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Message from Chairman and President

hen T assumed the office of JICPA Chairman and
President, I introduced "Engage in the Public

Interest” as the new tagline, hoping CPAs to
respond promptly to the diverse expectations from the public.
Over the last three years in office, I have particularly focused on
strengthening credibility of capital markets, enhancing
corporate governance, improving accounting infrastructure in
the public sector and not-for-profit sector, attracting best and
brightest to the accountancy profession, and raising the profile
of our members in global business arena. For all of these areas,
JICPA has made substantial progress. The key accomplishments
and events presented in this report are clear testaments to our
commitment to respond propetly to the dynamic transforma-
tions, so that the integrity of the profession is upheld and the
sound socio-economic development is achieved.

On top of the measures in strengthening quality control reviews
and raising the quality of audits provided by members, JICPA
was instrumental in ensuring the implementation of the
Corporate Governance Code enacted in June 2015. The Code
was designed to enhance dialogue between companies and
investors for supporting sustainable corporate growth over
mid-to long- term. It is also intended to serve as a catalyst for
improving communication between corporate management and
auditors as well as Kansayaku (Audit and Supervisory Board
Members), and as such, when implemented successfully, it will

JICPA Annual Report 2016

have a significant influence on achieving high-quality audit.
With the coming of the big data era and the development of
Artificial Intelligence, the ways corporations do their businesses
have considerably transformed, and in turn, the need for
professional accountants to adapt to the new technologies and
stay ahead of the curve has greatly amplified. In order to assist
members to excel in ensuring quality audits, JICPA has
published a report on the use of IT in audit and how the new
technologies could transform the audit approaches in future in
March 2016.

Setting our goals high on achieving quality audit and enhancing
the profession, JICPA looks ahead for even greater heights in
championing quality audits.

Disclosure of the non-financial information representing the
value of an enterprise not captured in the financial statements,
particularly the integrated reporting, has gained momentum.
Grounded on our understanding that the accounting profession
is best placed to assist integrated reporting, JICPA published a
research report on good practices of integrated reporting
around the world in May 2015, and has contributed to the
discussions at International Integrated Reporting Council
(ITIRC), which held its Council meeting in Tokyo in December
2015.

With the call for more transparency and accountability in
public and not-for-profit sectors intensifies, and the advance-
ment of Japanese companies to new frontiers in Asia, particu-
larly among small and medium-sized entities, invigorates, our
members are also called on to make the greatest possible
contribution as experts in practice in these areas. To support
members in fields, JICPA has published a number of guide-
lines, provided training courses, and shared leading research
with members to ensure our members are well prepared and
equipped with the professional competence and skills necessary.

Facing an upward trend of the need for quality accountancy
profession in Japan, it is our top priority to enhance the
attractiveness of CPA profession in order to secure best and
brightest talents who will lead the profession in future. In doing
so, JICPA has taken a variety of measures, including the
running of introductory accounting education programs in
schools and broadcasting promotional videos and radio
programs targeting younger generations. To achieve widespread
recognition of the importance of accounting and auditing in
our society as a whole, JICPA has compiled a research report on
financial literacy and fundamental accounting education
initiatives in March 2016, which is to be implemented from the
following year. Gender diversity has been an important

challenge for the institute over several decades. With the first
female Chairman and President, Aiko Sekine, to be in office
from July 2016, I look forward to a progress in the initiative
launched this year in supporting women in workplace and
addressing issues such as balancing work and family so that the
profession can attract more female candidates.

Another milestone for JICPA during the past year was JICPA’s
admission into the ASEAN Federation of Accountants (AFA) as
an associate member. ASEAN and Japan have enjoyed a very
strong friendship for many years based on mutual trust in
various aspects. AFA membership will certainly pave the way
for a new partnership in achieving professional excellence in
Asia. During my term in office, I put a priority on creating a
network of communication and building mutually beneficial
relations with professional institutes across various regions. I am
confident that these alliances will provide more diverse
opportunities to our members globally, and assist raising the
standing of the JICPA as a leading institute in the region.

In March 2016, the Advisory Council on the Systems of
Accounting and Auditing established under the Financial
Services Agency of Japan published a report on recommenda-
tions on initiatives necessary to ensure confidence in audit. The
recommendations included discussions on the governance code

for audit firms, increased transparency in auditors report, and
independence of auditors, including the audit firm rotation
system. All these discussions will significantly impact the
landscape of our services and we must work together to achieve
our goals in safeguarding the public interest.

As JICPA moves forward to another promising year, I am
convinced that the new leadership will bring our agendas
further ahead and achieve greater outcomes through capitaliz-
ing on various talents, professional expertise, and above all,
bringing sincere dedication and commitment to elevate the
profession to the new heights.

I wish to thank you for your continuing understanding and
support, and look forward to another year of great triumphs.

