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REGULATION S-X

Under the Securities Act of 1933, Securities Exchange Act of 1934, Public
Utility Holding Company Act of 1935 and Investment Company Act of 1940

Form and Content of
Financial Statements

As in Effect October 14, 1970

THIS REGULATION IS PUBLISHED IN THE CODE
OF FEDERAL REGULATIONS AS TITLE 17, PART
210. THUS RULE 1-01 OF THIS REGULATION IS

DESIGNATED IN THE CODE AS 17, CFR 210.1-01

UNITED STATES
SECURITIES AND EXCHANGE COMMISSION



For sale by the Superintendent of Documents, U.S. Government Printing Office
Washington, D.C. 20402 - Price 75 cents



PREFACE

This regulation (together with the Accounting Series Releases) states the requirements applicable
to the form and content of financial statements. The instructions as to what financial statements are
required to be filed are contained in the form prescribed for the respective registration statement, appli-
cation for registration, or report.

Attention is directed to the General Rules and Regulations, under each of the acts, which contain
certain rules of a general nature applicable to this regulation, particularly rules defining terms and
rules prescribing the mode of printing and physical presentation of matter to be filed with the
Commission.
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ARTICLE 1.

Rule 1-01. Application of Regulation S-X.

(a) This regulation (together with the Account-
ing Series Releases) states the requirements appli-
cable to the form and content of all financial
statements required to be filed as a part of —

(1) Registration statements under the Securities
Act of 1933, except as otherwise specifically pro-
vided in the forms which are to be used for regis-
tration under this Act;

(2) Registration statements under section 12
and annual or other reports under sections 13 and
15(d) of the Securities Exchange Act of 1934,
except as otherwise specifically provided in the
forms which are to be used for registration and
reporting under these sections of this Act;

(3) Registration statements and annual reports
filed under the Public Utility Holding Company
Act of 1935 by public utility holding companies
registered under such Act; and

(4) Registration statements and annual reports
under the Investment Company Act of 1940.

() The term “financial statements” as used
in this regulation shall be deemed to include all
supporting schedules.

Amended para. (a) Mar. 20, 1968, Rel. AS-111, eff.
Mar. 20, 1968.

Rule 1-02. Definitions of Terms Used in Regula-
'.i0n S'XO

Unless the context otherwise requires, terms
defined in the General Rules and Regulations
or in the instructions to the applicable form,
when used in regulation S-X, shall have the re-
spective meanings given in such instructions or
rules. In addition the following terms shall have
the mecanings indicated in this rule unless the
context otherwise requires:

Affiliate.—An “affilinte” of, or a person “affil-
iated” with, a specified person, is a person that
directly, or indirectly through one or more
intermediaries, controls, or is controlled by, or
1s under common control with, the person specified.

APPLICATION OF REGULATION S8-X

Bank holding company. —The term ‘“bank
holding company” means a person which is
engaged, either directly or indirectly, primarily
in the business of owning securities of banks, for
the purpose and with the effect of exercising
control.

Control.—The term ‘“control’”’ (including the
terms ‘“controlling,” ‘“‘controlled by’ and ‘‘under
common control with”’) means the possession,
direct or indirect, of the power to direct or cause
the direction of the management and policies of a
person, whether through the ownership of voting
securities, by contract, or otherwise.

Equity security.—The term ‘‘equity security”
means any stock or similar security; or any
security convertible, with or without considera-
tion, into such a security, or carrying any warrant
or right to subscribe to or purchase such a security;
or any such warrant or right.

Fifty-percent owned person.-—The term “fifty-
percent owned person’”’ means a person in respect
of which the registrant owns directly or indirectly
approximately 509, of the voting securities and
approximately 509, of the voting securities of
such person is owned directly or indirectly by
another single interest.

Majority-owned subsidiary.—The term ‘“ma-
jority-owned subsidiary’’ means a subsidiary more
than fifty percent of whose outstanding securities
representing the right, other than as affected by
events of default, to vote for the election of
directors, is owned by the subsidiary’s parent
and/or one or more of the parent’s other majority-
owned subsidiaries.

Material.—The term “material,” when used to
qualify a requirement for the furnishing of infor-
mation as to any subject, limits the information
required to those matters as to which an average
prudent investor ought reasonably to be informed
before purchasing the security registered.

Parent.—A “parent”’ of a specified person is an
affiliate controlling such person directly, or in-
directly through one or more intermediaries.



Article 1. Rule 1-02

Principal holders of equity securities.—The
term ‘“‘principal holders of equity securities,’’ used
in respect of a particular registration statement
or report, means the persons named in the item
of such statement or report calling for holders of
record or beneficial owners of more than 10 percent
of any class of equity securities. If the particular
statement or report contains no such item, the
term means the persons named in the most recent
related registration statement, application or
report of the registrant which contains such an
item.

Registrant.—The term ‘‘registrant’’ means the.

issuer of the securities for which an application,
a registration statement, or a report is filed.

Significant subsidiary.—The term ‘significant
subsidiary’’ means a subsidiary meeting any one
of the following conditions:

(a) The assets of the subsidiary, or the invest,
ments in and advances to the subsidiary by its
parent and the parent’s other subsidiaries, if any,
exceed 15 percent of the assets of the parent and
its subsidiaries on a consolidated basis.

(b) The sales and operating revenues of the

ARTICLE 2.
Rule 2-01. Qualifications of Accountants.

(@) The Commission will not recognize any
person as a certified public accountant who is not
duly registeréd and in good standing as such under
the laws of the place of his residence or principal
office. The Commission will not recognize any
person as a public accountant who is not in good
standing and entitled to practice as such under
the laws of the place of his residence or principal
office.

(0) The Commission will not recognize any
certified public accountant or public accountant
as independent who is not in fact independent.
For example, an accountant will be considered not
independent with respect to any person or any of
its parents or subsidiaries in whom he has, or had
during the period of report, any direct financial
interest or any material indirect financial interest;
or with whom he is, or was during such period,
connected as a promoter, underwriter, voting
trustee, director, officer, or employee.

