environment as

the recipient of these dividends.

Support for Environmental Conservation

Our new head office in Tokyo was completed in October

2000. The project was an environment-friendly effort right

from the design stage and a fundamental goal was to

construct a resource-conserving, energy-efficient building.

Consequently, the new head office is equipped with several

novel systems, including intermediate water installation,

which reuses wastewater from miscellaneous sources for

toilet cleaning, and an ice and water accumulation heating

system that enables daytime air-conditioning with electricity

accumulated at night and contributes to a leveling out of

electricity costs.

We are also encouraging recycling efforts and effective use

of resources. To this end, we implemented a sort-and-collect

system that separates office waste into eight groups, includ-

ing newspapers, magazines, office paper and vinyl and

plastic.

■ Structure of Symphony Nature Protection Trust

Individual, Corporation
 (Beneficiary/Beneficiary

of Principal)

Chuo Mitsui Trust
(Trustee)

1. Establish trust

3. Issue principal

 2. Issue dividends

  Nature Conservation Society
of Japan

 (Beneficiary of Dividends)
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Risk Management System

■ Compliance and Risk-Management System Overview
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Clarifies management strategies for all the Bank’s businesses and understands the status and 
characteristics of each risk type. With this knowledge, determines risk-management policy based on 
strategic goals and supervises appropriate risk-management system.

Credit control,
asset assessment
and write-off and
reserve audits

Basic Risk Management Policies

Progress in financial liberalization and internationalization, including deregulation and the

lifting of bans on certain operations, has given financial institutions promising seeds for new

business growth. But the opportunities have also presented financial institutions with risks

that are more diverse and complex than ever before.

Chuo Mitsui Trust’s position on this state of affairs is cemented by the Bank’s social

responsibility and its public mission as a financial institution, as well as its duty to maintain

suitable returns on investment. The Bank therefore assumes risk only within its strategic

objectives and risk-hedging capabilities and has established a risk-management system with

strategic goals grounded in the principle of self-responsibility, which in regard to risk man-

agement is to observe sensible risk-management practices and take only necessary risks to

derive higher returns.

Guided by this basic direction, Chuo Mitsui Trust strives to achieve a stronger system

under the supervision of the Board of Directors. The Bank will emphasize comprehensive

risk-hedging excellence to elicit greater finesse in its risk-management activities.

Overall Risk-Management Structure

Rules for Risk Management, as set forth by the Board of Directors, establish the Bank’s funda-

mental policy on risk management, including the types of risk requiring attention, the tech-

niques applied to hedge risk, and the structure and authority for risk control. The rules detail

the content of specific regulations in each area.

Chuo Mitsui Trust has prioritized six major risks: credit risk, market risk, liquidity risk,

operational risk, system risk and legal risk. The Corporate Risk Management Department
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supervises all risk-management efforts, but individual departments are assigned to each risk

category for tighter control of the risks specific to each area. The Bank also seeks to effectively

contain other risks, such as reputational risk.

On the organizational front, the Internal Control Executive Committee, which falls under

the authority of the Board of Directors, discusses risk-management policies prior to imple-

mentation and determines risk status. The Asset-Liability Management (ALM) Executive

Committee, also responsible to the Board of Directors, works toward a healthier business

foundation by pinpointing asset and liability status and reviewing investment operations and

other issues pertaining to assets and liabilities.

In addition, the Corporate Risk Management Department, which monitors all risk at the

Bank, supervises internal management and risk management activities and serves as the

secretariat for the Board of Directors and the Internal Control Executive Committee. This

department also looks into ALM efforts.

Credit Risk Management

Credit risk is the potential for the value of assets, including off-balance-sheet assets, to erode

or disappear altogether should a borrower’s financial conditions deteriorate and thereby bur-

den a financial institution with losses. Chuo Mitsui Trust strives to ensure the high quality of

assets and avert the unpredictable development of problem assets by strengthening its credit

risk management capabilities. The following systems and processes are employed.
●  Basic Policy
We drafted Rules for Credit Risk Management for blanket control of the credit risk that

infuses various credit-related operations, including loans, market transactions and off-balance-

sheet trading. We have also designated the Loan Planning Department as the supervisory unit

for all credit risk, including that carried by consolidated subsidiaries. This department main-

tains close ties with credit-related departments and consistently works to sustain and further

elevate credit-risk capabilities.
●  Strict Transaction Control
Credit supervision departments, which are independent from business promotion depart-

ments, meticulously monitor and maintain the credit risk on each transaction under respec-

tive departmental authority. A multifaceted perspective is applied, emphasizing fund

application, repayment capability and cash flow, as well as collateral status and corporate

client profitability. For major loan assessments, advisability of lending arrangements is pre-

sented to the Credit Appraisal Committee, where each transaction and the primary objectives

of the loan are discussed at the executive level.
●  Mid-Level Controls through Self-Assessment and Credit Ratings
With regard to securing quality assets, Chuo Mitsui Trust performs a two-stage self-assessment

based on Rules for Self-Assessment. In the first stage, branches, for example, conduct their

own evaluations, and in the second stage credit supervision departments execute inspections.

