Act to Partially Amend the Certified Public Accountants Act
and the Financial Instruments and Exchange Act Outline

The amendments would establish a system for certified public accountants (CPAs) that would contribute to ensuring

the reliability of audits and to bringing out and cultivating CPAs' abilities,

developments surrounding audits.

in light of economic and social

Ensuring the Reliability of Audits

Registration System for Auditors of Listed Companies

Background: A broadening base of audit firms undertaking listed companies' audits
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® Alegal framework would be established requiring auditors of listed companies to
register. [Article 34-34-2 and other provisions of the CPA Act]

FYE June 2020

® Eligibility would be verified by the Japanese Institute of Certified Public Accountants
(JICPA) at the time of registration. [Article 34-34-6 of the CPA Act]

® A registrant would be required to maintain proper operations and management.

(e.g. Adoption of the Audit Firm Governance Code and enhancement of disclosures)
[ Article 34-34-14 of the CPA Act]

*  Listed companies would be required to be audited by registered audit firms.
. [Article 193-2, paragraphs (1) and (2) of the Financial Instruments and Exchange Act]

Monitoring by the Certified Public Accountants and
Auditing Oversight Board (CPAAOB)

® The CPAAOB's authority for monitoring (e.g. inspections) would be amended.
[Article 49-4, paragraph (2) of the CPA Act]

Bringing Out and Cultivating CPAs’ Abilities

Modification of Restrictions That Are Based on Marital
Relationships
Background: Increase in dual-earner households, growing scale of audit firms

® The coverage of these restrictions would be narrowed to the partners participating
in each audit. [Article 34-11, paragraph (1) of the CPA Act]

(Under the current regulations, these restrictions cover all partners, regardless of whether or not the partnerin
question is participating in the audit.)
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»  Work location would be added as an item to be registered for CPAs in business.

= The period of practical experience required for eligibility would be revised (from two years to three years).
[Article 3 of the CPA Act]

»  Provisions on disqualification would be introduced for CPAs not engaging in continuing professional
education. [Article 21 of the CPA Act]
»  Accounting education activities by the JICPA would be strengthened.

(Accounting education activities would be added as an item in the JICPA's constitution.)

[Article 17 of the CPA Act]

[Article 44, paragraph (1) of the CPA Act]
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