(¢) In determining whether an accountant may
in fact be not independent with respect to a

SECURITIES AND EXCHANGE COMMISSION

subsidiary exceed 15 percent of the sales and
operating revenues of its parent and the parent’s
subsidiaries on a consolidated basis.

(¢) The subsidiary is the parent of one or more
subsidiaries and together with such subsidiaries
would, if considered in the aggregate, constitute a
significant subsidiary.

Subsidiary.—A ‘‘subsidiary”’ of a specified
person is an affiliate controlled by such person
directly, or indirectly through one or more inter-
mediaries.

Totally-held subsidiary.--The term ‘totally-
held subsidiary” means a subsidiary (a) substan-
tially all of whose outstanding securities are owned
by its parent and/or the parent’s other totally-
held subsidiaries, and () which is not indebted to
any person other than its pacent and/or the par-
ent’s other totally-held subsidiaries, in an amount
which is material in relation to the particular sub-
sidiary, excepting indebtedness incurred in the
ordinary course of business which is not overdue
and which matures within one year from the date
of its creation, whether evidenced by securities
or not.

CERTIFICATION

particular person, the Commission will give
appropriate consideration to all relevant circum-
stances, including evidence bearing on all rela-
tionships. between the accountant and that person
or any affiliate thereof, and will not confine itself
to the relationships existing in connection witr
the filing of reports with the Commission.

Rule 2-02. Accountants’ Certificates.

(a) Technical requirements.—The accountant’s
certificate shall be dated, shall be signed manually,
and shall identify without detailed enumeration
the financial statements covered by the certificate.

(b) Representations as to the audit.—The
accountant’s certificate (i) shall state whether the
audit was made in accordance with generally
accepted auditing standards; and (ii) shall desig-
nate any auditing procedures generally recognized
as normal, or deemed necessary by the accountant
under the circumstances of the particular case,
which have been omitted, and the reasons for
their omission.

Nothing in this rule shall be construed to imply
authority for the omission of any procedure which
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independent accountants would ordinarily employ
in the course of an audit made for the purpose of
expressing the opinions required by paragraph (c)
of this rule.

‘(¢) Opinions to be expressed.—The account-
ant’s certificate shall state clearly: (i) the opinion
of the accountant in respect of the financial state-
ments covered by the certificate and the account-
ing principles and practices reflected therein;
(ii) the opinion of the accountant as to any
material changes in accounting principles or
practices or method of applying the accounting
principles or practices, or adjustments of the
accounts, required to be set forth by rule 3-07;
and (iii) the nature of, and the opinion of the
accountant as to, any material differences between
the accounting principles and practices reflected
in the financial statements and those reflected in
the accounts after the entry of adjustments for
the period under review.

(d) Exceptions.—Any matters to which the
accountant takes exception shall be clearly identi-
fied, the exception thereto specifically and clearly
stated, and, to the extent practicable, the effect
of each such exception on the related financial
statements given.

Rule 2-03. Certification by Foreign Government
Auditors.

Notwithstanding any requirements as to certi-
fication by independent accountants, the financial
statements of any foreign governmental agency

_ Article 3. Rule 3-03(a)

may be certified by .the regular and customary
auditing staff of the respective government, if
public financial statements of such governmental
agency are customarily certified by such auditing
staff.

Rule 2-04. Certification of Financial Statements
of Persons Other Than the Registrant.

If a registrant is required to file financial state-
ments of any other person, such statements need
not be certified if certification of such statements
would not be required if sucl. person were itself
a registrant.

Rule 2-05. Certification of Financial Statements
by More Than One Accountant.

If, with respect to the certification of the
financial statements of any person, the principal
accountant relies on an examination made by
another independent public accountant of cer-
tain of the accounts of such person or its sub-
sidiaries, the certificate of such other account-
ant shall be filed (and the provisions of rules 2-01
and 2-02 shall be applicable thereto); however,
the certificate of such other accountant need
not be filed (a) if no reference is made directly or
indirectly to such other accountant’s examination
in the principal accountant’s certificate, or (b) if,
having referred to such other accountant’s exam-
ination, the principal accountant states in his
certificate that he assumes responsibility for such
other accountant’s examination in the same
manner as if it had been made by him.

ARTICLE 3. RULES OF GENERAL APPLICATION

Rule 3-01. Form, Order, and Terminology.

(a) Financial statements may be filed in such
form and order, and may use such generally ac-
cepted terminology, as will best indicate their
significance and character in the light of the pro-
visions applicable thereto.

(b) All money amounts required to be shown in
financial statements may be expressed in even
dollars or thousands of dollars, provided that, in
the latter case, an indication to that effect is
inserted immediately beneath the caption of the
statement or schedule, or at the top of each money
column. The individual amounts shown need
not be adjusted to the nearest dollar or thousand
if in a note it is stated that the failure of the items

to add to the totals shown is due to the dropping
of amounts less than $1.00 or $1,000, as appro-
priate.

Rule 3-02. Items Not Material.

If the amount which would otherwise be re-
quired to be shown with respect to any item is
not material, it need not be separately set forth
in the manner prescribed.

Rule 3-03. Inapplicable Captions and Omission of
Unrequired or Inapplicable Financial State-
ments.

(@) No caption need be shown in any financial
statement as to which the items and capditions
are not present.
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(b) Financial statements not required or inap-
plicable because the required matter is not present
need not be filed.

(¢) Financial statements omitted. and the rea-
sons for their omission shall be indicated in the
list of financial statements required by the appli-
cable form.

Rule 3-04. Omission of Substantially Identical
Notes.

If a note covering substantially the same subject
matter is required with respect to two or more
financial statements, the required information
may be shown in a note to only one of such state-
ments provided that a clear and specific reference
thereto is made in each of the other statements
with respect to which the note is required.

Rule 3-05. Omission of Names of Certain Sub-
sidiaries.

Notwithstanding the requirements as to par-
ticular statements, subsidiaries, the names of
which are permitted to be omiitted from the list
of affiliates required by the applicable form, need
not be named in any financial statement. Rea-
sonable grouping of such subsidiaries may be made,
with an explanatory group caption which shall
state the number of subsidiaries included in the
group.

