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Re : 

By : 

Marc~ 24, 19~5 

Trends in Financial Disclosures of Ferei~ Co~panles 

In order to deCe~mlme whether there ha8 been any ~rend in recent 

yea~ in financial dlsc!osures o~ foreign companies a~ the n~re 

~her~o~, i have ~u£ned various books, perlo~i=ala, e~change ~umen=s° 

m~mo~anda an~ iet~ers received by the s~aff in connection ~i~h o~r study 

of ~he forolsgn securities problem posed by Section 12(g) of thetE~chan~e 

Ae~o This material Indlcates ~hat the ~rend is towards Improvement In 

the amount and a~ailability of disclosure alcho~gh specific 4ocumenta~ion 

is genezmlly no£ siven~ i have quo£e4 o r  s~a~ize~ below in chro~ologica~ 

orde~ per£1nen£ portions of ~his ,material= In~Ica£1ng ~he source° In a4- 

dillon, Z have appen4ed a summery of the ~es~ICs of a study ~a~e by Ralph Ko 

Eyster of cha~ges in disclosure In ma~erial fiie~ wi~h che C~isslon by 

~er~aln forelg~ iss~erSo A blblio~raphy ~f ma~erlal on fo~eig~ por£fcllo 

[n~es~nts which was e:~mined in c~nnecti~n with the pEepaza£ios o~ zh!s 

~e~mraudu_n or ~4hlch i~ o~he~ise pert[ne~ to £heforei~n securities pzob~ 

is aleo appenaed. 

Fr~n P~>~c~nd Lo Larcle~, "Eu~ope~n C~jm~ Stock.s. '' The Ana!s~ 

I~ discussing the centrol o~ new Issues o f  shares in Be~giu~n , 
the author states thai the Be~ziam Banking Co~nmis~ic~ :'sees ~e 
££ ~haZ s~bs~rlbe~ are aOZ mislead eiZhe~ ~ to ~he nature of 
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the undertaking o r  ~he rights pertaining t o  these shares° The 
Co~nlssion~s ac~ivlCies in this field are a imed  aC promoting a 
gradual improvement in the contents of company prospectuseso" 

Referring ~o annual reports, he states that in Germany "in the 
matter o f  balance sheets, an Increasingly large number of com- 
panies whose shares are ~ i d e l y  o ~ e d  by the i~estlug public, 
go beyond the legal requirements and publish c o n s o l i d a t e d  
balance sheets." In France, :'conslderableefforts have been  
made by severa~ c~anies t o  i~p~ove  their annual reports, end  , 
the eChambre Syndicate' has insisted f o r  several y e a r s  on the 
need to increase the contents of such reports." Also, in France, 
"a new law has  recently ~ e  out in  pursuance o f  which companies 
must now zive informatlon about their turnover and their invest- 
ment portfolios, as weli as p u b l i s h  seml-annual reports." in 
Holland, "certaln big international companies have p u b l i s h e d  
detailed information: quarterly r e p o r t s ,  consolidated balance 
sheets, e~co Other d~estic c~mpanies limit themselves t o  the 
p u b l i c a t i o n  of ra~her s c h e m a t i c  annual r e p o r t s  complying with 
the requirements o f  the l o c a l  Chamber o f  Commerce, The. Assocl- 
a t i o n  o f  S t o c k b r o k e r s  (Vereeniging v o o r  de E f f e c k t e n h a n d e I )  is 
t r y i n g  to i n d u c e  these c~m~anies t o  improve  their annual reports," 

Referring t o  the Common Market countries, Larcler states while 
efforts are being made (in o r d e r  to have the shareholders better 
informed) such efforts are almost fruitless in some countries and 
very successful in others." 

From Frances Haidt, "Analysts Explore European  Investments," ,The 

A n a l y s ~ s  Journal, July 1959: 

DiscusSing a European field trlpmade by members o f  the New York 
Society o f  Security Analysts, the author states that'~n practically ._ 
all instances ~e  received m o r e  information ~ from c~mpanies visited/ 
than we had expected -- more ~han had previously been made available°" 
The author refers Co '~nagement~s willingness ~o meet with United 
States Analysts" and in outlining corporate Information of interest 
~o analysts mentions "that the reception accorded the New York Society 
of Security Analysts by the 30 European companies was so remar~ble as 
~o the amoun~ of corporate information disclosed, . . ." 

From To R. Lilley, "European Equities for the American Penslon Fund," 

_The Anel~sts.Jpurga.! , July 1959: 

Repo~£1ng on the same European trip mentioned in the pceced!ng cite ~ 
~ion: '~here is evidence, hog, ever, that the amount  o f  information 
beinKmade available by European firms is ~ n e ~ = ~ - -  ~ ~ .... 
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Wherex, ez u=e visited on ou~.- trip, cc~mpa=-~y official~ ~ere coop~ra- 
tivoo Furtherm~z'e, modest but significant ~ves t~ward changing 
ap~licab!e laws are being ma-".~e, In Ger~'~n.y, for e~:,.%m~ple, we 
learned of a proposed ch~.nge in the corporation law to broaden 
~,,~=:-~=, ..~ ~,,,._.,.1 ~; -the requi~e~ents f~r corporate ~er, ortingo. ~' 

Fr,~.~m ~.~iph A, ,,o ~ ..~".,,~.~, ';l~.qe Euro~pean ....... ~id Tr~p,': Thg_e A~a!yst,,~__J~rn~.l , .  