Self-assessment not only forms the foundation of accurate financial statements but also func-

tions as a mid-level management tool to readily perceive borrower-specific problems. When a

borrower’s credit is in question, the Bank implements strict controls under the guidance of

Credit Supervision Department V, based on Rules for Problem Assets.

Chuo Mitsui Trust fine-tunes its reviews of all corporate borrowers with a 13-level credit

rating system pegged to self-assessments. Credit ratings are also used to quantify internal

credit-risk models and as the basis of portfolio analysis through Monte Carlo simulations and

other evaluation methods.
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●  Independent Unit Confirmation of Risk-Management Activities
The Asset Quality Audit Department is separate from business and accounting departments

and independently confirms the status of credit controls, asset assessments and write-offs and

related reserves. This department audits credit risk management conditions, including the

credit rating system, and verifies the accuracy of credit risk management activities through,

for example, an examination of the process and the results of self-assessments, write-offs and

reserves. Reports are then submitted to the Board of Directors.
●  Improvement of Basic Supervisory Capabilities
The processes outlined above allow the Bank to take credit risk management to a higher level.

To raise the precision of first-stage assessments, which are undertaken on a daily basis, we

regularly put branch loan officers through graded training. We also organize analytical semi-

nars for credit-related departments to foster insight into the causes of bankruptcies and other

primary events that turn loans into problem assets. The results of analyses are applied to

lending operations.

Market Risk Management

Market risk is the possibility that the value of assets will fluctuate because of changes to such

factors as interest rates, foreign exchange rates and the price of marketable securities, and

thereby cause losses.
●  Market Risk Management Structure
The Bank’s market risk management structure hinges on the Corporate Risk Management

Department, which functions as a bankwide middle office independent from the front offices

that execute market-related transactions and the back offices that process the transactions.

Charged with risk oversight, this department monitors bankwide market risk and prepares

daily status reports. This department also works to elevate market risk management skills and

is responsible for supervising market analysis operations and the preparation of planning

proposals.
●  Management Techniques
The method used to measure market risk utilizes Value at Risk (VaR), which statistically

projects the maximum amount exposed to potential loss at an assumed frequency.

At Chuo Mitsui Trust, market risk is contained within a boundary defined by the Bank’s

risk-hedging capabilities. In addition, the Corporate Risk Management Department assesses

market risk, ensures that overall risk levels remain within established parameters, and reports

to the assigned director on a daily basis.

We maintain a structure that identifies and prevents potential risk at an early stage. Alarm

points and loss limits have been set to prevent the expansion of losses following a bad turn in

market trading, and the Corporate Risk Management Department tracks profits and losses.

Our position on strict risk-controlling practices is underscored by stress tests, which

hypothesize the maximum potential loss. We also perform back tests, which compare VaR

against actual losses, to ascertain the validity of VaR-based risk measurements. On a consoli-

dated basis, the VaR on trading transactions in fiscal 2000 moved within a range of roughly

¥30 million to ¥300 million (duration: one day; confidence interval: 99%), and out of 246

business days, daily losses exceeded the VaR on only one occasion. These results indicate that

the Bank’s VaR calculation model is sufficiently accurate to predict market risk.
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Liquidity Risk Management

Liquidity risk is twofold. In a cash-flow sense, liquidity risk bears the potential for losses

when a financial institution is unable to secure necessary funds owing to a poor financial

position, or when a financial institution is forced to acquire funds at blatantly higher interest

rates than usual. In a market sense, liquidity risk may precipitate losses when market turmoil

impedes a financial institution’s ability to complete transactions, or compels a financial

institution to fulfill transactions at prices noticeably more disadvantageous than usual.

On the cash-flow front, the Treasury Department is responsible for yen- and foreign-

currency-based financing, while the Corporate Risk Management Department handles the

inherent risk. This process ensures accurate identification of cash-flow risk conditions. Man-

agement of daily cash-flow risk has been strengthened since the launch of the Real-Time Gross

Settlement system by the Bank of Japan in January 2001.

