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Overview of the Electronically
Recorded Monetary Claims

v' The Electronically Recorded Monetary Claims System is a means of settlement
that can record electronically the issuance, transfer, collateralization, and

guarantee of credit.
Overview of the ERMC

ERMC records conditions for inter-company payment
electronically.

A payer firm and a payee firm can decide the dates of
issuance and maturity of ERMC by mutual consent.

At the recorded maturity, funds are automatically
withdrawn from the account of a payer firm, and
transferred to the account of a payee firm.

The payee firm (obligee) can utilize ERMC for financing.

v' by transferring the ERMC to other companies
v' by selling the ERMC to financial institutions
v" by using the ERMC as collateral

Recently this system is drawing considerable attention
in Japan, because it is a useful financing tool for SMEs,
which have only small amount of collateral.

The system can solve issues associated with payment
of cash and checks, such as loss and theft.
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The Significance of Introducing ERMC

Previous Inter-Company Settlement
Existing inter-company payment mechanisms require either the payer or the payee
firm to finance before cash collection.

However, SMEs with less assets for collateral have difficulties in financing.
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The Significance of Introducing ERMC

Inter-Company Settlement after Introduction
of ERMC

Electronically Recorded Monetary Claims System enables monetary claims to be transferred in a
more timely manner and efficiently.

Companies can solve their financing problems by presenting the ERMC as collateral to financial
institutions.
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The Present Situation and Challenges for Improving

Transactions in Asian nations

eIn Asian countries, the ratio of SMEs is high, and economic growth requires development of SMEs.
However, means of financing is not fully offered to SMEs in Asian countries at present. In relation to
Japanese companies, local financing is not necessarily easy for small Japanese firms in particular, and there
were cases where they had troubles in transactions with local firms.

Transactions between a Japanese firm (local branch) and a local firm
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Each stakeholder's challenges in local transactions

A) The need for policy measures to promote
further expansion of SME’s operations

B) Challenges for local financial institutions
- lack of credit information
C) Challenges for local firms
-lack of collateral, etc
D) Challenges for Japanese firms in overseas

-not easy to have funding from local financial
institutions

Steps for Introducing Electronically Recorded Monetary Claims
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Deals thru EMRI in Japan

Settlement between Japanese firms
in Japan and firms in overseas by
using the ERMI system in Japan
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The Current Situation and Challenges

e The research was conducted in Indonesia,Vietnam
and Cambodia in November-December 201 1.
|.The conformity of infrastructures to ERMC in each country
Settlement/IT infrastructure — in the process of development
(Cambodia)
Development of the legal system for collateral — in progress
2. Financing needs are very high in all three countries.
3. Inter-business credit is still in the developmental process.
<shortage of collateral (Indonesia)

4.New ideas to use the ERMC system for securitization and credit
information

The introduction the ERMC system to each country will
contribute to the development of corporate finance

system in the country.

Thank you for your attention.
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