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Corporate Financial Statements (¢he Ac.
counts) in Japan have been formed under
the great influence of “Balance Sheet” and
“Profit and Loss and Appropriation Acco-
unt” introduced from England at the end
of 1873. The most remarkable fact here is



that there are two types in these Corporate
Financial Statements from the first start.
In this study, for convenience, we call the
one, “proposed type” and the other, “decla-
red type”. “Proposed type” system consists
of “Balance Sheet (pre-appropriated)”
and “Profit and Loss and Appropriation
(proposed) Account”. And “declared type”
system consists of “Balance Sheet (post-
appropriated)” and “Profit and Loss and
Appropriation (declared) Account.” Both
are “regular-system” with an ability of
adjustment and particularly we can call
the latter “Financial Statements for decla-
ration of dividends” (Accounting Reports
for declaration of dividends).

The fact is not the following case ; these
Corporate Financial Statements were intro-
duced into Japan as “declared type”, or
post-appropriated “Financial Statements for
declaration of dividends” at the first start,
and then divided into a “regular-system”
with an ability of adjustment as account-
ing reports for declaration of dividends
and a “jrregular-system” without an abili-
ty of adjustment.

Any study of social phenomena running
in evolutionary terms requires a more or
less arbitrary decision as to the point in
developing process at which a beginning
is to be made (DR. Scott, The Cultural
Significance of Accounts. 1931, p. 34). But,
in the present discussion, this decision is
unequivocal and easy.

The first fully organized corporation in
Japan was, as is generally known, the
First National Bank which started on July
20, 1873 and it’s first closing accounts was
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December 31, 1873. Each report they made
at that time, was based on “Regulations
of The Periodical Accounts for National
Bank”, And Ministry of Finance inquir-
ed about it’s annex table form and edited
at the same time, The Fifth National
Bank was opened in Osaka at that time
(in December 1873).

The “Regulations of The Accounts for
National Bank” instructed
again in September 1876 by Ministry of

which was

Finance, was revised in June 1877. And at
this time the “legal model” for Financial
Statements of National Banks was institut-
ed in an extra number “half-yearly actual
Business Report model”. In case of the
First National Bank, it was the 8§th
closing accounts (June 30, 1877).
“National Bank Act” which was approv-
ed in August 1872, and declared by the
Article 349 in November,
revised in August 1876. And after the
revision, National Banks which had been

Cabinet as

only four (the First, Second, Fourth, and
Fifth) increased rapidly, and the 153th
National Bank opened in a few years in
Kyoto.

“Legal model” for Financial Statements
of National Banks determined not only
system, term, form of their Financial
Statements but also had direct influence
on the Financial Statements of Yasuda
Bank, Yokohama-Shokin Bank, Nihon
Kangyo Bank, and Nihon Bank (Bank
of Japan). And it affected also “Bank
Act extra number, report model (in
1893)7, “Detailed Enforcement Regulations
of Bank Act revised edition, annex model

(in 1899)”, and “Detailed Enforcement
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Regulations of the Banking Code, annex
mode] (in January 1928)”. It is not too
much to say that it gave present-day
subjects.

Financial Statements’ system of a group
centering around the First National Bank
can be regarded as a “proposed type” sys-
tem. In case of the First National Bank,
we don’t take a point of view that “regy.
lar-system” has changed into “jyregular-
system” at the institution of “legal model”
(in June 1877). When we inquire the
progress of Financial Statements of the
First National Bank from the first closing
accounts to the 1Ith, we can’t help think-
ing it “regular-sysem” which has an
ability of adjustment as “proposd type”
consistently,

Especially we make much account of
the solution of the process of the First
National Bank’s closing account (from the
first to the 1lth). Annually comparison
and investigation in this term are partic-
ularly important. It is certain that the
First National Bank was a test case for
the former “legal model”. In advance of
delivery of “regulation supplement” (De-
cember 11, 1877), term, form and system
which were perfectly based on the “legal
model” were introduced at the 8th closing
accounts of June 30, 1877. Moreover,
“proposition-style” which seemed to be
almost all based on the “legal model” was
instructed by Ministry of Finance in De-
cember 15, 1875 and it enforced at the
5th closing account in December 31.