Chairman and President 2013-2016
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/ ‘i?_:' AW To uphold the professional ethics of members by developing the code of ethics
/ ’ for accountancy profession and promoting compliance with the code

To design and implement various measures to improve the quality of services

Deputy Presid Deputy Presid ' Deputy Presid Deputy Presid . - ) .
Gen lkegami Aiko Sekine Toru Kajikawa Masaji Suzuki provided by members through organizing seminars and research projects
Discipline, CPE, General Affairs Accounting, IFRS, International Affairs, Public Sector Accounting and Auditing Audit

Quality Control
To research on the theories and the practices of auditing, accounting, and other

related fields of professional services in order to promote the implementation of
auditing and accounting standards, and to establish auditing and accounting
systems

To research on the CPA system and its services (including tax services), and to

J issue recommendations to the governmental and regulatory agencies, as
£ appropriate
Deputy President Deputy President Deputy President Chief Executive
Haruhiko Yamada Giichi Yanagisawa Shigeru Takahama Tadashi Umino
CPA System and Member Support, Regional Chapters Relations Regional Chapters Relations

To design and implement various measures to ensure that proper auditing
services are provided by members

Communication and Publications

To support members by providing assistance through consultation and
distribution of necessary materials

emmmmmemmmsmessmsnaes Deputy President

Kazutomi Asai . _
To resolve disputes over engagements of members through mediation

Chief EXECULIVE  -vcemmmmmm e
Tadashi Umino

[ Deputy President To design and implement relevant measures for the education and training of
Atsushi Takada individuals who pass CPA examinations

Deputy President «--------rrocceeees
Shigeru Takahama

To perform administrative works for registration of members

e Deputy President
Kiyonobu Takeuchi -
Deputy President ------vvvmmoonnns ‘/’/
Giichi Yanagisawa
R Deputy President

Haruhiko Yamada

Chairman and President ------------
Aiko Sekine ‘
e Deputy President
Masaji Suzuki
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Membership
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> As of March 31, 2016

35,510

Member Certified Public Accountant
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]’359 Okinawa

CPA Members

by Gender =",

Female

3,818

»

Excelling in Diverse Fields

PAIB* Network

1,456

*PAIB : Professional Accountants in Business

The Council on
Public Sector Accounting

2,359

Members Registered under
Council on Tax services

14,144

Members Registered
under outside director
introduction system

838

Members registered under
Business Innovation support
experts registration list

335
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Responsibility to
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Hello! Accounting

Introductory accounting education programs provided to
elementary and junior high schools.

Career Seminars

More than 30 seminars are provided each year at high

schools and universities to introduce careers in CPA
profession.

Promoting CPA profession

An animated film (Japanese
Anime) for promoting further
understanding of the work
of CPAs among younger
generations.
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Excelling n
Diverse Fields

Wider Community

PAIB Network

JICPA has formed a network of members working in
business to further assist business growth of Japanese
companies. The network works as a hub of information
sharing among members and support further development
of professional competence.

Council on Taxation Services

Given the changes in laws and regulations relating to tax
both in Japan and overseas, JICPA has formed a special
council to assist members in tax services. As experts in
accounting and auditing as well as in business, CPAs are
much called on to expand their professional competence to
assist both individuals and companies.

Council on Public Sector Accounting

To respond to an increased expectation from the public to
play a key role in improving public sector financial manage-
ment, the Council continues to provide up-to-date training
seminars on both public sector accounting and financial
management to expand members competence in these
areas.

Outside Director Introduction System

Seeing the demand for more outside directors in company
management, JICPA maintains a list of members with
knowledge and experience necessary to serve as outside
directors of companies. Companies with an interest in
appointing CPAs as one of their outside directors can refer
to this list.

Management Innovation Supporting Organizations

In pursuant to the Act for Facilitating New Business
Activities of Small and Medium-Sized Enterprises, JICPA
maintains a list of members and audit firms particularly
authorized to support management innovation and growth
in SMEs.

(3lobal Reach

»

Signing of Memorandum of Understanding between
Myanmar Institute of CPAs (MICPA),
Japanese Institute of CPAs (JICPA), and Daiwa Myanmar-Japan Foundation (DMJF)

The Myanmar Institute of CPAs (MICPA), the Japanese Institute of CPAs (JICPA), and Daiwa Myanmar- Japan
Foundation (DMJF) announced, on June 8, 2016, signing of the Memorandum of Understanding (MoU) on
mutual cooperation for the advancement of knowledge, professional and intellectual competence of professional
accountants in Myanmar and for the enhancement of self-regulatory functions of the MICPA.

With this MoU, MICPA, JICPA and DMJF form a partnership to contribute to the healthy functioning of the
capital markets and the development of Myanmar economy.

