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The consumer fi nance companies of the Promise Group are subject to 
the provisions of the Money Lending Business Law, Capital Subscrip-
tion Law, and Interest Rate Restriction Law.
     The Money Lending Business Law was passed in December 2006 
as a business oversight law under the jurisdiction of the Financial 
Services Agency for the purposes of ensuring the proper operations 
of moneylenders and protecting the interests of borrowers. The fi nal 
stage of this law and the partial amendment of the Capital Subscription 
Law and the Interest Rate Restriction Law were enforced on June 18, 
2010. With all provisions now in effect, moneylenders must comply 
with a higher standard for fi nancial soundness (net assets of at least 
¥50 million), a requirement to provide borrowers with certain docu-
ments in advance, a restriction on total credit extensions, and a lower 
maximum interest rate.
     In this diffi cult operating environment, the fi nancial performance 
and business operations of the Promise Group are vulnerable to the 
following laws and regulations as well as other business-related risks.

Risk Concerning Restriction on Total 
Credit Extensions

The restriction on total credit extensions establishes a limit on credit 
extensions to one-third of each borrower’s annual income. Money-
lenders that extend loans to individuals are required to use personal 

credit information held by designated credit information institutions.* 
This information is needed to check for loans from other companies, 
the total amount of loans outstanding, and other items before ap-
proving new loans.
     To confi rm annual income, all moneylenders are currently asking 
customers to submit proof of income. As a result, there will probably 
be instances in which even creditworthy customers will be unable to 
obtain additional loans because total credit extensions already exceed 
one-third of their annual income. For customers who already have 
loans that exceed the new limit, moneylenders will be forced to lower 
total credit extensions to less than one-third of the borrower’s annual 
income. This will restrict transactions with these borrowers to only 
loan repayments until the total falls below the maximum amount al-
lowed. This will cause a decrease in total consumer loans outstanding.

*Designated credit information institution
Designated credit information institutions fulfi ll the role of limiting mul-
tiple indebtedness and preventing excessive credit extensions by managing 
credit information and performing other tasks. Two organizations have been 
approved: JICC, which is associated with the consumer fi nance industry, and 
CIC, which is associated with the sales fi nance industry. These two credit bu-
reaus are required to exchange loan balance data and other personal credit 
information with each other.
     The following mutual information exchange network is used for the ex-
change of personal credit information with other credit information bureaus.

Financial Information Network (FINE)

Japan Reference Center
Information Corp. (JICC)

Credit Information Network (CRIN)

Primary members: Consumer credit 
companies, consumer finance companies, 
credit card companies owned by retailers, 
banks or manufacturers, financial 
institutions, loan guarantee, and leasing 
companies

Credit Information
Center Corp. (CIC)

Primary members: Consumer credit 
companies, credit companies

Personal Credit Information
Center of Japanese Bankers Association

Primary members: Financial institutions

The Financial Information Network (FINE) is a 
network for communications between JICC and 
CIC, which was established in accordance with 
the designated credit information institution 
system created by the Money Lending Business 
Law. FINE provides the framework for allowing 
moneylenders to accurately determine each 
customer’s total loans outstanding. 
Moneylenders are required to exchange personal 
credit information, specific information, and 
other information regarding loan balances. 

The Credit Information Network (CRIN) is a 
network for exchanging credit information 
among JICC, CIC, and the Personal Credit 
Information Center of the Japanese Bankers 
Association. This network is used only for credit 
information held by these credit information 
agencies that is associated with overdue 
payments, lost or stolen personal identification 
documents, comments about credit applications 
by individuals with the same name as for an 
existing credit information entry, and other items.

Source: JICC’s Website

Summary of Mutual Personal Credit Information Sharing Network



Risk Concerning Interest Rate 

The fi nal stage of enforcement of money lending-related laws lowered 
the maximum interest rate from 29.2% to the limits imposed by the 
Interest Rate Restriction Law. The new limits are 20% for principal of 
less than ¥100,000, 18% for principal of more than ¥100,000 but less 
than ¥1 million, and 15% for principal of ¥1 million or more.
     The Promise Group is complying with this restriction by offering 
loans with interest rates at or below the Interest Rate Restriction 
Law limit to new customers. For current customers, Group companies 
are lowering interest rates on loans in accordance with the status of 
customer relationships. If an amendment or other revision results in 
a further reduction in the Capital Subscription Law or Interest Rate 
Restriction Law maximum interest rate, there may be an impact on the 
Group’s performance and business operations.

Risk Concerning Interest Repayment 
Claims

The Promise Group has prepared for the possibility of an increase in 
interest repayment claims by establishing, in the fi scal year ended 
March 31, 2010, allowances totaling ¥311,076 million associated with 
these claims. Interest repayment claims exert pressure on operating 
income. The volume of interest repayment claims at the Group is still 
high and there may be an unexpectedly large increase in these claims 
if Japan’s Supreme Court reaches a new verdict that is unfavorable 
for moneylenders. If an unexpectedly large increase in claims 
occurs, there may be a signifi cant negative impact on the Group’s 
performance and business operations.

Risk Concerning Fund Procurement

The Promise Group has a basic strategy of procuring mainly long-
term funds in order to minimize exposure to risks associated with the 
procurement of funds. The Group uses a variety of direct and indirect 
procurement channels, including loans from fi nancial institutions and 
bond issues in Japan and other countries. In addition, other measures 
are used to maintain the stability of fund procurement activities while 
holding down costs. To minimize exposure to the risk associated with 
an increase in interest rates, the Group’s fundamental policy is to 
procure funds with fi xed interest rates. Interest rate swaps are used to 
convert fl oating rate debt to fi xed-rate debt. To hedge risks associated 
with exchange rate volatility, the Group uses currency swaps for funds 
procured in foreign currencies.
     Currently, the Promise Group has no diffi culty in procuring funds. 
However, an alternation by fi nancial institutions to their lending 
policies due to turmoil in fi nancial markets, a decline in earnings at 
the Promise Group, an increase in market interest rates, or a reduc-
tion in Promise Group ratings by credit rating agencies may cause the 

environment for fund procurement to worsen far more than could be 
envisioned. Any of these events may increase the cost of procuring 
funds.

Risk Concerning the Group’s Strategy

The Promise Group has a strategy of using alliances and other forms 
of cooperation with SMFG and other business partners. However, a 
rapid change in market conditions or other events may prevent this 
strategy from producing benefi ts as planned.
     In addition, the Promise Group acquires companies and forms 
business alliances that include mutual equity investments as one 
means of increasing corporate value and may take similar actions in 
the future as well. When reaching decisions involving acquisitions 
and alliances, care is exercised to avoid risk by performing thorough 
due-diligence concerning the business operations and fi nancial condi-
tion of prospective acquisitions or alliances, contract terms, and other 
items. However, there may be a brief negative impact on the Group’s 
performance, or the acquisition or alliance may not produce benefi ts 
as expected due to the need to make substantial investments, amor-
tize goodwill, or take other actions.

Other Risks

Other risks that the Group is exposed to include, but are not limited 
to: signifi cant litigation and other legal proceedings, management of 
personal data and compliance with the Private Information Protection 
Law, computer system troubles, country risks, and so on.
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