J ' : t i"  !959: 

Also ~ith r~ference to the above men~i(~aed field trip: ~Surprlsing 
was beth the ~ua~ .... y and q~antiey of information the corporations 
gave uso ~ o anothe~ company gave us sales figures that had 
~ever before bee~ releeseg to the pubil¢~ ~' 

"if there is t{} be <~idespre.=._,d c~enershi.~, it is realized that there 
will. have £o he wide~- dissemination of informatlon~ The yell ~£ 
secrecy regarding operations ~f European co, axles seems £o be 
lifting~ and many corporation officials expresse~ the belief that 

they wi~.l follow the s~eps of the American cs~poratie=s in re-- 
leasing more pertinent !nfor~mtion ts stock, elders, An~.lysts and 
the press, Co~ps~°a~ioas are feelln~ their z o c i a l  respemsibili£~ 
t.sdeyo" 

From Adolph E0 Gzumewn~.~ "~,'~s.t German Stock Inves=ment," The Financial 

._A~.~_io}s ts Jourp~.ni, Sep£ember- Oci:ober ! 960: 

. .~scu~sing lega...._~ requi.~'ed ireprove.~eu~s i~ the- profit a~d loss 
statu~-~t of Ge~_-mau. a~mpanie~:_. ~'With the ~ecent passage of ~he 
~Kiei~.'e Ak~ieni-echt.~ceform' ~/ S~mz:il S£ock Refo~ Law/~ ~ho 
Ge~mwn c<,n',~o~e-~-~-... ~s .._....,,,.... i~_. now ~:-e~uired_ to report its P.e~ sales figure 
~ndeSi£ed ])~ va~:!o::.:~ e~he~: accounts, except price ~iscounts and 
ret~rns and ai!~ae.ces~ ?,."his ~:;~!! enable the outside shareho!de~ 
of West C'-~r~an fi~"~...o,.~ in the future, to ~ke a more reasonable 
evaiuati~ of the pr~fitability and p~ospec~,s for the enterprise," 

-~,'c,m ..... ::Report of ..... ~,~,~ Foreign Investment C~r~ttee~" The C~/~,ercial aud 

)'='i,~ancia! Chrc~ici.e, De,z-ember !5. 1960: 

is £0 ataract o'~¢ner~bi:.? capital froze /;-~,..,~, .... ; .... ~ on zlt~.. - scale justified 
by its cooL!emit potcetic,.i St;de .,.~-~a~.....o~: .............. 

. ~ "'" ":" ,',, ..... " '.',':~.~. been made :Ln th!~ 
-.-'.tea }.~. the ias.' f~2 .,:-,~'-,] a~d that'..z ~- ~,-a~r , i~.~dlca~:.Eon th~ further 
~:,._~..~ .... ~, ~,:ill b.~: "" ~- . . . . . . .  
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Referring Co annual reports in the United Kingdma, the Committee 
mentions thaC "comlmnles are required to publish annual reports 
and t h e y  a r e  p u b l i s h i n g  i n c r e a s i n g l y  f u l l  i n f o r m a t i o n . "  

Yoshino 
From Gakuzq/, "Japanese Economy - New ~arket f o r  Investors," 

F i u a n c l a l  A n a l y s t s  J o u r n a l ,  January - F e b r u a r y  1962: 

• D e s c r i b i n g  t h e  h l s t o r l c a l  background,  the  a u t h o r  s t a t e s :  *The Tokyo 
S C o c ~  Exchange,  which--cam c l o s e d  by the  Supreme Commender A l l i e d  

Po~ers (SCAP) in  1945, r eopened  In May, 1949. I t s  o p e r a t i o n s ,  
£o l lowlng  t h e  r e o p e n i n g ,  .~ere based ou a ue~ S e c u r i t i e s  Exchange 
Law modeled a f t e r  t h e  1933 and 1934 American S e c u r i t i e s  and Exchange 
Acts°  Our S e c u r i t i e s  Exchange Law marked a new d e p a r t u r e  in  
J a p a n e s e  Inves tmen t  s i n c e  i t s  major  o b j e c t i v e  ~ s  t h e  p r o t e c t i o n  
o f  s t o c k h o l d e r s . "  

From Paul  A° Murphy, " I n v e s t  In  J a p a n , "  F i n a n c i a l  A n a l y s t s  J o u r n a l ,  

May - June 1962: 

