Management’s Report on Internal Control Over

Financial Reporting (Translation)

Matters relating to the basic framework for
internal control over financial reporting
Management, with the participation of Yoshitaka Kitao,
Representative Director, and Shumpei Morita, Chief Financial
Officer, are responsible for the design and operation of the
internal control over financial reporting prepared by SBI
Holdings, Inc. (“the Company”). The Company’s internal
control over financial reporting of the consolidated financial
statements is designed and operated effectively in accordance
with the basic framework of internal control set forth in the
report “On the Revision of the Standards and Practice
Standards for Management Assessment and Audit Concerning
Internal Control Over Financial Reporting (Council
Opinions)” issued by the Business Accounting Council.
Internal control may not necessarily respond to unex-
pected changes in internal or external environments when
controls were designed for non routine transactions. Internal
control cannot provide absolute assurance with respect to the
achievement of objectives, which can prevent or detect mis-
statements, due to the following inherent limitations, but it
aims at achieving the objectives to a reasonable extent with
the organized and integrated function of individual compo-
nents as a whole

Matters relating to the scope of assessment, the basic
date of assessment and the assessment procedures
The assessment of internal control over financial reporting
was performed as of March 31, 2013, which is the end of this
fiscal year. The assessment was performed in accordance with
assessment standards for internal control over financial report-
ing generally accepted in Japan.

In conducting this assessment, we evaluated internal con-
trols which may have a material impact on our entire financial
reporting in a consolidation (“company-level controls”). Based
on that, we appropriately selected business processes to be
evaluated. When we assessed internal controls of the selected
business processes, we analyzed them and identified key con-
trols that may have a material impact on the reliability of the
Company’s financial reporting, and assessed the design and
operation of these key controls. These procedures have
allowed us to evaluate the effectiveness of the internal controls
of the Company.

The scope of evaluation for internal control over financial
reporting was adequately set from the perspective of the
degree of quantitative and qualitative impact on the reliability
of financial reporting presentation and disclosure. Therefore,
based on the results of assessment of company-level controls
of 37 subsidiaries and associates (including 1 equity-method
associate) which represent all the significant locations

or business units, in principle, management determined the
reasonable scope of assessment. Management eliminate sub-
sidiaries or affiliates from the scope of assessment that are
found to have little relevance of the degree of quantitative and
qualitative impact on the reliability of financial reporting.

When evaluating process level controls, based on the
effectiveness of company level controls, we selected significant
locations or business units. Specifically, the significant loca-
tions or business units are selected in descending order of total
assets until their combined amount reaches approximately
two thirds of the total consolidated assets. In the significant
locations and business units selected, all business processes
which impact the accounts that are closely associated with the
Company’s business objectives are included in the scope.
Further, not only at selected significant locations and business
units but also at other locations and business units, we added
to the scope of assessment, as business processes having
greater materiality considering their impact on the financial
reporting. The accounts within the scope are “Operating reve-
nue,” “Operating cost,” “Cash segregated as deposits,”
“Margin transaction assets,” “Operational investment securi-
ties,” “Margin transaction liabilities,” “Deposits from custom-
ers,” “Guarantee deposits received,” and so on.

In addition, Hyundai Swiss Savings Bank Co., Ltd. and its
subsidiaries (“the Banks”) were not included in the scope of
assessment. As a result of the acquisition of the stock on
March 26, 2013, the Banks became our subsidiaries immedi-
ately prior to the end of this fiscal year. Considering the scale
of the Banks, the assessment of internal control about the
Banks require a long-term, and it seemed impossible to com-
plete the assessment by the board of directors’ approval for
the financial reporting of this fiscal year. In the result, we con-
sidered this event as a case in which sufficient assessment pro-
cedures for a certain part of the internal control were not able
to be performed due to unavoidable circumstances.

Matters relating to the results of the assessment

We were not able to perform a part of the assessment proce-
dure as the above, but we concluded that the Company’s
internal control over financial reporting was effective as of the
end of this fiscal year.

Supplementary Information
Not applicable

Special Information
Not applicable
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