Locations of international meetings with JICPA representations

b

London Washington D.C. k Vientiane Zurich

Paris Toronto Madrid Ulaanbaatar
Phnom Penh Port Moresby Johannesburg Amsterdam
Bangkok Beijing Frankfurt Sydney
New York Edinburgh Jeju Hyderabad
Santiago Seoul v Kuala Lumpur Brasilia
Brussel Hong Kong Yangon Cape Town
Kathmandu Singapore
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April 3, 2015

May 21, 2015

International Initiatives

September 3, 2015 September 9, 2015

September 18, 2015

Exchange Meeting with CICPA

May 26, 2015

Meeting with ICAEW representatives

May 29, 2015

Meeting with Mr. Hans Hoogervorst,
Chairman of IASB

April 21, 2015

Students from Shanghai visited JICPA

May

JICPA hosted 30th Board Meeting &
Annual General Meeting of CAPA

July

June

JICPA hosted a joint seminar on Ms. Yael Almog,

Framework-based understanding of Executive Director of IFRS Foundation,
IFRS visited JICPA

September 9, 2015 September 9, 2015

Mr. Hugh Shields, “IFRS for Growth Strategy—Corporate

Executive Technical Director of IASB, Reporting for Long-term Value Creation"

visited JICPA was successful

September

August

July 21, 2015

The 49th JICPA Annual General Assembly
was successful

The 36th JICPA Annual Conference
was successful

March

January

February

February 20, 2016

AFA Council in Vientiane

November

December

November 20, 2015 December 5, 2015

JICPA continues to support Myanmar JICPA joined ASEAN Federation of
CPAs Accountants (AFA)

October

October 5 and 6, 2015

JICPA hosted Technical Forum
with ICAEW and AICPA

November 29, 2015

IFAC President visited JICPA

October 27 to 29, 2015

19th CAPA Seoul Conference




April 2015
May 2015
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International Initiatives
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Meeting with Mr. Hans Hoogervorst,
Chairman of IASB

Exchange Meeting with CICPA

) b

On May 21, 2015, Mr. Kimitaka Mori, Chairman
and President of JICPA, and representatives from
JICPA visited the Chinese Institute of Certified
Public Accountants (CICPA) and met with Ms.
Feng ShuPing, President of CICPA.

On April 3, 2015, Mr. Kimitaka
Mori, Chairman and President
of JICPA, together with JICPA
members of IFRS related

committees, met with Mr. Hans During the meeting, JICPA and CICPA

discussed the matters related to the
accounting profession in both countries,
and reconfirmed to further accelerate

Hoogervorst, Chairman of IASB,
to exchange views on IFRS.

mutual understanding and cooperation
between the two institutions.
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/— Students from Shanghai visited JICPA ? Meeting with ICAEW representatives Z
Z 7
j On April 21, 2015, a group of students from % On May 26, 2015, Mr. Kimitaka Mori, Chairman é |
% one of the graduate accounting schools in / and President of JICPA, met with representatives \
Shanghai, China, visited JICPA as a part of é from The Institute of Chartered Accountants in \
the training program to learn more about / England and Wales (ICAEW) to exchange views “
the accounting profession in Japan and the / on current developments in accounting profes- \‘
roles and responsibilities of the JICPA. é sions in both countries. ‘
/ |
/ JICPA and ICAEW are the members of the Global \
/ Accounting Alliance (GAA), an alliance of 11 of
/ the world’s leading institutes brought together to
7 % promote quality services, share information and \
&/ 7/ 7/ o/ / /// . 7/ 7/ Z é collaborate on important international issues. J
7

N
\
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International Initiatives

JICPA hosted 30th Board Meeting &
Annual General Meeting of CAPA

Il JICPA hosted a joint seminar on
Framework-based

. understanding of IFRS

On May 29, 2015, JICPA hosted the 30th Board Meeting &

Annual General Meeting of Confederation of Asian and Pacific

On September 3, 2015, JICPA and IFRS

Foundation hosted a second joint seminar on

Framework-based understanding of IFRS.

Accountants (CAPA) in Tokyo, which was attended by more
than 40 delegates from CAPA member bodies in Asian-Pacific
region. In conjunction with the Board and Annual General
Meeting, committee meetings were also held in two main focus
areas of CAPA activities, professional accountancy organiza-
tion development and public sector financial management.

In the first half of the seminar, Mr. Michael Wells,
IASB IFRS Education Initiative Director, spoke
about the importance of understanding IFRS with

During the Board meeting in Tokyo, CAPA delegates engaged | a focus on the purpose of financial reporting as
in discussion on audit quality and oversight as well as on IFRS regulated in the Conceptual Framework.
implementation, with notable inputs provided by representa-

tives from Certified Public Accountants and Auditing Oversight
Board (CPAAOB), JICPA and IFRS Foundation Asia-Oceania office.

CAPA leadership was also invited to present its recent activities

In the second half of the seminar, Mr. Takatsugu
Ochi, IASB member, and Mr. Tatsumi Yamada,

former IASB member, presented concepts and
issues related to the implementation of IFRS 9
at JICPA’s council meeting held on May 27. Financial Instruments and IFRS 15 Revenue

from Contracts with Customers.

i zzzzzzzzzzzzzzzzzzzzzzzzzzzzzzzzzzzzz2z2z22846

The 49th JICPA Annual General Assembly was successful

N\

Ms. Yael Almog, Executive Director of IFRS Foundation,
visited JICPA

On July 21, 2015, the 49th JICPA Annual General Assembly was
held at the Imperial Hotel, Tokyo. More than 1,000 members and
associate members attended the meeting, which was also relayed

AN

to other regional chapters of the JICPA nationwide. At the opening, On September 9, 2015, Ms. Yael Aimog, Executive Director ‘

Prime Minister Shinzo Abe delivered a video message, and Mr. of IFRS Foundation, visited JICPA.