Rule 3-06. Additional Information.

The information required with respect to any
statement shall be furnished as & minimum re-
quirement to which shall be added such further
materia! information as is necessary to make the
required statements, in the light of the circum-
stances under which they are made, not misleading.
This rule shall be applicable to all statements
required to be filed, including copies of state-
ments required to be filed in the first instance
with other governmental agencies.

Rule 3-07. Changes in Accounting Principles and
Practices and Retroactive Adjustments of
Accounts,

(a) Any change in accounting principle or
practice, or in the method of applying any ac-
counting principle or practice, made during any
period for which financial statements are filed
which affects comparability of such financial
statements with those of prior or future periods,
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and the effect thereof upon the net income for
each period for which financial statements are
filed, shall be disclosed in a note to the appropriate
financial statement.

() Any material retroactive adjustment made
during any period for which financial statements
are filed, and the effect thereof upon net income
of prior periods shall be disclosed in a note to the
appropriate financial statement.

Rule 3-08. Summary of Accounting Principles and
Practices.

Information required in notes as to accounting
principles and practices reflected in the financial
statements may be presented in the form of a
single statement. In such case specific references
shall be made in the appropriate financial state-
ments to the applicable portion of such single
statement.

Rule 3-09. Conversion of Items in Foreign Cur-
rencies.

The basis of conversion of all items in foreign
currencies shall be stated, and the amount and
disposition of the resulting unrealized profit or
loss shown.

Rule 3-10. Opening Balances.

Instructions which permit the balance of an
account at the beginning of the period for which
financial statements are being filed to be “as per
the accounts’’ shall not be applicable with respect
to companies which have previously filed financial
statements under the Securities Act of 1933 or
the Securities Exchange Act of 1934. As to such
companies, however, balances as per accounts may
be taken as of the close of the most recent period
for which certified financial statements are on file.

Rule 3-11. Valuation and Qualifying Reserves.

Valuation and qualifying reserves shall be shown
separately in the financial statements as deductions
from the specific assets to which they apply.

Rule 3-12, Basis of Determining Amounts—Book
Value.

If an instruction requires a statement as to ‘‘the
basis of determining the amount,” the basis shall
be stated specifically. The term “book value”
will not be sufficiently explanatory unless, in a
particular instruction, it is stated to be acceptable
with respect to a particular item.
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Rule 3-13. Current Assets.

Items classed as current assets shall be generally
realizable within one year. However, generally
recognized trade practices may be followed with
respect to the inclusion of items such as install-
ment receivables or inventories long in process,
provided an appropriate explanation of the cir-
cumstances is made and, if practicable, an esti-
mate is given of the amount not realizable within
one year.

Rule 3-14. Current Liabilities.

Items due and payable within one year shall
in general be classed as current liabilities. How-
ever, generally recognized trade practices may
be followed with respect to the exclusion of items
such as customers’ deposits and deferred income,
provided an appropriate explanation of the
circumstances is made.

Rule 3-15. Reacquired Evidences of Indebtedness.

Reacquired evidences of indebtedness shall be
shown separately as & deduction, under the appro-
priate liability caption. However, reacquired
evidences of indebtedness held for pension and
other special funds not related to the particular
issues may be shown as assets of such funds.
provided that there be stated parenthetically the
amount of such evidences of indebtedness, the
cost thereof, and the amount at which carried.

Rule 3-16. Reacquired Shares.

Reacquired shares shall be shown separately
as & deduction from capital shares, or from the
total of capital shares and surplus, or from
surplus, at either par or stated value, or cost, as
circumstances require.

Rule 3-17. Discount on Capital Shares.
Discount on capital shares, or any unamortized
balance thereof, shall be shown separately as a

deduction from capital shares or from surplus,
as circumstances require.

Rule 3-18. Commitments.

(a) If material in amount the pertinent facts
relative to firm commitments for the acquisition
of permanent investments and fixed assets and for

the purchase, repurchase, construction, or rental -

of assets under long-term leases shall be stated
briefly in the balance sheet or in footnotes referred
to therein.

Article 3. Rule 3-19(d)(3)

(b) Where the rentals or obligations under
long-term leases are material there shall be shown
the amounts of annual rentals under such leases
with some indication of the periods for which they
are payable, together with any important obliga-
tion assumed or guarantee made in connection
therewith. If the rentals are conditional, state
the minimum annual amounts.

Rule 3-19. General Notes to Balance Sheets.

If present in regard to the person for which the
statement is filed the following shall be set forth
in the balance sheet or in notes thereto:

(a) Assets subject to lien.—The amounts of
assets mortgaged, pledged, or otherwise subject
to lien shal?abe designated and the obligations
secured shall be briefly identified. However, in
the case of commercial, industrial, and public
utility companies this rule need not be followed
with respect to assets (other than current assets
and securities) given as security for bonds, mort-
gages, and similar debt.

(b) Intercompany profits and losses.—The effect
upon any balance sheet item of profits or losses
resulting from transactions with affiliated com-
panies shall be stated. If impracticable of accurate
determination, without unreasonable effort or
expense, give an estimate or explain.

(c) Defaults.—The facts and amounts con-
cerning any default in principal, interest, sinking
fund, or redemption provisions with respect to
any issue of securities or credit agreements, or
any breach of covenant of a related indenture or
agreement, shall be stated. Notation of such
default or breach of covenant shall be made in
the balance sheet.

(d) Preferred shares.—

(1) If callable, the date or dates and the amount
per share at which such shares are callable shall
be stated.

(2) Arrears in cumulative dividends per share
and in total for each class of shares shall be stated.

(3) Preferences on involuntary liquidation, if
other than the par or stated value, shall be shown.
When the excess involved is material there shall
be shown (i) the difference between the aggregate
preference on involuntary liquidation and the
aggregate par or siated value; (ii) a statement
that this difference, plus any arrears in dividends,
exceeds the sum of the par or stated value of the
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junior capital shares and the surplus, if such is the
case; and (iii) a statement as to the existence, or
absence, of any restrictions upon surplus growing
out of the fact that upon involuntary liquidation
the preference of the preferred shares exceeds
its par or stated value.