Discussing the availability of investment Informmtlon: 'The 
HncArthur  reg ime i n s t i t u t e d  many changes  in  Japan i n c l u d i n g  a modi-  
f i e d  S.EoC. S t o c k s - l l s c e d  on the  exchanges  must  f i l e ,  f o r  each  s i x  
months p e r i o d ,  a c o n s i d e r a b l e  amount o f  m a t e r i a l ,  i n c l u d i n g  s a l e s  
by cerr.atn categor ies,  c o s t s ,  d e p r e c i a t i o n ,  s e l l i n g  and admln i s °  
tratlve expenses, corporate taxes and surplus reconcilimtlon. A 
detailed balance sheet is also required. These are.all available 
(in Japanese) about two or three months after the close of the 
p e r i o d .  Frequently there is more information than a similar 
Amerlcan company would p u b l i s h .  In  f a c t ,  Sony i s s u e s  t h r e e  r e p o r t s ;  
one to  The H t n i s t r y  o f  F inance  ( t h e  commercia l  c o d e ) ,  e second to  
the  Tokyo S tock  Exchange (a k ind o f  lOK)~ and a t h i r d  by P r i c e  
Waterhouse (consolidated) - all somewhat different. 

"The f o u r  leading Japanese securlcy houses  (Dalwa, Nikko, Nomura 
and Yamsichl)  t r a n s l a t e  and p u b l i s h  t h l s  m a c e r l a l  as  w e l l  as  
i n d u s t r y  and economic s t u d i e s .  S ince  a11 f o u r  f i rms  have Ne~ York 
end Nest Coast offices, thls material Is.readily available." 

From George Bookman0 "An Accent on Foreign Stocks," Fortune, 

July 1962: 

Fo l lowlng  ~ d i s c u s s i o n  Of t he  ~ m b l g u i t l e s  about  p r o f i t s  in European 
flnancial reports and the use of hidden reserves,.the author states 
Chic "Bi t  by b i t ,  Europeau c o r p o r a t i o n s ,  sometimes prodded by t h e i r  
governmeuts ,  e r e  i s s u l n g m o r e  i n f o r m a t i o n ,  and a r e  a d o p t i n g  ec -  
counting methods more like those used in the U.S.; and as they 
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beccme more interested in cultivating, the American capital market, 
and in broadening share ownership in their o~n countries, this 
policy of disclosure will doubtless be extendedo" 

From Harry G~ Guthmann, '~The Jenkins Report - Britis~'~ Corporation 

Law Scrutinized for Reform," Financial Anal~sts J0urna~, November - 

December !962: 

In Great Britain: a "!4-member Company Law Committee, under the 
chairmanship of the distinguished jurist, Lord Jenkins, was ap- 
polnted in D~cember 1959 and relensed its report in June of this 
year i 1962_/o Its assignm~¢ wa~ ~o_revime c~rporat~ p=actlce - 
and law and recommend changes, The ~ British--/ Companies Act was 
last overhauled under a Labour Government in 1948 after a similar 
study.by the Cohen C~mmittee." 

='The importance of adequate discl=sure is reflected in the space 
devoted to it Im the two longest chapters.. These are Ct~pter X 
on ~iccounts' and Chapter VI% on =The Protection of Investors, ~ 
and constltu~e more than a fourth of the book's length°" 

(Note: No attempt is made in t}tis memorandum to summarize the 
Jenkins Report ~ecause of the magnitude of the study which covers 
223 pages and contains 334 rec~.maendations~ The report is dis- 
cussed in ~he memorandum dated December 14, 1964 prepared by 
Jeffrey D. Bauman re Legi~iauive Ristory of the Problem of 
Requiring Issuers of Foreign Segurities Traded Overothe-Counter 
to C~mply with the Disciesure Requirements of the Securities 
Exchange Act of 1934 and his me~mraud~n of March 19, 1965 re 
Foreign Digclesure and Reporting Requiremen~so Among the princi- 
pal recon~endations are (I) sales figures, called "turnover," 
should be disclosed; (2) the publication of a flve-yaar summary 
of important accounting figures~ (3) the placing of ' "reserves" 
under accounting headi~g~ that will show their ~rue nature; and 
(4) the giving of more adequate protection to investors with 
respec~ to take-over bids°) 

~= Ne~ Stock Ruler " The ~ew Y=rk Times, From ~=European~ U.=~ , . . . . . . .  

June 7, 1963: 

"The g~ternaeional Fedora ~'ion "'~ Exchanges c,'r ~'£ock . _ ,-,nan.imously agreed 
e .... :.,,=u~ f!nanci@! information by !i~ed 

co~npanien ~.0as de,q"" '" iu.zrease public ~nterest in ~ecurities 

'q'he --=~ . . . . . .  "~ ,_~,:~u!o~... ¢_ succe$~oi- co ~he A&sociaticn cf European Stock 
Exchangee. agreel to : o . " , " . dv  the object and the m.e~z~s of a concerted 
].nforn~ t ion poiicy~ 



'~he policy would to~ch such ,mm=~¢rs as improved company repor£s, 
couno!idaCed balance sheets of multlp~e enterprises, publlca~ion 
o~ the investments of enterprises an~mora frequent pub~Icmtlon of 
reports by companies° 