Taro Aso, Minister of State for Financial Services, as well as Mr.
Akira Kiyota, Director & Representative Executive Officer, Group
CEO of the Japan Exchange Group,Inc., presented congratulatory
remarks.

On this occasion of the visit, Mr. Kimitaka Mori, Chairman
and President of JICPA, and representatives from related
committees on IFRS met with Ms. Almog, and had a
discussion on the request for views on trustees’ review of
structure and effectiveness published by IFRS Foundation
in July 2015.

/2222222222224

Following the report of the results of the 49th fiscal year business ————
plan and budget statements, all assembly agendas were approved. The party held after the
assembly was also a success, with total of more than 500 guests attended, including Diet
members and others from various fields.

\\\\\\\\\\\\\\\\\\\\\\\\\\\\I\
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Mr. Hugh Shields, Executive Technical Director of IASB,
visited JICPA

THl

The 36th JICPA Annual Conference was successful

AN\
N\

On September 18, 2015, the 36th JICPA
Annual Conference was held in Okinawa, with
a main theme “Contributing to a Society —
Revising the missions and responsibilities of
CPAs.”

On September 9, 2015, Mr. Hugh Shields,
Executive Technical Director of IASB,
visited JICPA.

On this occasion of the visit, representa- The total of 10 concurrent sessions were held,

tives from relating committees on IFRS met including the ones on the expanding CPAs

with Mr. Shields, and had a discussion on . o . .
involvement in financial management of public

the 2015 Agenda Consultation published by

and not-for-profit sectors, widening the area of
IASB in August 2015.

W

services for CPAs particularly in assurance,

and attracting more talents to the accounting

N

profession.

N\

iz
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"IFRS for Growth Strategy — Corporate Reporting for Long-term

Experts from the fields of business revitaliza-
tion as well as corporate finance for business
value creation also offered interesting perspec-

tives on the current issues in each field.

N\

The conference was attended by over 800
JICPA members and individuals from related
fields.

Value Creation" was successful

On September 9, 2015, JICPA co-sponsored a conference entitled “IFRS for Growth Strategy — Corporate
Reporting for Long-term Value Creation” to discuss the future of corporate reporting in the age of globalization.

Mr. Kiyoshi Odawara, a member of the House of Representatives and a secretary general of the Liberal Demo-
cratic Party’s sub-committee on corporate accounting, opened the conference with a speech on the future of
accounting standards, followed by keynote remarks by

Mr. Tokio Morita, Deputy Director-General of the Planning

and Coordination Bureau of the Financial Services Agency

and Mr. Hugh Shields, Executive Technical Director of the

International Accounting Standards Board.

Heated discussion over the use of IFRS for enhancing
further growth followed after the opening remarks, with

A A R A TN

panelists including Mr. Kimitaka Mori, Chairman and
President of JICPA, Mr. Koichiro Miyahara, President of
Tokyo Stock Exchange, Inc., Mr. Yoshiaki Nishimura,

A T T T T T T T Iy

President and CEO of Sumitomo Riko Company Limited,
and Mr. Masao Yanaga, Professor of Tsukuba University.
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I nternational Initiatives

Il JICPA hosted Technical Forum with ICAEW and AICPA

JICPA hosted a technical forum on the introduction of a new revenue recognition
standard and lessons learned from the European experience on IFRS reporting with
speakers from ICAEW and AICPA on October 5 and 6, 2015. Speakers from ICAEW
and AICPA also met with JICPA management and members of technical committees
and a study group on IFRS, and discussed the issues related to IFRS reporting and
current situations in each country.

@ Mr. Dan Noll (Director, AICPA)

@ Mr. Richard Paul (Hospitality Leader on Revenue Recognition Working Group, AICPA)
@ Dr. Nigel Sleigh-Johnson (Leader on Financial Reporting Faculty, ICAEW)

@ Mr. Philip Barden (Financial Reporting Committee Member, ICAEW)

JICPA Annual Report 2016
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Bl 19th CAPA Seoul Conference

From October 27 to 29, 19th CAPA Conference was held in
Seoul at COEX Convention center.

The Conference was organized by the Korean Institute of
Certified Public Accountants (KICPA) and Confederation of
Asian and Pacific Accountants (CAPA) as part of the initiative
to bring varieties of experiences and opinions to discuss the
future course of the accountancy profession.

With the theme being “Asian Accountants

N\N

— Leading the way, inspiring the future,”
seven speakers from Japan discussed on
the accounting and auditing issues as
well as the role of professional accoun-
tancy organizations.