On the market front, trading amounts are assigned for each transaction, based on such

factors as market scale and the Bank’s strategic objectives. The Corporate Risk Management

Department monitors compliance conditions to keep amounts within the assigned limits.

ALM Structure and Administration

Diversification and further sophistication of financial products, mirrored by progress in

financial liberalization and internationalization, has prompted yearly changes and greater

complexity in the balance-sheet composition of financial institutions. The introduction of

mark-to-market accounting will surely exacerbate the already complicated impact of fluctuat-

ing interest rates, foreign exchange rates, stock prices and other influences on profits. The

new accounting standard epitomizes the vital importance of controlling risks while ensuring

steadily higher returns.

Chuo Mitsui Trust works to pinpoint and analyze balance-sheet risks through a multi-

faceted approach that utilizes VaR, basis point value (BPV) and other measurements. The

Bank considers both on-balance-sheet and off-balance-sheet transactions, including deposits,

marketable securities and derivatives.

1 day

Confidence interval: 99%
Observation period: 3 years
Measurement technique: Monte Carlo

simulation

Trading transactions (consolidated)

April 2000–March 2001
(246 business days)

Above VaR: 1 time
Maximum: ¥305 million
Minimum: ¥ 28 million
Average: ¥113 million

VaR Calculation
  Duration:

Assumptions:

VaR Target:

Time Frame:

Basic Results:
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The ALM Executive Council meets regularly to discuss financial and economic forecasts

and results of analysis of risk conditions. The council reviews fund application and procure-

ment plans when necessary and controls the risks inherent in market transactions, such as

swaps.

Operational Risk Management

Operational risk is the possibility of losses caused by an accident, management error or dis-

honest actions. The scope of Chuo Mitsui Trust’s operations goes beyond regular banking

operations and encompasses a range of businesses that includes asset management and admin-

istration, pension and real estate operations, and stock transfer agency services. Consequently,

the Operations Administration Department and each operating department are required to

identify, control and terminate operational risks in each business area.

Two methods are used to contain operational risk. First, we establish rules to prevent the

potential for problems and ensure compliance. Second, we clarify ways to deal with risk—

should it emerge—and implement a system for monitoring and reporting the appearance of

risk. The Corporate Risk Management Department is the supervisory unit that regulates

bankwide rules and preserves the compliance environment.

To better quantify risk and suitably apply this knowledge to internal controls we are, for

example, working to identify areas where operational risk lurks. These efforts will contribute

to a stronger risk-management structure.

System Risk Management

Greater implementation of computer systems at financial institutions has become a noticeable

trend in recent years, paralleling progress in information technology. While such systems are

indispensable in providing high-level services, they bring a certain vulnerability to operations

in that a system failure, such as a computer crash or incorrect operation, or illegal access to

the Bank’s computers could cause losses, as could the destruction or unauthorized disclosure

of privileged information. Acknowledgement of such risk and measures to counter it are

imperative.

Chuo Mitsui Trust maintains a backup center and has formulated various methods to

safeguard its systems against breakdowns and interruptions caused by natural disasters. For

example, we keep important data in a secondary location. We have also installed duplicate

communication lines and ensure a constant flow of electricity to the computer center with an

on-site power facility. As added precautions, contingency plans are in place to keep business

moving even in the event of a catastrophe, and formats, manuals and other guides have been

established to guarantee the privacy of client information.

A number of our services are now available through the Internet. We have thus erected

firewalls and utilize other high-level network technologies, such as encryption, to prevent

unauthorized access to our systems from outside.
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Legal Risk and Reputational Risk

Legal risk carries the potential for losses when the legal aspects of transactions cannot be

settled or when compliance is incomplete. The Legal Department is the supervisory unit for

managing legal risk and the compliance structure. Inspections by the Legal Department

complement concise reporting and processing rules to handle complaints and incidents, and

help us eliminate legal risk. We also undertake various measures, such as distribution of the

Compliance Manual to all employees, to encourage a corporate atmosphere conducive to

compliance.

Reputational risk is the possibility that unfavorable evaluations will lead to losses. To block

such risk, the Bank is reinforcing the transparency of its operations through aggressive disclo-

sure practices. For example, we are strengthening investor relations activities, and we sched-

ule opportunities, such as information meetings, to provide investors with pertinent news. We

also produce a disclosure statement for clients and make it widely available through several

channels, including our web site.