(¢) Pension and retirement plans.—

(1) A brief description of the essential pro-
visions of any employee pension or retirement
plan shall be given.

(2) The estimated annual cost of the plan
shall be stated.

(3) If a plan has not been funded or otherwise
provided for, the estimated amount that would
be necessary to fund or otherwise provide for the
past service cost of the plan shall be disclosed.

() Restrictions which limit the availability of
surplus for dividend purposes.—Describe any
such restriction, other than as reported in (d)
above, indicating briefly its source, its pertinent
provisions, and, where appropriate and deter-
minable, the amount of the surplus so restricted.

(9) Contingent liabilities.—A brief statement
as to contingent liabilities not reflected in the
balance sheet shall be made. In the case of guaran-
tees of securities of other issuers a reference to the
appropriate schedule shall be included.

Rule 3-20. General Notes to Profit and Loss
Statements.

If present in regard to the person for which the
statement is filed, the following shall be set forth
in the profit and loss statement or in notes thereto:

(a) Instalment or deferred sales.—If sales are
made on a deferred basis, such as instalment sales
or sales of equipment long in process of manu-
facture, the basis of taking profits into income
shall be stated.

() Intercompany profits and losses.—The
amount of any profits or losses resulting from
transactions between affiliated companies shall be
stated. Ifimpracticable of determination without
unreasonable effort and expense, give an estimate
or explain.

(c) Depreciation, depletion, obsolescence, and
amortization.—State for the period for which
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profit and loss statements are filed, the policy
followed with respect to—

(1) The provision for depreciation, depletion,
and obsolescence of physical properties or reserves
created in lieu thereof, including the methods and,
if practicable, the rates used in computing the
annual amounts;

(2) The provision for depreciation and amorti-
zation of intangibles, or reserves created in lieu
thereof, including the methods and, if practicable,
the rates used in computing the annual amounts;

(3) The accounting treatment for maintenance,
repairs, renewals, and betterments; and

(4) The adjustment of the accumulated re-
serves for depreciation, depletion, obsolescence,
amortization or reserves in lieu thereof, at the
time the properties are retired or otherwise dis-
posed of, including the disposition made of any
profit or loss on sale of such properties.

(d) Capital Stock Optioned to Officers and
Employees.—

(1) A brief description of the terms of each
option arrangement shall be given, including (i)
the title and amount of securities subject to
option; (ii) the year or years during which the
options were granted; and (iii) the year or ycars
during which the optionees became, or will
become, entitled to exercise the options.

(2) State (a) the number of shares under option
at the balance sheet date, and the option price
and the fair value thereof, per share and in total,
at the dates the options were granted; (b) the
number of shares with respect to which options
became exercisable during the period, and the
option price and the fair value thereof, per share
and in total, at the dates the options became
exercisable; and (c) the number of shares with
respect to which options were exercised during
the period, and the option price and the fair value
thereof, per share and in total, at the dates the
options were exercised. The required informa-
tion may be summarized as appropriate with
respect to each of these categories.

(3) State the basis of accounting for such option
arrangements and the amount of charges, if any,
reflected in income with respect thereto.
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Article 4. Rule 4-06

ARTICLE 4. CONSOLIDATED AND COMBINED STATEMENTS

Rule 4-01. Application of Article 4.

This article shall govern the preparation of
consolidated and combired statements.

Rule 4-02. Consolidated Statements of the Regis-
trant and Its Subsidiaries.

The registrant shall follow in the consolidated
statements principles of inclusion or exclusion
which will clearly exhibit the financial condition
and results of operations of the registrant and
its subsidiaries: Provided, however, That—

(a) The registrant shall not cousolidate any
subsidiary which is not a majority-owned sub-
sidiary;

(b) If the statements of a subsidiary are as of
a date or for periode different from those of the
registrant, such subsidiary may be consolidated
only if all the following conditions exist: (1)
Such difference is not more than 93 days; (2)
the closing date of the subsidiary is expressly in-
dicated; (3) the necessity for the use of different
closing dates is briefly explained; and (4) any
changes in the respective fiscal periods of the
registrant and the subsidiary made during the
period of report are clearly indicated, together
with the manner of treatment;

(¢) Consolidation of foreign subsidiaries.—Due
consideration shall be given to the propriety of
consolidating with domestic corporations foreign
subsidiaries whose operations are effected in
terms of restricted foreign currencies. If consoli-
dated, disclosure should be made as to the effect,
insofar as this can be reasonably determiuned,
of foreign exchange restrictions upon the consoli-
dated financial position and operating results of
the registrant and its subsidiaries.

Rule 4-03. Group Statements of Subsidiaries Not
Consolidated.

For majority-owned subsidiaries not consoli-
dated with the registrant there may be filed
statements in which such subsidiaries are consoli-
dated or combined in one or more groups pursuant
to principles of inclusion or exclusion which will
clearly exhibit the financial condition and results
of operations of the group or groups. If it is es-
sential to a properly summarized presentation of
the facts, such consohdated or combined state-
ment shall be filed.

Rule 4-04. Statement as to Principle of Consoli-
dation or Combination Followed.

(¢) The principle adopted in determining the
inclusion and exclusion of subsidiaries in each
consolidated balance sheet and in each group
balance sheet of unconsolidated subsidiaries shall
be stated in a note to the respective balance sheet.

() As to each consolidated statement and as
to each group statement of unconsolidated sub-
sidiaries, a statement shall be made as to whether
there have been included or excluded any persons
not similarly treated in the corresponding state-
ment for the preceding fiscal period filed with the
Commission. If the answer to the foregoing is in
the affirmative, the names of such persons shall
be given.

Rule 4-05. Reconciliation of Investment of Parent
in Subsidiaries and Fifty-Percent Owned
Persons and Equity of Parent in Their Net
Assets.

(a) Consolidated subsidiaries.—There shall be
set forth in a note to each consolidated balance
sheet filed a statement of any difference between
the investment in subsidiaries consolidated, as
shown by the parent’s books, and the parent’s
equity in the net assets of such subsidiaries, as
shown by the books of the latter. If any such
difference exists, there shall be set forth the
amount of the difference and the disposition made
thereof in preparing the consolidated statements,
naming the balance sheet captions and stating the
amount included in each.

