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The Securitics and Exchange Commission today promulgated the roguirements
under which applications are to be made by business cerporations for the perma-
rnent rogistration of their securities upon neticnal exchoanges, I drafting the
new requiremcnts, the Cormission hias atbtempted to sccure for the investor the
moximum m-;owﬂ'b of pertinent information suceinetly and elearly exprossed, while
burdeninzg the corporaticn to the lcast possible extents

The new form replaces the temporary form by which listed shares werc brought

under Fodoeral supervision last Getobar -ien the uucu“lthﬂ Exchange Act beecamo

effuetive, Regulations will shortly be issucd governing the precise requirements
a5 to when these forms must be filed vith the Commission and the cxel.enges, as %o
tho econditisns under which nocessitous delays will bo rocognized and as to the
eircuwastances that will permit deviation in exceptional instonces from tho *r
requirements. These regnlations will also follow the generel prirciples a“plieé
in tha case of temporary resistraticn, permitting rogistering corporntions to
roserve the right to obieet to further requirencats, and to reserve such oons shim
tutionsl rights as thoy uay claim. The form applies to the groet body of ine
dustrial and pablic utility companiocs whose sccuritics are traded in cn exchanges:
it doss not apply to earriers under jurisdiction of the Inverstate I‘on':;*zcu'ce JOT~=
nission, companics under jurisdiction of the Federal Comruniecations Camnaission,
certificates of depusit, American ccrtifieatcs cgainst fereign issues, goverment
or corporc~te, insuronce companies, banks and holdirg companies, investment
trusts, foroign corporate bonds, sceuritics of corporaticns in process of reore
gonization pursuent to scetion 77 or 77B of the Bankruptey iet, and sceuribties
of corporations in bankruptey or rceciverships, Requircments goveraning tnos2
issusrs and thesc suewitios will be promulgnted lator,

A detailed instruction book vwms issucd with the form to assist corpeorations,
Instructions cutline the rature of the material oxpoeted in the answors to the
queutwo“" thus meking morce specifiec the type of information that is desired,

The rcquirenments are the result of scme threc months of cortinuous ond in-
tensive study by the Commissionts stalf, Lluring these months on intonsive
offort has boen moade to carry out the essentially roasoncble prineiples of the
Senrurities Exchange Act in a way which will aid intelligoent investmert and in a
monnér thet fmeriean business men will regard as reasonable., Do thesc ends
freguent comfercneas heve heon held with the finaveinl and aeccounting offiecrs of
leading indastrial POﬂr"ﬂics, with ropresentatives of tiie Jmerican Institute of
hecountants, tho imcriean Ascoeiction of Certified Public “Ccuuntﬂrun, tha Kow
York Stcte Society of L*rvlfxcd Putlic Accountants, officiuls of the exchanges
ond othcrs ineluding individuals wneomnected yrith any spceiel interosts and
expertly qualificd to sorve the public in this ficld,

An outstanding choractoristic of the requirements is that corporations and
their aceountants arc given o wide latitude in the manmer of prescnting the ro-
quired datas The Commission’s emphasis in this respect has bein ¢n substance
rather than cn forui.

The critcrion s2t by the Commission is that it nust sccure the facts about
which "an averapc prudent investor ought reasonably to he infurmd.”
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The Cormission recognizes that some oven "average investors" will not
always apprecicte or even gracp the significnnec of some portions of such infore
mation; but it believes that cverything that it asls possusses value Lo the
investing public and this should be made availatle to those vho want it,
especially those who undertoize to zive advice to investorss

Corporations are reguired to set forth in suceinet form the information
called for by the Securitics Exchange Act, This information is broken dowm so
that answers are reoquested for thirty-five specific questions, In addition
corperations are required to present detailed balance shects, profit and loss
accounts, nd copices of certain legnl instruwaents important for an evaluatien
of the securities buing registered, In genoral, the mein purposc of these quese
tions is to assomble tne facts as to the Risbtory and nature of ths business,
its organization and management, itc financi:l condition, its capitel structure,
and other factors which might effecct the value of its secvrities in the opon
nmarket,

The rcaonirements contain o ccmplete sot of instructions as to what is
required to be shown in the compnny's halance shect and ineome statement, If
the compaany contrels cther comparies, consolidated statenernts are also required;
but here again the compuny is free Lo choose the basis and extent of conscli-
daticn which will best show the finanecicl situation and earnings of the combined
busiress,

Corporatiens are warned against burdoning their statements with gighly
technical details which would be of 1littlo or no use to invostors, In one
instance it is stutod that "details which are merc mechanies are not to be set
forth," while in scveral othor instanccs the corporation is advised that only
a cortain number of werds should be necessary to answer a question,

among the proactices established by the new form are requircments that
corporations disclose their gross sales (in the abscrnee of action by the Come
mission honoring a request for cerfidential statoment of this item), that
earncd surplus herenftoer be sct upart Ifron eapitel or paidein surplus, that tho
market price as well as the bocl valuc or cost of merkctable investments be
shown in the balanecc shect, and that socuritics of the company or its affiliates
moy not he classificd as markeotable investmontse :

Questions arc asked which will tell +
oubtstanding, the salarics of dircetors and
most highly paid officors, holdings of the eompany'!s sceuritics by prineipal
officers, dircectors, waderwriturs, ond prireipel stoekholkers, and facts about
boniis or profit-sharing plans, inelnuding the idontity of each person receiving
$3C,00C yearly or more under any such plan, ;

Tho outstanding advances whieh these requircments represent over reporting
practicos alrcady in vogue are first, a greater cmphesis on the accounting
steps involved in income determination, and socond, a merc complete oxplanation
of the changes which have occurrcd in balanee sheet items during the year under
report, It is in theso matters that the information of grecatest moment %o
investors is to be founds The rcouirements give less athention, on the other
hand, to historical informatior conecrning the company, sinec all companies
affected are already listed on the exchanges, and have becn reporting consiste
ently
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under oxisting exchangoe rcquirénents, Nevertholéss, in addition to finareicl
statemonts for the ourrent yeer, leading questions are asked rogarding the
accounting practices of the ecmpany during the last ton years, designed to trirg
out such major adjustments as may have occurred in prineipal balance shoct
accounts. :

As required by law, the financial stotoments are to be cortified by putlic
accountants, aftor proper audit, o form of certification is prescorited, Tut
it is required that the auditor oxplain what he has done by way of audit, glve
the facts as to any matters melling for special monticn, and express his opinlion
about the statements, including exny items in the treatment of which he may
differ with tho corporation's ovm officers,

The Commission calls attantion to that portion of the Securitios Exchangon
Aot which permits it to honor the rcquosts of corporations to keep certain
Information confidential,

The Commission believes that corporations which are adhering to high
standards c¢f financial reporting will find it unnecessary to make anything wut
minor changes in their accounting practices as a rosult of the now requirements.

It is belleved that the regulations eall fer no information which the

great majority of corporations will have any hesintion in disclosing to the
genercl publie,



	Image39.pdf
	Image40.pdf
	Image41.pdf