To deal with disputes between clients and the Bank, but ideally to head off such discord

before it arises, Chuo Mitsui Trust established the Customer Service Office. We expect this

office to accentuate the services we provide.

Inspection Structure

Chuo Mitsui Trust works to fortify its inspection structure and thereby validate the suitability

of the risk-management structure outlined in this annual report. Specifically, the Inspection

Department implements an annual check of all branches and departments, and each location

undertakes a semiannual internal check. Similarly, the Systems Sector receives an audit by the

Inspection Department once a year and conducts an internal check twice a year.

The Inspection Department regularly reports the results of its audits to the Board of

Directors and the Internal Control Executive Committee. This information helps the executive

team determine the status of risk management and ascertain that suitable administration

practices prevail at the Bank.
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■ Compliance System

Opinions and 
reports dealing 
with compliance

Responses

Responses Responses

Opinions, inquiries, 
reports
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reports Opinions, inquiries, 

reports
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Discussion regarding inspection methods

Board of Directors

Internal Control Executive Committee
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Dept.

Corporate
Auditors

Board of
Corporate
Auditors

 Departments and branch managers (People responsible for compliance)

Departments, Branches
Compliance officers (People responsible for internal controls)

Discusses and submits reports to the Board of Directors on 
matters dealing with compliance

Internal
audits

External audits

Investigation 
result report

Inspection 
Dept.

Auditing
Corporation

Verification
of compliance
status

Conferences, including trainingPersonnel
Planning

Dept.
Business

Departments

Reports on monitoring results

Board of Directors: Formulates basic policy and compliance guidelines to enforce 
          observance of laws and ordinances (i.e., Rules of Compliance)

● Creates Compliance Manual and approve required revisions 
● Creates Compliance Program and approve required revisions
● Identifies and assesses the status–progress and achievements–of the Compliance Program

Legal Dept.: Supervisory unit for compliance status
● Prepares basic policy and compliance guidelines; 

draws up amendments
● Drafts Compliance Manual; draws up revisions
● Performs legal check on new businesses and new 

products
● Sets up Compliance Program; draws up revisions
● Follows up on progress achieved through the Compliance 

Program
● Ensures widespread knowledge of compliance-related 

news and information, including basic policy, the manual 
and the program

● Provides the final word on legal inquiries related to compliance

Trust banks accept funds from the people and in turn facilitate a steady flow of funds for various
financial purposes that ultimately benefit the economy. Because trust banks seek to utilize their
trust function in satisfying diverse market needs, these financial institutions carry a particular
social responsibility and a public mission to contribute to the development of the national
economy.

But unfolding liberalization, deregulation and other finance-related developments require all
financial institutions to wholeheartedly embrace the principle of self-responsibility in conducting
business. Efforts to comply with prevailing laws and ordinances and the establishment of a
structure that ensures compliance have assumed paramount importance.

Against this backdrop, financial institutions are expected to operate as private corporations with
their social obligations and public missions evolving onto a higher plane. Fulfillment of this dual
designation is a prerequisite to securing the unwavering trust of clients and society as a whole.

Sound and appropriate management is indispensable in the effort to sustain and further elevate
the level of trust accorded to us by the market. Such management status is grounded in the prin-
ciple of self-responsibility, which demands rigorous self-discipline. From this perspective, compli-
ance is one of the most important management issues at Chuo Mitsui Trust and one that the Bank
will continue to uphold.

Supervision of the Bank’s compliance status is the responsibility of the Legal Department, which
has promoted several measures to reinforce the compliance structure. For example, the department
formulated Rules of Compliance, which establish a basic policy on business ethics and provide
guidelines governing the conduct of all employees, including executives, as well as Rules for
Compliance Management, which lay down criteria related to compliance conditions at the Bank.
The content of these rules is reviewed when necessary. The department also oversees compliance-
related training, monitoring and other efforts that enhance our response to compliance issues.
Another support mechanism is the Chuo Mitsui Trust Compliance Manual, a detailed handbook
that everyone at the Bank is encouraged to study. The manual is revised as necessary to reflect
monitoring results and other useful data.

We regularly outline bankwide schemes under our Compliance Program, a concrete action
agenda that is complemented by the independently designed plans of branches and head office
departments to ensure the highest level of compliance.

Through the activities described above, Chuo Mitsui Trust is building a reliable business
foundation based on the principle of self-responsibility, and warrants the trust of society.

Compliance