'~he issue of disclosure ~f financial infor~latlon is an acute one 
in Western Europe° Todayts resolution puts the European stock 
exchanges on record as favoring greater disclosure in principle° 

'~h¢ federation includes the stock e~changes of Austria, Belglum~ 
Brlt~In, Frances "~e8£ Germany, Italy~ Luxembourg~ ~he Netherlands, 
Spain and Swlczerlen~o 

A' 

" o o o i~ ,~as clear that the s~oe~ exchange representatives had 
agr~e~ on =he pr~uclple that more company i n fo rma t ion  shoal4 be 
4isclosed in Eu~'opeo" 

From "Second E~ropean Financial Analysts Congress - Amerlcam Observers 

Report on Meetlm~ Financial Anal~..sts Journal, September - Oc=ober 19~3~ 

The Second Congress of The European Federation of Financial Analys~s 
Societies t~ok place in Cambridge, Englan4, In July 1963o A~erlcan 
observers reporting on =he meeting state: "Here was a diligent 
group of devoted men f~om several countries and al~ walks of flnmn- 
¢ia! life not trying (particularly =t this ~i~ae) to  4evelop Intrl- 
ca~e techniques of analysis, but simply to arrive at the common 
ground Of financial language ~erm~nology an4 concepts out of a 
relative morass of inadequate Informa~iOno" 

The observers further state: "In the field of corForate reporting, 
emjor emphasis was placed upon the need for Analysts and Analyst 
Societies to push for better and more frequen~ reporting. It was 
felt ~_het An~lys= So¢le~ies rather than Analys~s Indiwiduelly ~oula 
be m~}:e sg~cessful , but i~ ~ms also felt £ha~ the Federation itself 
should enter the arena and push its weight awaund." The observers 
go on to say that the keynote of the whole Congress was "an urgency 
to get things done and a ~lll ~o lift the ~hole profession up by 
i~s own 5ootstraps~." 

From ~.~anuel Fo C~ben and Allen E~ l%rcop, "Investment. Of Private 

" ~  Capital In Foreign Securit~.~ in Sectlou V~ 'Tin~nclng Of lutern~tlonal 

Business  T ransac t ions"  in  wa~.~er $o S ~ r e y  ~ud Cr~w~ord ~ha~J° e d i t o r s ,  
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~ r ° p  Guide t o  Interuatlonal Business Transactlons(1963): 

Discussln s disclosure standards in foreign countries, the 
a u t h o r s  s c a t s  t h a t  'q~any c o u n t r i e s  a p p e a r  t o  be  u toying in  
the direction of the United States standards. Since 1959, 
France has required t h a t  corporatlons w h o s e ~ e c u r i t i e s  are -. 
quoted on securities exchanges and which have assets in 
e x c e s s  o f  one b i l l i o n  f r a n c s  p u b l i s h  the  a~ount  o f  g r o s s  
s a l e s °  P r o p o s a l s  f o r  t he  d L s c l o s u r e  o f  g r o s s  s a l e s  and c o s t s  
o f  goo~s s o l d  have  been  s e r l o u s l y  advanced  in  Eng1~nd and in  
Germany° Under t h e  impetus  o f  t he  Cc~nnonMark~t. f u r t h e r  
advances in the standardization of European accounting and 
d i s c l o s u r e  p r a c t i c e s  may be expeccedo Othe r  n a t i o n s  a~so 
have under consideration more comprehensive regulation of the 
o f f e r i n g  and d i s t r i b u t i o n  o f  s e c u r i t i e s °  These  deve lopmen t s  
s u r e s t  t h a t  compl i ance  ~ t t h  t h e  s t a n d a r d s  embodied in  the  
Securities Act will in the future present fewer problems 
than they do today." (Footnote references omltted,) 

From Walter P. Stern, '~nvesting In Japan," Financlal Analysts 

Jouzna!0  January - F e b r u a r y  1964: 

In  a s e c t i o n  d e v o t e d  t o  the  i n v e s t m e n t  c l i m a t e  in  J apan .  t h e  a u t h o r  
states thaC "Generally speaking, published malarial on the general 
economy~ p~rticular Industrles. and iudlvldual COml~nles, is both 
freely available (although not always translated i n t o  Engllsh) and 
adequate by almost any stan@ards." 

