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Summary

The purpose of this article is to review financings from the Reconstruction Finance Corporation
and discuss the institutional framework for the audit system and the realities.
The Showa Denko graft scandal was not merely a company’s abuse of accommodations but served

as a springboard to press Ministry of Finance, which was the supervisory authority, and the
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Reconstruction Finance Corporation to review the audit systems. In June 1948, Ministry of Finance
and Bank of Japan performed the systematic inspections for Companies financed by the
Reconstruction Finance Corporation based on Article 31 of the Reconstruction Finance Law and
detected some companies’ diversion and inefficient use of the funds. Despite the efforts reflecting
the results and enhancing structures for the audit system of the Reconstruction Finance
Corporation, the system was left incomplete due to implementation of Dodge Line cutting off new
financings. However, experiences in the Reconstruction Finance Corporation ware inherited to the

Japan Development Bank and have been exploited.
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