(b) Subsidiaries not consolidated.—A state-
ment shall be made of the amount of any difference
between the investment of the parent and its
consolidated subsidiaries, as shown by their books,
in the unconsolidated subsidiaries and fifty-percent
owned persons for which statements are filed and
the equity of such persons in the net assets of
such unconsolidated subsidiaries, and fifty-percent
owned persons, as shown by the books of the latter.

Rule 4-06. Reconciliation of Dividends Received
From, and Earnings of, Unconsolidated Sub-
sidiaries.

The proportion of the sum of, or difference

between, current earnings or losses and the divi-

dends declared or paid by the unconsolidated
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subsidiaries required to be included in the schedule
prescribed by rule 12-17 that is applicable to the
parent and its consolidated subsidiaries shall be
set forth in a note to each consolidated profit and
loss statement.

Rule 4-07. Minority Interests.

(a) Minority interests in the net assets of sub-
sidiaries consolidated shall be shown in each
consolidated balance sheet. Separation shall be
made between the minority interest in the capital
and in the surplus.

(0) The aggregate amount of profit and loss
accruing to minority interests shall be stated sep-
arately in each consolidated profit and loss
statement.

Rule 4-08. Intercompany Items and Transac-
tions.

In general, intercompany items and transactions
shall be eliminated. If not eliminated, a statement
of the reasons and the methods of treatment shall
be made.

Rule 4-09. Special Reguirements as to Insurance
Companies.

(a) Except as provided in paragraph (§) of this
rule, the statements of an insurance company shall
not be consolidated or combined with the state-
ments of any person.

() The statements of an insurance company
other than a life insurance company may be
consolidated if all of the following conditions
exist:

(1) The insurance company is a totally-held
subsidiary of the top parent included in the
consolidation;

(2) Such top parent is not an insurance com-
pany, investment company, or bank holding
company;

(3) The insurance company engages in no
business of a material amount other than the
insuring of risks arising in the ordinary course
of business of such top parent and its other sub-
sidiaries; and

(4) Separate financial statements for the insur-
ance company are filed.

Rule 4-10. Special Requiremeuts as to Registrants
Which Are Bank Holding Companies.

If the registrant is a bank holding company—
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(a) Statements of the registrant may be con-
solidated only with the statements of subsidiaries
which are bank holding companies.

(0) A consolidated statement of the registrant
and any of its bank holding company subsidiaries
shall not be filed unless accompanied by a con-
solidating statement which sets forth the indi-
vidual statements of each subsidiary included in
the consolidated statement.

(¢) Consolidated or combined statements filed
for subsidiaries not consolidated with the registrant
shall not include any bank holding companies
unless accompanied by consolidating or combining
statcments which set forth the individual state-
ments of each included bank holding company
subsidiary.

Rule 4-12. Special Requirements as to Banks,

If two or more majority-owned subsidiaries of a
person are banks and are directly owned by a single
parent, there shall be filed, in lieu of individual
statements for such subsidiaries, combined state-
ments showing the minority interest separately
and eliminating any material inter-bank items;
except that the statements of any such subsidiary
which on the date of filing is a closed or liquidating-
bank shall not be included in any combined state-
ment. Except as provided in the preceding
sentence, statements of banks shall not be included
in any consolidated or combined statements.

Rule 4-13. Special Requirements as to Public
Utility Holding Companies.

There shall be shown in the consolidated balance
sheet of a public utility holding company the
difference between the amount at which the
parent’s investment is carried and the underlying
book equity of subsidiaries as at the respective
dates of acquisition.

Rule 4-14. Special Requirements as to Commer-
cial, Industrial and Mining Companies in the
Promotioual, Exploratory, or Development
Stage Subject to Article 5A.

The financial statements required by article 5A
shall not be prepared on a consolidated basis but
shall, insofar as practicable, be prepared so as to
show the information for the registrant and each
of its subsidiaries in parallel columns.
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Article 5. Rule 5-02, 12

ARTICLE 5. COMMERCIAL AND INDUSTRIAL COMPANIES

Rule 5-01. Application of Article 5.

(a) This article shall be applicable to financial
statements filed for all persons except—

(1) Commercial, industrial, and mining com-
panies in the promotional, exploratory or develop-
ment stage (see article 5A).

(2) Management investment companies (see
article 6).

(3) Unit investment trusts (see article 6A).

(4) Face-amount certificate investment com-
panies (see article 6B).

(5) Insurance companies other than life and
title insurance companies (see article 7).

(6) Committees issuing certificates of deposit
(see article 8).

(7) Banks (see article 9, rule 9-05).

(8) Brokers and-dealers (see rule 17a—5 and form
X~17A-5 under the Securities Exchange Act of
1934).

(b) Bank holding companies.—Financial state-
ments and schedules filed for bank holding com-
panies shall be prepared in accordance with this
article except that rules 9-01 to 9-04, inclusive,
of article 9 shall be applicable thereto.

Rule 5-02. Balance Sheets.

Except as otherwise permitted by the Commis-
sion, the balance sheets filed for persons to whom
this article is applicable shall comply with the
following provisions:

ASSETS AND OTHER DEBITS
CURRENT AssSETS (see rule 3-13)

1. Cash and cash items.—State separately (a)
cash on hand, demand deposits and time deposits;
() call loans; and (¢) funds subject to withdrawal
restrictions. .

2. Marketable securities.—Include only secu-
ities having a ready market. Securities of affiliates
shall not be included here. State the basis of
determining the amount at which carried. The
aggregate cost, and aggregate amount on the
basis of current market quotations, shall be
stated parenthetically or otherwise.

3. Notes receivable (trade).

4. Accounts receivable (trade).

5. Reserves for doubtful notes and accounts
receivable (trade).—Notes and accounts receivable
known to be uncollectible shall be excluded from
the assets as well as from the reserve accounts.

6. Inventories.—(a) State separately here, or in
a footnote referred to herein, if practicable, the
major classes of inventory such as (1) finished
goods; (2) work in process; (3) raw materials; and
(4) supplies.