JICPA continues to support Myanmar CPAs

On November 20, 2015, Mr. U Kyaw Tin, Chairman of Myanmar Institute of CPAs (MICPA), and
three CPAs from MICPA visited JICPA as a part of the training program supported by
MICPA-DAIWA Myanmar Japan Foundation. This program has been established for Myanmar
CPAs to understand and learn about the stock market and related topics. JICPA has taken
part in the training by providing a seminar on the roles and responsibilities of the CPA profes-
sion for the healthy functioning of the capital markets. The training also included visits to
relevant stakeholders in Japan, such as Tokyo Stock Exchange and Asia-Oceania Office of
the IFRS Foundation.

JICPA hopes to keep strengthening ties with
MICPA and continue to support the develop-
ment of the CPA profession and capital
markets in Myanmar.

October 2015
November 2015

»
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IFAC President visited JICPA

JICPA joined ASEAN Federation of Accountants (AFA)

JICPA has become one of the associate members of the AFA at the 120th ASEAN Federation of Accountants
Council Meeting held in Manila on December 5, 2015.

During the week of November 29, 2015, Ms. Olivia Kirtley, President of International Federation of Accountants
(IFAC), and Mr. Gary Pflugrath, Director, Public Policy and Regulation of IFAC, visited Tokyo and met with
JICPA leadership and representatives from regulatory agencies, including the Financial Services Agency (FSA)
and Certified Public Accountants and Auditing Oversight Board (CPAAOB). AFA is an umbrella organization for the national association of the Association of South East Asian Nations
(ASEAN) and has been established to develop and promote the accountancy profession in the ASEAN region
Ms. Kirtley also gave a keynote speech on professional relevance and attracting best and brightest at a sym- in support of the socio-economic enhancement of the AFA member countries.
posium held on December 1, which attracted around 100 participants interested in raising the awareness and
relevance of CPAs in the healthy functioning of capital markets. The details of the symposium were published
in Nikkei newspaper.

Followed by the symposium, there was a meeting with associate members of JICPA to exchange views on

future prospects and global opportunities for CPAs.

JICPA hopes to keep strengthening ties with
AFA and AFA member bodies in supporting

the development of the CPA profession and

capital markets in the region.

On this occasion of her first visit
to Tokyo, Ms. Kirtley also spoke
about the importance of corporate
governance and the roles of CPAs
in enhancing a dialogue between
companies and investors at the
Integrated Reporting Forum held on
December 2, which preceded the
International Integrated Reporting
Council meeting held in Tokyo on
December 3.

AN
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AFA Council in Vientiane

The 121st ASEAN Federation of Accountants (AFA)
Council Meeting was held in Vientiane, Lao People's
Democratic Republic, on February 20, 2016.

A T I I N

NN

/24

The meeting brought together the ten primary mem-
bers and six associate members of the AFA, discuss-
ing strategic issues that would define AFA’s activities
for the coming years.

N
D
A Y
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Following the enactment of the Corporate Governance Code
(“Code” ) in June 2015 which became applicable to listed
companies in Japan, JICPA issued Chairman and President
Statement to encourage members to renew their commitments
to assist companies in enhancing transparency and achieving

sustainable growth.

The Code requires companies to ensure sufficient audit
period that enables high quality audit. The Disclosure
Working Group established under the Financial System
Council at Financial Services Agency of Japan, as well as the
Study Group on Promoting Dialogue between Companies and
Investors for Sustainable Growth and Study Group on
Promoting Electronification of Processes for Shareholder
Meetings at the Ministry of Economy, Trade and Industry
(METI) also discussed on the timing of disclosing corporate
information that was related to the audit period from a
viewpoint of promoting dialogue between companies and

investors.

To contribute to these discussions, the Project Team on the
Unification of Disclosure and Audit Systems at JICPA
summarized the current disclosure system in Japan operated
under the two-tier supervision of the Companies Act and the
Financial Instruments and Exchange Act (FIEA), and pub-
lished the result of the discussions on November 4, entitled
“Recommendation on Disclosure and Audit Systems -
Considerations toward the Unification of Disclosure and
Audit Systems under the Companies Act and the Financial
Instruments and Exchange Act” to realize an ideal corporate

information disclosure system.

JICPA Annual Report 2016

For ensuring the quality of audit, JICPA revised the Audit
Standard Committee Report 260, “Communications with those
charged with governance ” for further enhancing communica-
tions between auditors and those charged with governance. This
revision clarified the auditors’ responsibility to notify the status
and operation of quality control systems in audit firms, including
providing information on external reviews or inspection results,
and clearly pointed out the items to be communicated with Audit

& Supervisory Board Members of companies.

Additionally, JICPA continues to engage discussions on the
governance code for audit firms, increased transparency in
auditor's report, and independence of auditors, including the

audit firm rotation system for ensuring trust in CPA audit.

