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July 22, 2008

Dear Mr. Honda—

Recently, the Committee of Sponsoring Organizations of the Treadway Commission (COSO), a
globally recognized organization for providing guidance on governance, risk, controls, fraud,
ethics, etc. issued a draft of its Guidance on Monitoring Internal Control Systems. This latest
COSO Guidance is designed to help organizations monitor internal control in compliance with
applicable regulatory requirements. (see www.c0s0.0rg)

| understand from Dr. Larry Rittenberg, COSO Chairman of the Board, and my colleague Dr.
Sridhar Ramamoorti, who both visited Tokyo in March 2008, that Japan has adopted new internal
control regulations starting on April 1, 2008. As such, | would venture to suggest that many
organizations in Japan will benefit considerably from the exposure draft of the forthcoming
COSO Monitoring Guidance.

Regardless of an organization’s size, structure or industry, more efficient monitoring saves
resources and money, and reduces inefficient year-end testing, positively impacting the bottom
line. At the same time, strong monitoring practices identify risks and allow firms to improve their
control systems to address these risks. The COSO Guidance provides broad direction that will
help organizations to:

« identify good monitoring practices and leverage those already being used,

« reduce redundancies in risk management and control processes,

« recognize inefficiencies and weaknesses in the internal control system,

» embed effective monitoring into everyday practice, and

* most importantly, allow organizations to gain assurance that their internal control systems
continue to operate effectively over time.

Over the last 18 months, in the process of leading the COSO Monitoring project authoring team, |
have come away with a strong conviction that internal controls represent the very DNA of an
enterprise, and a robust process of monitoring ensures that an organization continues to exploit
upside risk (opportunity) successfully while simultaneously managing downside risk as well.

My colleagues and | remain grateful to you for arranging a competent Japanese translation of the
COSO Monitoring exposure draft despite an aggressive timeframe. While this is only an
exposure draft, the final version is unlikely to be significantly different. Hence, organizations
that study this exposure draft carefully and think about the concepts and examples in it will gain a
head-start in implementing an effective monitoring program within their respective organizations.

Should you or others come across any terms that are difficult to understand, interpret or
implement, please do not hesitate to reach out to me and my team. We are keen to make this
principles-based COSO Monitoring Guidance as universally applicable and useful as possible,
and would be glad to provide the necessary assistance in furnishing responsive descriptions,
explanations, interpretations and illustrations.

Sincerely,
R. Trent Gazzaway, COSO Monitoring Project Leader

Managing Partner of Corporate Governance
Grant Thornton LLP, Charlotte, North Carolina, USA
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