(5) The basis of determining the amounts shall
be stated. If a basis such as ‘“‘cost,” ‘“‘market,”
or “cost or market whichever is lower” is given,
there shall also be given, to the extent practicable,
a general indication of the method of determining
the ‘“cost’” or ‘“market’”: e. g., “‘average cost,”
“first-in, first-out,” or “last-in, first-out.”

7. Other current assets.—(a) State separately
(1) total of current amounts, other than trade
accounts subject to the usual trade terms, due
from directors, officers, and principal holders of
equity securities other than affiliates; (2) total of
current amounts due from parents and subsid-
iaries; and (3) any other amounts in excess of ten
percent of total current assets, indicating any such
amount due from affiliates other than parents and
subsidiaries.

(0) Indebtedness of a parent or subsidiary, or
any affiliate designated under (a) (3) shall not be
considered as current unless the net current asset
po-ition of such person justifies such treatment.
In the registrant’s balance sheet show separately
that indebtedness which in the related consoli-
dated balance sheet is (1) eliminated and (2) not
eliminated.

8. Total current assets.

INVESTMENTS

9. Securities of affiliates.—-State the basis of
determining the amount. State separately the
amounts which in the related consolidated balance
sheet are (a) eliminated and () not eliminated.

10. Indebtedness of affiliates—not current.—
State separately the indebtedness which in the
related consolidated balance sheet is (a) eliminated
and () not eliminated.

11. Other security investments.—State the
basis of determining the amount. If available,
state parenthetically or otherwise, the aggregate
amount on the basis of market quotations.

12. Other investments.—State separately, by
class of investments, any items in excess of ten
percent of the amount of all assets other than
fixed and intangible.



Article 5. Rule 5-02, 13

Fixep Asszrs

13. Property, plant, and equipment.

(a) State separately here, or in a footnote
referred to herein, if practicable, each major class,
such as land, buildings, machinery and equip-
ment, leaseholds or functional grouping, and the
basis of determining the amounts.
~ (b) Tangible and intangible utility plant of a
public utility company shall be segregated so as to
show separately the original cost, plant acquisition
adjustments, and plant adjustments, as required
by the system of accounts prescribed by the
applicable regulatory authorities. This rule shall
not be applicable in respect of companies which
are not otherwise required to make such a classi-
fication or have not completed the necessary
original cost studies. If such classification is not
otherwise required or if such original cost studies
have not been completed, an appropriate explana-
tion of the circumstances shall be set forth in a
note which shall include a specific statement as
to the status of the original cost studies and, to
the extent practicable, the results indicated
thereby.

14. Reserves for depreciation, depletion, and

amortization of property, plant and equipment
(or reserves in lieu thereof).

INTANGIBLE AsseTs

15. Patents, trade marks, franchises, goodwill,
and other intangible assets.—State the .basis of
determining the amounts.

16. Reserves for depreciation and amortization
of intangible assets.

DerErrED CHARGES

17. Prepaid expenses and other deferred items.

State separately any material items. Prepay-
ments of services to be received within one year
may, however, be included under caption 7.

18. Organization expense.—State the method
of amortization, if any.

19. Debt discount and expense.—State the
method of amortization.

20. Commissions and expense on capital shares.

State the method of amortization, if any.
These items may be shown as deductions from
surplus. ,
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OTHER AssETs

21. Other assets.—State separately (a) total
of amounts due from directors, officers, and
principal holders of equity securities other than
affiliates; (b) each pension or other special fund;
and (c¢) any other item in excess of ten percent of
the amount of all assets other than fixed and
intangible.

LIABILITIES, CAPITAL SHARES, AND SURPLUS

CuURRENT LiaBILITIES (see rule 3-14)

22. Notes payable.—State separately amounts
payable (a) to banks; (b) to trade; and (¢) to
others.

23. Accounts payable (trade).

24. Accrued liabilities. —State separately (a)
accrued payrolls; (b) tax liability; (c) interest;
and (d) any other material items.

25. Other current liabilities.—State separately
(a) dividends declared; (b) bonds, mortgages, and
similar debt; (¢) total of current. amounts due to
parents and subsidiaries, showing separately in
the registrant’s balance sheet the amounts which
in the related consolidated balance sheet are (1)
eliminated and (2) not eliminated; (d) total of
current amounts, other than items arising in the
ordinary course of business, due directors, officers,
and principal holders of equity securities other
than affiliates; and (¢) any other item in excess
of ten percent of total current liabilities, indicating
any such liability due to affiliates other than
parents and subsidiaries. Remaining items may
be shown in one amount.

26. Total current liabilities.

Dererrep INCOME
27. Deferred income.
Long-TERrM DeBT

28. Bonds, mortgages, and similar debt.—State
separately here, or in a note referred to herein,
each issue or type of obligation and such informa-
tion as will indicate (a) the general character of
each type of debt including the rate of interest;
(b) the date of maturity, or if maturing serially, a
brief indication of the serial maturities, such as
“maturing serially from 1950 to 1960”; (c) the
aggregate amount of maturities, and sinking fund
requirements, each year for the 5 years following
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the date of the balance sheet; (d) if the payment
of principal or interest is contingent, an appro-
priate indication of such contingency; (e) a brief
indication of priority; and (f) if convertible,
the basis.

29. Indebtedness to affiliates—Not current.—
State separately indebtedness which in the related
consolidated balance sheet is (¢) eliminated and
(b) not sliminated.

30. Other long-term debt.—Include under this
caption all amounts of long-term debt not provided
for under captions 28 and 29 above. State sepa-
rately (a) total amounts due banks, (b) total
amounts due directors, officers, and principal
holders of equity securities other than affiliates,
and (c) other long-term debt, specifying any mate-
rial item. Indicate whether secured. Show here,
or in a note referred to herein, the information
required under caption 28.

OTeER LIABILITIES

31. Other liabilities.—State separately any
amount in excess of ten percent of the total of
liabilities other than long-term debt.