Given the increased momentum for integrated reporting both in
Japan and overseas, JICPA issued, in May 2015, Management

Advisory Service and Research Committee Research Report 55
“Case Studies on Integrated Reporting” based on the studies of

reporting practice in various countries.

JICPA has been actively involved in discussions at [IRC
(International Integrated Reporting Council) that has
prepared the international framework for the integrated
reporting. Kimitaka Mori, Chairman and President of
JICPA, participated in I[IRC as a council member, and JICPA
has successfully hosted IIRC Meeting in Tokyo in December
2015. Preceding this Tokyo meeting, JICPA, IIRC and the
Japan Exchange Group (supported by FSA, METI, Ministry

of Environment, and Japan Association of Corporate

Executives (Kezai Doyukai)) jointly hosted a forum entitled
“Integrated Reporting Forum - Management, Governance,
and Corporate Reporting for Supporting Sustainable Value
Creation,” which attracted more than 100 participants from

various sectors.

With the use of information technology further advance in
companies, auditors are also required to have wider and
comprehensive IT skills. JICPA has issued a practical
guideline on the use of IT in audit, and also published the IT
Committee Research Report 48 on March 28, 2016. The
report compiled the studies on the possibility of establishing
an audit approach that focuses on a close examination method
and statistical approach in an environment where IT will be

fully used in business operations.

Japan now sees a major and stable trend of increase in the number
of companies voluntarily appling IFRS (International Financial
Reporting Standards). For further accelerating this trend, FSA has
conducted an investigation and hearing to understand the experi-
ences of companies that voluntarily apply IFRS. FSA summarized
areport on how to address issues in implementation and the
benefits the IFRS implementation can bring in “IFRS Application
Report” issued on April 15.

Given this circumstance, JICPA has carried out various measures
for assisting members particularly working in small and medium-
sized audit firms to properly respond to the transition to IFRS.
Examples of such measures included providing seminars, jointly
hosting Framework-based IFRS training with IFRS Foundation,
expanding [FRS-related educational curriculum at professional
accountancy education program, and maintaining advisory hotline
for members at JICPA IFRS desk.

JICPA has also been active in advocating the voluntary
application of IFRS in Japan by hosting a symposium with the
Nikkei newspaper since 2014, and for 2015, “ IFRS for Growth
Strategy - Corporate Reporting for Long-term Value Creation”
was held on September 9, 2015.

JICPA also collaborated with other professional accountancy
organizations such as the American Institute of CPAs (AICPA) and
the Institue of Chartered Accountants in England and Wales
(ICAEW) in promoting the practice and application of IFRS, which
resulted in a technical forum on the introduction of a new revenue
recognition standard and lessons learned from the European
experience on IFRS reporting held in Tokyo on October 5 and 6,
2015.

In fiscal 2015, the Agricultural Co-operatives Act, the Medical
Care Act, and the Social Welfare Act were revised, and legal

entities of a certain size were required to be audited by CPAs.
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Regarding the Social Welfare Act, as many members have already
been involved in the business of social welfare organizations other
than audit, JICPA issued “Discussion Notice - Notes on Indepen-
dence When Acting as an Accounting Auditor for Social Welfare
Organizations” on April 1, 2016, to renew commitments in a
proper and fair audits under the new system. For promoting the
smooth transition to the CPA audits, JICPA has become a member
of the Council to assist the transition based on the revision of the

Agricultural Co-operatives Act.

The Accounting Standards for Educational Institutions was
revised in 2013 and applied in fiscal 2015 (or in fiscal 2016 for
institutions supervised by a prefectural governor). In response
to this, JICPA revised related guidelines including the School
Accounting and Audit Practice Committee Practical Guideline
39 “Audit under the Provisions of Article 14, Paragraph 3 of the
Act on Subsidies for Private Schools,” and consequently

abolished relevant guidelines and research reports.

The quality control review system and the registration system
for listed company audit firms are important systems to ensure
trust in capital markets in Japan, in conjunction with the listing
regulations by securities exchanges. Facing the case that may
impede trust in audit firms and registration system, JICPA has
established a new rule under which members with certain
conditions are restricted from being engaged in listed company
audits by designating them under re-registration restriction
system for listed company audit firms. In addition, JICPA
modified the rule to require audit firms under the listed
company audit firms system to submit a written pledge on the
establishment and maintenance of quality control system in

audit firms.
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The extraordinary quality control reviews newly introduced in
2014 were conducted twice in fiscal 2015 to confirm whether
audit firms fulfilled the requirements prescribed in Article 25,
Item 5 of the Ordinance for Enforcement of the Certified Public
Accountants Act, and whether audit firms had established a
system that enabled the conduct of proper audit in pursuant to
the Chairman and President Statement dated January 27, 2016.

To review the overall mechanism of quality control reviews,
JICPA has established the “Study Group on Self-Regulatory
Functions with Focuses on Quality Control” with members

from academic researchers, lawyers, and other professionals.

