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The traditional audit theory has insisted that the accounting-auditor is not
obliged to deter fraudulent accounting because the directors prepare financial statements.
;hergfore, the accounting-auditor has no civil liability against not to be able to discover the
rauds.

However, Art. 193-3 of the Financial Instruments and Exchange Act imposes accounting-auditors a duty
to notify of illegal conduct. This is a powerful way to deter fraudulent accounting. Violation of
this duty may cause the accounting-auditor to be liable under Art. 423, Para. 1 of the Companies Act

through a supreme court judicial precedent (Nomura Case).

For this reason, the accounting-auditor might take civil responsibility for deterring fraudulent
accounting. However, since it 1s difficult for accounting-auditors to find out the fraudulent
accounting performed by the directors, we should introduce a guideline that is similar to the BJR of
directors to mitigate the liability of the accounting-auditor.
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