Discueslng Japanese a c c o u n t i n g  p r o c e d u r e s ,  he states that " R e p o r t i n g  
is generally rather detailed and presented in an acceptable form 
( ~ l t h o u ~ h  i t  should be r e i t e r a t e d  t h a t  many ~ u ~ e s  do no t  p u b l i s h  
sCatements ln Engllsh So that a translation is som~tlmes necessary°" 

Commenting on income statement accounting, the author points out 
t h a t  "Income s t a t e m e n t s  a r e  g e n e r a l l y  c o ~ l e t e  in  t h a t  t h e y  i n c l u d e  
sales, cost of goods sold, operating profit, non-operatlng profit, 
e tCo"  With r e s p e c t  t o  b a l a n c e  s h e e t  a c c o u n t i n g ,  he i n d i c a t e s  t h a t  
"Balance sheets tend to be fairly accurate by usual American 
standards o f  a c c o u n t i n g ;  consolidated statements; b ~ v e r ,  o o . 

a r e  u s u a l l y  noc g i v e n ° "  

From Carl Do Ross, 'The Changing Mexican ~r[cet~" financial A-~lyst8 

3ourna_______!1, b~y - June 1964: 

D i s c u s s i n g  t h e  wide  v a r i a t i o n  in  p u b l i c  d i s c l o s u r e  o f  Mexican companies ,  
the writer states, ho,~;ever, that "the situation is gradually im- 
proving and more c o ~ p a n i e s  a r e  ~ l e a s i u g  more d a t a  than  t h e y  d id  
even five years ago°" He goes on t o  p o i n t  ou t  t h a t  "A side effect 
of compulsory profit sharln~ has been t o  encourage some c(nspanles 
to disclose a profi£ end loss statemenCo The Bolas / Mexico City 
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S~ock Exchange--/ is encouraging, b~ net compelling, release of 
~uarterly flnanci~l ~a~em~uts~ and an increasing number of lls~ed 
~nies are reporting @uarterly earnings." 

Fz~mAdolphe Jo Warner, !~o 6793 - A Threat to U. So ~elders of 

Foreign Securities," Financial AnaiysCs Journal ~ S e p t e m b e r  - October 1964:  

I n  e r g u i n g  against the provisions of the Securities A c t s  ~ n d m e n ~ s  
o f  19~ as ~hey relat~ ~o foreign issuers, the author sta~es that 
many foreign oompanles are gra~ual~y ~ o v i d i n g  stockholders with 
mo~e detaile~ Infoz~n~tion. 

Fr~ Robert Ho Jackson. "Public Offerings: A Cumparative S t u d y  o f  

Disclosure i n  Western Europe and =he Unite4 States," Western Reserve Low 

Revie.._~w, December 1964: 

I n  contrasting Securities A~ ~isclosure requiremeuts and  tradltional 
¢~nginental business practices and eccounzlng methods. ~he a u t h o r  
c o n c l u d e s  that "there is o o o an apparent gr~Ing tendency towar~ 
standardization o f  acc~mting dlsclosures an~ uniform business 
practices g h r o u g h  the initla~ afforts of ~he ~ Market Conferences, 
which should e ~ e n ~ u a [ l y  eslarge ~he a m ~ n t  of informatien available to 
~he prospective InvestOrs" 

T~m final paragraph of his articles points out tha~ "the Belglua 
securities reg~latlons~ ~he n~ F~ench la~s ~ stock e~change 
listings° and the m~ern Sw~ish la~ providing s~rlct financial 
statements for p u b i i c  c~mpsnles are greet s ~ e p s  for~mzd in glving 
~he invests= pro~ection on ne~ an4 subsequent issues°" 

From L~tCer dated Augus~p 196~, issued by the Chairman, i~ndon Stock 

Exchange, ~o companies listed ~n =he Exchange: 

The Ig£ter opens with the statement that "I f~el sure that you wi!i 
have no, iced in recent yea~s a growing volume of =ommen£ and p u S l i c  
discussion as ~o the amount of information belngm~de available by 
p u b l i c  c(~panles £o their sharaholderSo A number of c~anies 
a!ready give much information in ghelr annual r~ports and accounts 
and some pub!ish quarterly or half-yearly star,man, So Such a c t i o n  
has been grea£1y welcome4 5oth as a contrlbutlon to the establlsho 
me_mr of orderly markets and to the encouras~nt of p u b ! i s  
confldence~*' 

The ~e~.e~ comtains i n  an appe~diK a series of reeo~mengatio~s for 
further disclesure and d~sws particular at£s~tlon to the follow, lag 
four points: 
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"(a) the supplyLug of inform~tlon as to the ¢¢mposltlou of 
a group of ccmpanles and ss to any m~Jor interests in aso 
soclated ¢¢~pnnies; 

(b) t h e  d l s c l o s u r e  of t u r a o v z r ;  

(c)  ~here ~ .company o~ a group carries on ~ I d e l y  differing 
o p e r a t i o n s ,  t h e  p r o v i s i o n  o f  mn analysis of  t r a d i n g  r ~ s u l t s ;  

(d)  the issue o f  q u a r t e r l y  o r  h ~ I f - y ~ r l y  i n t e r l m  r e p o r t S o "  

1~e letter indicates that t h e  Exchange proposes to make (a), "(c) 
and (d)  r e q u i r e m e n t s  f o r  ~dmlssion to q u o ~ t i o n .  

