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Basel II (Implemented in the fiscal year 2006)

The Basel II framework set out new regulations for calculating
the capital adequacy ratio of financial institutions.

In light of the recent progress of financial institutions’ risk
management practice and advances in financial technology, the
Basel II framework seeks to assess more precisely the risks that
financial institutions face as well as to promote improvement of
their risk management capabilities.  

•Keyword 1: Three Pillars
The three pillars of the Basel II framework are based on the

following three perspectives:
1) The minimum required capital which is stipulated in the

First Pillar;  
2) Self-management by financial institutions and validation process

by supervising authorities which are stipulated in the Second Pillar; 
3) Information disclosure standards for boosting the effectiveness

of market discipline which are stipulated in the Third Pillar.

Financial Instruments and Exchange Law
(Implemented in September 2007)

The Financial Instruments and Exchange Law (the “FIEL”) is
the legislation enacted for the purpose of securing the functioning
of markets toward shifting “from savings to investment” and pro-
moting more globalized financial and capital markets. The FIEL
seeks to strengthen user (investor) protection rules and improve
user convenience by developing a cross-sectoral legal system which
covers a wide scope of financial instruments with strong invest-
ment purposes. 

•Keyword 2: Suitability
One pillar of the FIEL is the “Principle of Suitability.” The

FIEL requires financial institutions to sell financial products suited
not only to investors’ knowledge, experience and financial situa-
tion, which had been specified under the previous Securities and
Exchange Law, but also to their objectives.

Internal Control Report System
(Implementation started in the fiscal year 2008)

The Internal Control Report System (the Japanese version of
the Sarbanes-Oxley Law, “J-SOX Law”) is stipulated under Article
24-4-4 of the FIEL (System for Ensuring Appropriateness of
Statements on Finance and Accounting and Other Information).
The FIEL requires listed companies to submit an Internal Control
Report and to undergo audit by an external auditor concerning the
Internal Control Report.

•Keyword 3: Internal Control Report
Management is responsible for appropriate development and

implementation of internal control with regard to financial report-
ing. When making evaluation of the effectiveness of internal con-
trol, management must also decide on the policy and scope for the
evaluation and formulate a plan. Further, they are required to eval-
uate the state of the development and implementation and to pre-
pare and submit an Internal Control Report. 

Governance Report Changes in Business Environment and 
Our Initiatives 
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•P. 30-31
Corporate Governance, Internal Control

This section describes that the essence of the trust business
(“Confidence and Integrity”) and Sumitomo’s basic business prin-
ciple (“Placing Prime Importance on Credibility and Sound
Management”) comprise the basic policy of Sumitomo Trust and
the platform of corporate governance.

It presents an overall picture of our corporate governance
framework and internal control activities for the purpose of speed-
ing up decision making and business execution processes with an
executive officer system and a business group management system
as the core.

•P. 32-33
Compliance Structure, 
Fulfilling Accountability to Our Customers

These sections describe how Sumitomo Trust regards the
ensuring of compliance as a core element of its management strate-
gy, in terms of both offense and defense, and gives first priority to
the development of an environment that allows our officers and
employees to behave with honesty and fairness. 

They explain our philosophy and action concerning customer
protection toward improving business operations on the basis of
customer feedback and improving customer satisfaction while
complying with suitability requirements under the FIEL and carry-
ing out thorough information provision in an appropriate manner. 

•P. 34-36
Risk Management, Capital Management

These sections explain the types of our management risk, the
outline of risk management framework, and policy and system
concerning capital management. 

They introduce measures to adapt to new legal and regulatory
frameworks, including the Basel II framework and the FIEL, as well
as efforts to establish a risk management system that can respond
flexibly to changes in the business environment by strengthening the
functions of managing risks whose importance has grown relatively
following the breakout of the U.S. subprime mortgage problems.

•P. 37
Management of Information Disclosure and 
Internal Auditing

This section presents our philosophy and action to disclose
information in a fair and timely manner.

It explains our efforts aimed at ensuring and improving the
effectiveness of internal auditing. 

•P. 38
Effort to Enhance Customer Satisfaction

This section presents our philosophy and action to enhance
customer satisfaction through the PDCA (Plan-Do-Check-Action)
cycle, which starts with checks of customer feedback.

•P. 39-40
Personnel that Support Sumitomo Trust

This section describes our initiatives to respect individuality,
encourage self-reliance and the will to take on challenges, and pro-
mote an open corporate culture and human resource nurturing
through fair evaluation and appointment.

•P. 41-42
Corporate Social Responsibility Management

“Sumitomo’s business must benefit not only Sumitomo itself
but also the nation and society in general” — Teigo Iba, Second
Director General of the Sumitomo Family Enterprise.

This section introduces some of our efforts aimed at both con-
tributing to the sustainable growth of society and enhancing our
own corporate value, with this quotation as our basic philosophy.