32. Commitments and contingent liabilities.—
(See rules 3-18 and 3-19 (g).)

Reserves; Nor SHowN ELSEWHERE

33. Reserves, not shown elsewhere.—State sep-
arately each major class and indicate clearly
its purpose.

CariTAL SHARES AND SUrPLUS (see rule 3-01 (a))

34. Capital shares.—State for each class of
shares the title of issue, the number of shares
authorized, the number of shares outstanding and
the capital share liability thereof, and, if converti-
ble, the hasis of conversion. Show also the dollar
amount, if any, of capital shares subscribed but
unissued, and of subscriptions receivable thereon.

35. Surplus.—(a) Separate captions shall be
shown for (1) paid-in surplus; (2) surplus arising
from revaluation of assets; (3) other capital sur-
plus; and (4) earned surplus (i) appropriated and
(ii) unappropriated.

(6) If undistributed earnings of subsidiaries are
included, state the amount thereof parenthetically
or otherwise. However, in a consolidated state-
ment the preceding sentence shall have reference

11

Article 5. Rule 5-03-2A(b)

only to the undistributed earnings of subsidiaries
not consolidated in such statement.

(c) Subsequent to the effective date of a quasi-
reorganization any description of earned surplus
shall indicate the point of time from which the
new earned surplus dates and for a period of at
least three years shall indicate the total amount
of the deficit eliminated.

(d) An analysis of each surplus account setting
forth the information prescribed in rule 11-02
shall be given for each period for which a profit
and loss statement is filed, as a continuation of the
related profit and loss statement or in the form of
a separate statement of surplus, and shall be re-
ferred to here.

Rule 5-03. Profit and Loss or Income Statements.

Except as otherwise permitted by the Commis-
sion, the profit and loss or income statements filed
for persons to whom this article is applicable
shall comply with the provisions of this rule.

(@) All items of profit and loss given recognition
in the accounts during the period covered by the
profit and loss or income statements shall be
included.

(5) Only items entering into the determination
of net income or loss may be included.

(¢) If income is derived from both gross sales
(caption 1A below) and operating revenues
(caption 1B below), the two classes may be
combined in one amount if the lesser amount is
not more than 10 percent of the sum of the two
items. If these items are combined, the cost of
goods sold (caption 2A below) and operating ex-
penses (caption 2B below) may be combined in
one amount.

1A. Gross sales less discounts, returns, and
allowances. —State separately, if practicable, (a)
sales to parents and subsidiaries, and (b) sales to
others.

2A. Cost of goods sold.—

(a) State the amount of cost of goods sold as
regularly computed under the system of account-
ing followed. Indicate the amount of opening
and closing inventories used in the computation,
and state the basis of determining such amounts.

(5) Merchandising organizations, both whole-
sale and retail, may include occupancy and buying
costs under this caption. However, publicity costs
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shall be included under caption 4 below or shown
separately.

1B. Operating revenues.—State separately, if
practicable, revenues from (a) parents and sub-
sidiaries, and (b) others. A public utility company
using a uniform system of accounts or a form for
annual report prescribed by Federal or State
authorities, or a similar system or report, shall
follow the general segregation of revenues pre-
scribed by such system or report,

2B. Operating expenses.—State separately, if
practicable, purchases from and services rendered
by (a) parents and subsidiaries, and (b) others
A public utility company using a uniform system
of accounts or a form for annual report prescribed
by Federal or State authorities, or a similar
system or report, may follow the general segre-
gation of operating expenses prescribed by such
system or report,

3 Other operating expenses.—State separately
any material amounts not included in caption 2A
or 2B above.

4 Selling, general, and administrative expenses.

5. Provision for doubtful accounts.

6. Other general expenses.—Include items not
normally included in caption 4 above. State
separately any material amount.

OTHER INCOME

7. Dividends.—State separately, if practicable,
the amount of dividends from (a) securities of
affiliates, (b) marketable securities, and (c) other
security investments.

8. Interest on securities.—State separately, if
practicable, the amount of interest from (a)
securities of affiliates, (b)) marketable securities,
and (¢) other security investments.

9. Profits on securities.—Profits shall be stated
net of losses. No profits on the person’s own
securities, or those of its affiliates, shall be included
under this caption. State here or in a note
herein referred to the method followed in deter-
mining the cost of securities sold, e. g., “average
cost,” ‘first-in, first-out,” or ‘“identified certifi-
cate.”’

10. Miscellaneous other income.—State sep-
arately any material amounts, indicating clearly
the nature of the transactions out of which the
items arose.
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INcoMe DEDUCTIONS

11. Interest and debt discount and expense.
State separately (e) interest on bonds, mortgages
or similar debt; () amortization of debt discount
and expense or premiums; and (¢) other interest.

12. Losses on securities.—Losses shall be
stated net of profits. No losses on the person’s
own securities, or those of its affiliates, shall be
included under this caption. State here or in
a note herein referred to the method followed in
determining cost of securities sold, e. g., “average
cost,” “first-in, first-out”, or “identified certifi-
cate.”

13. Miscellaneous income deductions.—State
separately any material amounts, indicating
clearly the nature of the transaciions out of
which the items arose.

14. Net income or loss before provision for
taxes on income.

15. Provision for income and excess-profits
taxes.—State separately (¢) Federal normal in-
come tax and surtax; (b) Federal excess profits
tax; and (c) other income taxes.

16. Net income or loss.

17. Special items.—State separately and de-
scribe each item of profit and loss given recognition
in the accounts, included herein pursuant to
rule 5-03 (a), and not included in the determina-
tion of net income or loss (caption 16).

18. Net income or loss and special items.—

See rule 5-02 (caption 35 (d)).

Rule 5-04. What Schedules Are To Be Filed.

(a) Except as expressly provided otherwise
in the applicable form—

(1) The schedules specified below in this rule
as schedules I, IX, XI, XIII, XIV, and XV shall
be filed as of the date of the most recent balance
sheet filed for each person or group, provided that
any such schedule (other than schedule I) may
be omitted if all the following conditions exist:

(i) The financial statements are being filed as
part of an annual or other periodic report;

(ii) The information that would be shown in the
respective columns of such schedule would reflect
no changes as to any issue of securities of the
registrant or any significant subsidiary in excess
of 5 percent of the outstanding securities of such
issue as shown in the most recently filed annual
report containing such schedule; and
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(iii) Any information required by columns G
and H of schedule XIII—Capital shares, is shown
in the related balance sheet or in a footnote thereto.