From gnvestors C.h~onlcle, February 26, 1965~ page 715 (as s _uww~_ rlzed 

i n  Jeffrey D. Baumanes m e ~ e ~ n d u m o f H a r c h  19, 1965 r e  Foreign Disclosure 

and Reporc lng  RequLrem~nts) :  

The Exchange f o l l o u ~ i  ice August suggestions w i t h  more requirements 
f o r  n e e  comp~nleso As of Harch 26, 1965, all new companles w i l l  
.have co give a suppl~nta! undertaklng to give a description of 
their dlfferenc o p e r a t i o n s  ~nd t h e  figures or percentages o f  Chest 
ope~ati~ns ~herem~ter~lo I n  a d ~ l ¢ i o n ,  t h e  ¢ ~ p = n y ~ u s c  g ive  the 
names and countries of i t s  subsldlmrles together u l c h  the p e r -  
c e n t ~ ge  o f . t h e  e q u i t y  c ~ i c a l ~ h i c h  i t  o ~ s .  When a company h o l d s  
2Ytoof a s u b s i d i a r y ,  l e  must give ¢he~a~ticu~rs of ~he issued 
sh~es ~nd.loen capi ta l  and the.reserves o f  the subsidiary. 
F!uelly, every ne~ company must f u r n i s h  its stockholders and the 
Eseh~nge w i t h  ~ h ~ l f - y e a r l y  i n t e ~ / ~  r e ~ r t °  

The Exchange noted Chat the response to its August 1964 letter had 
been v e r y  good end C h a ~ u ~ n y  ~i8~ed c¢~pan£e~ had v o l u n t a r i l y  
~ m p l ~ n C e d  some o f  i t s  r~coc~end.aCi~nSo 

Fr~n a Resolutlon of-The Federatlzu £nCe~nationa~e des Bourses de 

Vag~ur~ (FederatiOn o f  gntermaClon~k Stock Exchanges) released November 24, 

1964: '~ 

This  r e s o l u t i o n  i s  headzd  " I n f e r = s C i o n  f o r  the  P u b l i c  on the  A c t i v i =  
t l e s  mud A s s e t s  o£ O f £ 1 c i a l ~ y  Quote~ C c ~ p e n l e s , "  s e t s  f o r t h  con- 
c~us lons  r eache~  a t  .a m e e t i n g  o f  ~be F e d e r a t i o n  and ~ecoz~ends t h e t  
m ~ b e r  s t o c k  exchanges  encourage  the  companies ~hose  s e c u r i t i e s  a r e  
quoemd on t h e i r  azchange~ to  comply wi~h the  cone lus ions¢  These 
conclusions cover 16 pole, s of disclosure ~n the balance shee~, 11 
lu t h e  profit mad ~oss accoun t s  including consolidated net ezt~rnai 
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sales, and 3 r e g a r d i n g  consolidation of accountSo Disclosure o~ 
t h e  following i n f o r m a t i o n  is also called for: turnover, nature 
o f  activity and volume of  production~ technical activity, f u t u r e  
p r o g r a m s ,  p o r t f o l i o  o f  i n v e s t m e n t s ,  f i x e d  i n v e s t m e n t s ,  s t o c k s  
(inventory), long and medium term debts,  fiscal regulations and 
banMing obligations° The resol~tlon goes on ro recommend the- 
publication of semi-annu~! inCerlm financial state~entSo 

From "Swiss Companies - More Information?"0 The Economist, January 

23, 1965: 

The article states thaC '~iore companies are non g i v i n g  details of 
t h e i r  t u r n o v e r  - i n c l u d i n s  t h r e e  o u t  o f  t h e  f o u r  b i g  c h e m i c a l  
c~npanles in Basle, ~ * *o" The article also describes as an 
important step f o r w a r d  a circular sent t o  eli Swiss companies 
which  recommends that in the next few years cmmpanles with shares 
listed on the stock exchange should supply information abou£ such 
~atters as ~roup turnover, and its geo~aphi~l and  product dis- 
t~ibucion; methods o f  waluatlon of assets and investment practices; 
and the presentation of comparative statistics over a p e r i o d  of 
years° 

From Robert No Gibson, "Comparative Professlonal Accountancy o 

Australia~" The A c c o u n t i n g  Revle~.., January 1965: 

This article outlines some significant changes ~hich have occurred 
in the last five years in Australia with partlcul.sz reference to 
the accountant's duties arising from the Uniform Companies Act 
adopted i n  1961 by the six Australian States. 