This study on “proposed type” system
(pre-appropriated), is based on the follow-
ing “Business Reports” (the Documents

submitted to the general meeting of share-
holders by the directors). We mention the
names and their terms here,

First National Bank: from the first
closing accounts to the Ilth (1873~
1878), Fourth National Bank: from
first closing accounts to the 10th (1874
~1878), Yasuda Bank: from the first
closing accounts to the 6th. (1880~
1882), Yokohama-Shokin Bank’s Fi-
nancial Statements (1880~1884), Mitsui
Bank’s Financial Statements (1880),
Nihon Kangyo Bank(1890~1904), and
Nihon Bank’s legal model of Profit
and Loss and Appropriation Account,

There are general corporations which
are in a striking contrast to the bank
group (including the cases as “Statement
of Assets and Liabilities” and “Profit and
Loss Account” of Tokyo-Osaka Stock Ex-
change which was under it’s influence).
They are corporations which adopted
“declgred type” system, that is “Financial
Statements for declaration of dividends”
system.

This study on “declared type” system
(post-appropriated), is based on the follow-
ing “Business Reports”,

Nihon-Yasen Corp.: from the first
closing accounts to the 8th (1886~
1893), Ohzi-Seisi Corp. : from the first
closing accounts to the 39th (1872~
1893), Onoda-Cement Corp. : from the
first closing accounts to the 16th (1882
~1893).

Commercial Code of Japan (established
in March 1890, enforced partly in July



1893) gave the commission for a appro-
priation of surplus to the general meeting
of shareholders, so it pressed “declared
type” system for a drastic reform, and
also brought confusion and puzzlement on
the understanding of “proposed type” sys-
tem.

This study which resolves these day’s
circumstance, is based on the following
materials. They are “Business Reports”
and “Regulations”.

Nihon-Yiisen Corp.: from the 8th
closing accounts to the second-10th
(1893~1895), Ohzi-Seisi Corp.: the
39th closing accounts, 1893, Onoda-
Cement Corp.: from the 13th. closing
accounts to the 17th (1887~1893),Bank
Regulations of Bank Act, Detailed
Enforcement Regulations revised edi-
tion, Mitsui Bank, Nihon-Life-Insuran-
ce Corp., and Others.

Lastly, I’ll give you examples of six cases
how accounting practice at that time react-
ed and coped with the regulation of “mar-
ket-value appraisal to property”, that is
article 32 of the Commercial Code of
Japan which enforced partly in July 1893.
They are the case of Banks, Railroads,
Nihon-Yisen Corporation, Onoda-Cement
Corporation, and Mitsubishi Limited Part-
nership.

This study is based on the following

materials.

Commercial Code of Japan (1890),
Legal Model of Business Reports for
Banks (1889, instruced by Ministry
of Finance), Accounting Regulations
for Official-Railroads (1890, a Im-
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perial Ordinance), Accounting Code
for Private-Railroads (1900), Account-
ing Regulations for Light-Railroads
(1910, by the Cabinet as Article 14),
Accounting Regulations for Local-
Railroads (1919, by the Cabinet as
Article 14), Nihon-Yisen Corp.: the
8th closing accounts (1893), Onoda
Cement Corp.: the 17th closing acco-
unts and the 18th (1893, 1894), Mitsu-
bishi Limited Partnership’s Account-
Book model (1893), Nihon Kogyo
Bank: from the second closing accou-
nts to the 6th (1902~1904), Nihon-
Life-Insurance Corp. : from the second
closing accounts to the 24th (1898~
1912).

Commercial Code of Japan in 1890.
Chapter IV. Trade Books.
32.

Traders, on commencing business
operations and also within the first
three months of each subsequent year,
and partnerships with limited liability
and joint-stock companies, on commen-
cing business operations and also at
the end of each business year, are
bound to make out a complete inven-
tory of their property, both movable
and immovable. as well as a balance-
sheet showing their assets and labili-
ties, and to enter and sign both in a
book specially kept for such purpose.

In preparing the inventory and
balance-sheet, all merchandise, claims,
and other property are to be estimated
at the then ruling quotation or market
value. In the case of claims the satis-
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