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of'legislation was largely inspired from the American Securities and
Exchange Law.

Japan's Securities and Exchange Law was adopted in the mid-
dle of a movement for the democratization of the securities and
exchange business and disbandment of the Zaibatsu (financial group
alignment). With the advent of the Law, all companies listed on a
stock exchange became subject to audit and certification of their
financial statements by an independent public accountant having no
direct interest in the company.

The new audit and certification requirement under the Securities
and Exchange Law made it necessary to put the corporate accounting
and audit systems in viable condition. The following rules and
regulations were issued accordingly: in July 1949, Financial
Accounting Princip/es and in September 1950, Audit Standards and
Working Ru/es ofField Work.

Based on these rules and standards, Ru/es on Terminology,
Form and Procedures for Preparation ofFinancial Statements and
Ru/es for Audit and Certification of Financial Statements became
effective in January 1951. The audit of companies listed on a stock
exchange started in July 1951. At that tune, there were more or less
450 companies subject to audit, and the number of Certified Public
Accountants was less than 400 1=

In the beginning, auditors were putting the emphasis on the
role of internal control and internal audit systems as checks on the
reliability of the accounting system. Therefore, audits were partially
carried out through unique methods. In December 1956, the Audit
Standards were amended. The Working Rules ofField Work were
also entirely revised and Audit Reporting Standards were put into
effect. The full-scale audit of financial statements started in January
1957.

The Certified Public Accountants system experienced ups and
downs in line with the expansion of companies and the ensuing
increase in the number of companies subject to audit. The system
thus began to take root in society.

12Nihon  Konin Kaikei-shi Kyokai (The Japanese Inslitute of Certiiied Public
Accountants). Konin Kaikei-shi Seido no Aywni (The 1/istory of CPA System i Japan), 1983, 12















































































































































































































