"The recent division of proprletarycompenles has increased to 
some extent the number of companies required to publish accounts° 
Amendments to the standards of dlselosuze have a l s o  been included 
i n  t h e  Uniform Actso" 

"Sigulficant new items included in the minimum statutory disclosure 
include 

(i) Inclusion of the previous year~s comparative figures° 

(li) The aggregate quoted market value of any investments 
including government bonds and shares in companies 
listed ~a a stock exchange° 

(iii) The c o s t  v a l u e  and  nn~un~ o f  d e p r e c i a t i o n  p r o v i d e d  t o  
date for all fixed assets (a transition clause allc~s some 
e x l s t i n g  a s s e t s  t o  be c a r r i e d  f o r w a r d  a t  n e t  book v n l u e ) ~  
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( i v )  The am, uriC ouCsCandln~ on c o n t r a c t s  f o r  c a p i r ~ l  
e x p e n d i t u r e °  

(v) The b a l a n c e  o f  p r o v i s i o n  f o r  t a x a t i o n  i n  a d d i t i o n  
Co t h e  a~ount  p rov ided  in  t h e  p a r t i c u l a r  y e a r ° "  

Companies u h i c h  r a i s e  funds  In  any  o f  t h e  forms d i s c u s s e d  in  t h e  
a r t i c l e  a r e  now r e q u i r e d  ~o f i l e  a s i x - m o n t h l y  Ba lance  Shee t  and 
and P r o f i t  and Loss Account°  

On September  1, 1964~ t h e  A = s o c / ~ c e d S t o c k F ~ c h a n g e s  i s s u e d  a ne~ 
* O f f i c i a l  L i s t  RequiremenCSo~ "k ne~ r e q u i r e m e n t  r e q u i r e s  t h e  
a c t , o n  ClUB r e p o r t s  co be Lssued v l t h i n  f o u r  months o f  t he  c l o s e  
o f  t h e  f i n a n c i a l  y e a r ° "  " q u a r t e r l y  and h a l f  y e a r l y  r e p o r t s  from 
e b o r r o ~ t n g * c o m p a n i e s  ~ l l l  be r e q u i r e d  i n  a l l  s c a r e s  o o o" 

In  t h e  conclusion t o  h i s  a r C i ¢ l e ,  t h e  a u t h o r  s t a t e s :  ' ~ h e  ~osc  
s i g n i f i c a n t  change in  P r o C e s s i o n a l  AccounCin 8 i n  A u s t r a l i a  over  
t h e  p a s t  f i v e  y e a r s  has  been  t h e  i n t r o d u c t i o n  o f  u n i f o r m  l e g a l  
r e q u i r e n e n c s  w i t h  r e s p e c t  to  companies .  

The scope  o f  t h e  audiCor~s  d u t y  has  been e x t e n d e d  by  an i n c r e a s e  
in  . the r ange  o f  companies  r e q u i r e d  t o  p u b l i s h  f i n a n c i a l  sca te~enCs  
and by  t h e  i n c r e a s e d  s t a n d a r d  o f  d i s c l o s u r e  r e q u i r e d . "  

From Manuel F o Cohen, ' q : u r r e n t  Developments  a t  t h e  SEC." 

AccounCin~ Reyiew, J a n u a r y  1965: 

I n  c o n n e c t i o n  w i t h  a d i s c u s s i o n  o f  t h e  C m l i s s t o n t s  S p e c i a l  S tudy .  
Chairman Cohen went on t o  s t & r e :  

" I f  Z may d i g r e s s  f o r .  J u s t  a mmaent~ I ~ u l d  l i k e  t o  n o t e  a r a s h  o f  
s i m i l a r  s t u d i e s  in  ~Cher  c o u n t r i e s °  In  f a c t ,  our  S p e c i a l  S tudy  may 
be d e s c r i b e d  as  t h e  m a n i f e s t a t i o n  in  t h l s  c o u n t r y  o f  an  I n t e r n e t i o n a l  
t r e n d ;  a. t r e n d  which  has  d e v e l o p e d  r o o t s  i n  such d i v e r s e  c o u n t r i e s  es  
England ,  F r a n c e ,  West Germany, Canada and _several  o f  t h e  emerg ing  
n a t i o n s  o 

" S i m i l a r  r e f o r ms  o c c u r r e d  t h roughou t  the  w e s t e r n  wor ld  between L925 
and 1935 ~heu much o f  t h e  c u r r e n t l y  e n £ s t i u S  ]Lests la t ion"  was for~mo 
l a c e d  h e r e  and abroad°  The F e d e r a l  s e c u r i t i e s  laws borrowed t h e  
d i s c l o s u r e  concep t  f r ~  England.  ~ ,  o t h e r  s o v e r ~ e n t s  have  been 
a d v l e e d  Co l o o k  co ou r  p r e c C l c e s  o f  p r o v i d i n g  s t e e r e r  d i s c l o s u r e  
and c o n t r o l  i n  t h e  d t s C ~ b u t i o n  end t r a d i n g  of. s e c u r i t i e s .  I ndeed ,  
c c n ~ i s s t o n s  a p p o i n t e d  i n  o t h e r  c o u n t r i e s  have u r s e d  t h e  e s c e b l i s h ~ e n c  

.of  r e g u l a t o r y  b o d i e s  s i m i l a r  co t h e  SEt.  The i d e a s  c o b , d i e d  in  our  
ia,~s a r e  p r o v t n s  Co be e x p o r t  i t e m s .  
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'%par~ from such suggestions, the existing institutions are 
strengthening their controls very substantially° Thus~ ac- 
countants and businessmen in England will, like their brethren 
in £hi~ coun=ry~ soon assume new disclosure responslbillties. 
As a result of certain corporate failures and takeovers ~hleh 
were accompanle~ by serious consequences for i~vestors, the - 
London Stock  Exchange has recen~ly proposed, and in some cases 
a~pted, new rules calling for gre~ter disclosure of  corpora te  
affairs°" 