Following the corporate scandal that involved a large listed
company in Japan, JICPA issued a series of Chairman and
President Statements to request members to revisit their
engagements once again. In order to enhance audit and ensure
trust in capital markets, JICPA has also provided a special
training session for members, published special recommenda-
tions to members in audit engagements, conducted extraordi-
nary quality control reviews, and established a special commit-

tee to implement measures to further enhance audit quality.

The extraordinary quality control reviews stated in the
Chairman and President Statement were implemented in
February to mid of March. The reviews checked on whether
audit firms established a system to properly conduct audit in
response to the issues that were listed in the Statement to be
specifically attended to during audit, and gave instructions to
audit firms as necessary for improving their quality control
system. The results of the extraordinary quality control reviews
were announced in a press release “Public Announcement of
Summary of the Implementation of Extraordinary Quality
Control Reviews” dated March 31, 2016.

In view of the corporate scandal, FSA established the “Addvisory
Council on the Systems of Accounting and Auditing” in September
2015. The Council held four meetings, and discussed a wide range

of topics for developing initiatives necessary to ensure confidence

in audit. The Council issued a recommendation entitled “Ensuring
Confidence in Audit” on March 8, 2016, which called for concrete
measures for ensuring confidence in audit. In response to the
recommendation, JICPA issued “Chairman and President
Statement - Acting on the recommendation issued by the Advisory
Council on the Systems of Accounting and Auditing” stating that
JICPA was determined to take immediate actions on the items

proposed in the recommendation.

The number of applicants for CPA examination was 10,050 in
fiscal 2015, recording the lowest number since the commence-
ment of the new examination system in 2006. As it is indis-
pensable to have talented people for providing CPA services in
various sectors, JICPA has acted on promoting the CPA

profession in fiscal 2015.

JICPA has traditionally used mass-media to broadcasting
commercial messages on TV and started advertisement in the
radio program “All Night Nippon” (by Nippon Broadcasting

System) whose major listeners are young people.

“Professional Relevance and Attracting Best and Brightest”
hosted by JICPA, Nikkei newspaper, major accounting firms and
accounting schools was held on December 1, 2015 at Waseda

University with Ms.Olivia Kirtley, President of the International

Federation of Accountants (IFAC), as a keynote speaker.

Furthermore, earning an increasing recognition that CPA is one
of the professions in which women can play an active role could
assist making the CPA profession more appealing, and with the
Japanese government promoting women to play more role in
the society, JICPA also established a project team to discuss on
how to improve and support the environment where more
female members and associates could actively work. JICPA
published a report, “Recommendations on Supporting Female
Members and Associates” on March 2, 2016, and the new
Council for Supporting Female Accountants is expected to
begin its activities following the approval at the current Annual

General Assembly.

JICPA also took measures for disseminating accounting
education as one of the basic educations for younger genera-
tions by providing “Hello! Accounting” for the purpose of
improving the recognition of the imporance of accounting and
auditing in the general public. Particularly in fiscal 2015,
JICPA formed a project team to discuss measures for further
promoting accounting education programs in society, and
compiled a report on “Promotion of Basic Accounting Educa-
tion” dated March 24, 2016.

JICPA continues to follow discussions in international

arena, including those at International Federation of
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Accountants (IFAC) and Condeferation of Asian and
Pacific Accountants(CAPA). JICPA also takes initiatives in
the development and maintenance of standards and relevant
pronouncements at the International Auditing and Assur-
ance Standards Board (IAASB), the International Account-
ing Education Standards Board (IAESB), International
Ethics Standards Board for Accountants (IESBA), and
International Public Sector Accounting Standards Board
(IPSASB) in order to improve professional services and

engagements.

In December 2015, JICPA joined the ASEAN Federation of
Accountants (AFA) as an associate member and carried out
international measures for raising its presence in Asia. JICPA,
Myanmar Institute of CPAs (MICPA), and Daiwa Myanmar-Japan
Foundation concluded a Memorundum of Understanding on
cooperation aiming to the advance the knowledge, and profes-
sional competence of accountants in Myanmar and to enhance

self-regulatory functions of the MICPA in April 2016.

To improve member services, particularly in assisting
Japanese companies to expand their businesses in ASEAN
region, JICPA also compiled a list of members providing
services in Asia. The list provides the names and contact
details as well as specific areas of services to be provided
by members so that Japanese companies can easily use it as

a reference when considering opening business in Asia.

In fiscal 2015, JICPA enhanced the activities of the Council on
Public Sector Accounting. Group for Accounting and Auditing
of Local Public Sector, which is a sub-committee under the

Council has improved the contents of education program for
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initial and continuing training. Facing the introduction of
CPA audit to social welfare organizations and medical
institutions as mentioned above in Section 4, JICPA also
established the Social Security Committee within the
Council to foster accountants who can handle audits of these

organizations.

JICPA has continued to conduct measures to support SMEs
that seek their business overseas, in addition to the current
measures such as disclosure of the list of CPAs and audit
firms that are authorized as management innovation

supporting organizations by government.