From E~ward So Wilson~ "The ~964 European Conference Tour," 

F£nan~i~l Aq~sts Journal, January ° February 1965: 

This article describes a Europenn tour by elghtTofive security 
analysts representing constituent societies of The Federation of  
Financial Analysts in the Unlte4 States and Canadao With respect 
to Germeny0the statement is made that "Enact!on by the government 
of the Ma~or Company Law by 1956 should ~ead to the release of 
smbstantiell~ more detaile~ financial information, the first step 
in deve~opln~a more consistent system of analyzing German c~mpanleso" 

Tb~e report of the tour concludes with the statement thmt "it should 
be emphasized thaz information being supplied by Industria~.flrms, 
@articu!arly in West Germany~ Holland, and the United [~[ngdom is 
much m~re c~mprehens!ve than d~rlng our Ap~!l 196! trip to Europeo" 

From Davi4 Eo Spray, editor, The principal Stock Exchanges of the 

"o o o recently it hes become cust~ma~-y particularly among the 
larger and more modern ccmpanles ~ in ltaly_/~ to furnish voluntarily 
mo~e frequent and greater amounts of Informatlon reSsrdlng the trend 
of the business" (Chapter Six~ "~he Stock MarkeCs In Italy," p~ 146)o 

E ! n  England Ta "series of Companies Acts~ culminating in the 
Companies Act of 1948, have devised from time to time regulations 
to affo~4 safeguards and a considerable measure of protection to 
the prospective investor° Every public invitation to subscrlbe 
capita% to a company mmst incorporate in the form of a prospectus 
a statement of facts ~hlch are deemed material to the prospectus 
of ~he company and to the security of the capital to be subscribed= 
While not so ex.tensive as the regulations of the Security and 
Exchange Commission in the United States, the provisions of =he 
Companies &ct of 1948 require the disclosure of all ~eterial facts, 
in ~he event of knowing non-disclosure or misstat.~n%ento 
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'~ur~hermore, the Stock Exchange has g~ea=ly e~ende~ i t s  own 
¢ ~ t r o l  ove~ the quali~y of securities admitted to quota t ion= 
Every prospective ~ew issue is ~ub~ected to a searching e~smi- 
natlon by t h e  S£oeE Ezchan~e~ which takes into a¢coun~ such 
matters as ~he adequacy of 4ata furnished, the records o f  ~he 
persona ¢onnecte~ wi~h the company, i~s his~.ory, and the arrange-- 
meet8 ma~e £o secure a free market." (Chapter Eight~ 'The London 
Stock E~cheng@ and O~her S~oak Marke~s In Great Britain," po 179). 

In Japau~ "In order ~o dls~ribute shares ~ng !n~ivi@ua% Investors 
an~ ~o werk for the sm.-oe~h pro=uremen~ of funds on the ~pen marke~ 
i~ was imperative ~ha~ measures he ~aken for the drastic reform 
o f  ~he securi£1es system a~ ~0 ~evise a~equa£e ways to  pro~ec= 
the in~est~So This was the a.~ma of the Securities and Exchange 
Law of ~948° The Law was pa~mrne~ after the U° So Securities 
Act o f  !933,  the Securities Ezchange Act Of !(~:)~ an4 the Banking 
AC~ o f  %933o Ig is the fun~/amental Is%, g o v e r n i n g  se&~rlties 
business in Japan°" (ChapZer Ten~ "The Stock Exchanges of 3apa~" 
po 2Z )o 

'%Y~hough P h i l i p p i n e  !a~s  a r e  based ou Roman La~ and the  Code 
Napoleon,  and l o c a l  i n s t i t u t i o n s  deve~opmd u t ~ e r  ~he in£Xuenee 
o f  c e ~ r i e s  o f  Spanish dcmi~ion, flna~ci~ ke~isla~Icn an4 
i~se~.uelons In the Fhi~ipplnes are m~eled ~f~er ~he Amerlcam 
~yst-cm~ Th e p r o m ~ i z n  a~d ,-~,~!mtenance o f  e ~ h i c a l  b u s ! n a s s  p rac t ime~  
.a~c~g e~ceprema~zs ° promote r s  = c o . r a t e  of~1.cers, stockbrokers, 
s e c u r i a y  ~ealers, and investment managers an~ advisers; ~he preo 
vem~ion of fraud in security offerings; zhm a~suranCe of a fair and 
orderly ~arke t  fo~ securities; and the pro~eetic~n o f  investors an4 
stoel~holders ~ all these are with;n the legal and Ins~i~u~ionai 
fr~m~ozk o f  the securities market in the Phili~p!neSo (Chapter 
E~even~ ='The Securities ~.[arke£ ~n The Philipplnes,'~ p~ 285°) 