The Special Group on Overseas Business Support within the
Study Group on Measures for SMEs started making a list of
members that assist SMEs exploring overseas business

development as stated in Section 7.

JICPA has also carried out measures for promoting overseas
business development in collaboration with relevant organi-
zations and groups, by sending lecturers to overseas busi-
ness support seminars that were sponsored by SME Support,

Japan.

JICPA has actively supported members in tax services, such
as providing seminars and maintaining advisory hotline for
members engaging in tax servies. In fiscal 2015, the Taxa-
tion Business Committee held a seminar entitled “Practical
Seminar on Taxation for Accountants Commencing Prac-
tice” for members who were newly registered as a Certified
Tax Accountant (CTA). JICPA plans to release “Tools for

Starting services as a CTA in the coming year.”

Based on the fact that more disciplinary dispositions were
imposed on CTAs and accounting firms resulting from

consultations of tax evasion and name lending of CPAs to

an unqualified person, JICPA issued “CPAs Conducting
Taxation Business as Accounting Professionals - News
Articles on the Disciplinary Disposition on CTAs and
Accounting Firms” dated October 20, 2015, to urge
members to maintain and raise ethical professional stan-

dards in the taxation business.

In supporting members working as PAIBs in various
organizations using their accounting and auditing expertise,
the PAIB Committee provided training sessions and seminars
to improve professional competence and skills of PAIB

members.

In fiscal 2015, the Committee hosted meetings inviting
members working in trading companies and foreign-affiliated
companies to exchange opinions to further enhance the
networks among PAIB members. Additionally, in order to
meet the expectations to play a more active role in enhancing
corporate governance, and to assist more members to be
appointed as directors or Audit & Supervisory Board Mem-
bers of companies, the Committee established Special
Committee on Directors and Audit & Supervisory Board

Members to discuss the competence and skills required.

With the revised rules on the accounting standards and budget
management system enacted in July 2015, JICPA and regional
chapters of JICPA have closely worked together to comply with the

revised rules.

As the business areas assumed by CPAs expand, the roles and
responsibilities of the institute also increase, which require
secretariat with more robust structures. In fiscal 2015, the roles
played by regional chapters have particularly expanded in the areas
of providing support to members and related stakeholders in
response to the introduction of auditing system with the revision of
the Social Welfare Act and the Medical Care Act as mentioned in
Section 4. Regional chapters are now also expected to maintain a
relationship with local bureaus of competent authorities such as the
National Tax Agency.

Two additional regional chapters in Saitama and Chiba have newly
established so that member support can be conducted more
broadly and comprehensively. To enhance collaboration with
regional chapters, JICPA headquarters and regional chapters
collectively work to have a uniformed accounting processing and

share some functions on hiring staff, among others.
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As of March 31

Yen in thousands

Years ended March 31

Yen in thousands

Years ended March 31

Yen in thousands

2016 2015 2016 2015
Current assets 5,384,089 5,557,435 Cash receipts from operating activities 6,261,527 | 6,113,740
Non-current assets 10,077,487 9,963,981 Cash payments from operating activities 6,113,247 | 5,804,947
Total assets 15,461,576 | 15,521,417 Net cash generated from operating activities 148,279 308,793
Cash receipts from investing activities 2,662,797 | 1,329,907
Current liabilities 541,546 431,191 Cash payments from investing activities 2,207,745 | 2,039,290
Non-current Net cash used in investing activities 455,051 (709,382)
liabilities 2,491,797 2,411,441
Total liabilities 3,033,343 2,842,632
Cash proceeds from financing activities — —
Cash payments from financing activities — —
Net cash used in financing activities — -
Restricted net assets 930,833 905,283
Unrestricted 603,331 (400,589)
net assets 11,497,400 | 11,773,501
Total net assets 12,428,233 | 12,678,784 3,467,421 | 3,868,011
Total liabilities
and net assets 15,461,576 | 15,521,417 4,070,753 | 3,467,421
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2016 2015 Changes
Ordinary changes

Ordinary revenues 6,242,655 6,113,919 128,735
Ordinary expenses 6,515,896 6,101,360 414,535
Net ordinary changes (273,241) 12,558 (285,799)

Non-ordinary changes
Non-ordinary revenues = - -
Non-ordinary expenses 2,860 18,589 (15,729)
Net non-ordinary changes (2,860) (18,589) 15,729
Total changes of unrestricted net assets (276,101) (6,030) (270,070)
Unrestricted net assets at beginning of year 11,773,501 11,779,532 (6,030)
Unrestricted net assets at end of year 11,497,400 11,773,501 (276,101)
Total changes of restricted net assets 25,549 (35,286) 60,836
Restricted net assets at beginning of year 905,283 940,570 (35,286)
Restricted net assets at end of year 930,833 905,283 25,549
12,428,233 12,678,784 (250,551)

JICPA’s financial statements are prepared in accordance with
accounting principles generally accepted in Japan for public benefit corporations.

This financial summary is prepared based on the audited financial statements for the period ended March 31,2016.
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