Such schedules shall be certified if the related
balance sheet is certified.

(2) All other schedules specified below in this
rule shall be filed for each period for which a profit
and loss statement is filed. Such schedules shall
be certified if the related profit and loss statement
is certified.

() The information required in schedules for
the registrant and for the registrant and its sub-
sidiaries consolidated may be presented in the
form of a single schedule, provided that items
pertaining to the registrant are separately shown
and that such single schedule affords a properly
summarized presentation of the facts.

(¢) Reference to the schedules shall be made
against the appropriate captions of the balance
sheet and the profit and loss statement.

(d) If the information required by any schedule
(including the footnotes thereto) may be shown
in the related balance sheet without making such
statement unclear or confusing, that procedure
may be followed and the schedule omitted.

Schedule I. . Marketable securities—Other
security investments.—The schedule prescribed
by rule 12-02 shall be filed—

(1) In support of caption 2 of a balance sheet,
if the greater of the aggregate amount of market-
able securities on.the basis of current market
quotations or the amount at which carried in such
balance sheet constitutes fifteen percent or more
of total assets.

(2) In support of caption 11 of a balance sheet
if the amount at which other security investments
is carried in such balance sheet constitutes fifteen
percent or more of total assets.

(3) In support of captions 2 and 11 of a balance
sheet if the amount at which other security
investments is carried in such balance sheet plus
the greater of the aggregate amount of marketable
securities on the basis of current market quotations
or the amount at which carried on such balance
sheet constitutes twenty percent or more of total
assets.

Schedule II. Amounts due from directors,
officers, and principal holders of equity securities
other than affiliates. —The schedule prescribed by
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rule 12-03 shall be filed with respect to each person
among the directors, officers and principal holders
of equity securities other than affiliates, from
whom an aggregate indebtedness of more than
$20,000 or 1 percent of total assets, whichever is
less, is owed, or at any time during the period for
which related profit and loss statements are filed,
was owed. For the purposes of this schedule,
exclude in the determination of the amount of
indebtedness all amounts due from such persons
for purchases subject to usual trade terms, for
ordinary travel and expense advances and for
other such items arising in the ordinary course
of business.

Schedule III. Investments in securities of
affiliates.——The schedule prescribed by rule 12-04
shall be filed in support of caption 9 of each
balance sheet, provided that this schedule may be
omitted if (1) neither the sum of captions 9 and 10
in the related balance sheet nor the amount of
caption 29 in such balance sheet exceeds 5 percent
of total assets (exclusive of intangible assets) as
shown by the related balance sheet at either the
beginning or end of the period or (2) there have
been no changes in the information required to
be filed from that last previously reported.

Schedule IV. Indebtedness of afliliates—Not
current.—The schedule prescribed by rule 12-05
shall be filed in support of caption 10 of each
balance sheet. This schedule and schedule X
may be combined if desired. This schedule may
be omitted if (1) neither the sum of captions 9
and 10 in the related balance sheet nor the amount
of caption 29 in such balance sheet exceeds
5 percent of total assets (exclusive of intangible
assets) as shown by the related balance sheet
at either the beginning or end of the period, or (2)
there have been no changes in the information
required to be filed from that last previously
reported.

Schedule V. Property, plant, and equipment.—
The schedule prescribed by rule 12-06 shall be
filed in support of caption 13 of each balance sheet,
provided that this schedule may be omitted if
the total shown by caption 13 does not exceed
5 percent of total assets (exclusive of intangible
assets) as shown by the related balance sheet at
both the beginning and end of the period and if
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neither the additions nor deductions during the
period exceeded 5 percent of total assets (exclusive
of intangible assets) as shown by the related
balance sheet.

Schedule VI. Reserves for depreciation, deple-
tion, and amortization of property, plant, and
equipment.—The schedule prescribed by rule
12-07 shall be filed in support of caption 14 of
each balance sheet. This schedule may be
omitted if schedule V is omitted.

Schedule VII. Intangible assets.—The schedule
prescribed by rule 12-08 shall be filed in support
of caption 15 of each balance sheet.

Schedule VIII. Reserves for depreciation and
amortization of intangible assets.—The schedule
prescribed by rule 12-09 shall be filed in support
of caption 16 of each balance sheet.

Schedule IX. Bonds, mortgages, and similar
debt.—The schedule prescribed by rule 12-10
shall be filed in support of caption 28 of each
balance sheet.

Schedule X. Indebtedness to affiliates—Not
current.—The schedule prescribed by rule 12-11
shall be filed in support of caption 29 of each
balance sheet. This schedule and schedule IV
may be combined if desired. This schedule may
be omitted if (1) neither the sum of captions 9
and 10 in the related balance sheet nor the amount
of caption 29 in such balance sheet exceeds 5 per-
cent of total assets (exclusive of intangible assets)
as shown by the related balance sheet at either
the beginning or end of the period, or (2) there
have been no changes in the information required
to be filed from that last previously reported.

Schedule XI. Guarantees of securities of other
issuers.—The schedule prescribed by rule 12-12
shall be filed with respect to any guarantees of
securities of other issuers by the person for which
the statement is filed.

Schedule XII. Reserves.—The schedule pre-
scribed by rule 12-13 shall be filed in support of
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reserves included in the balance sheet but not
included in schedules VI and VIII.

Schedule XIII. Capital shares.—The schedule
prescribed by rule 12-14 shall be filed in support
of caption 34 of each balance sheet.

Schedule XIV. Warrants or rights.—The
schedule prescribed by rule 12-15 shall be filed
with respect to warrants or rights granted by the
person for which the statement is filed to subscribe
for or purchase securities to be issued by such
person.

Schedule XV. Other securities.—If there are
any classes of securities not included in schedule
IX, XI, XIII, or XIV, set forth in this schedule
information concerning such securities corre-
sponding to that required for the securities
included in such schedules. Information need not
be set forth, however, as to notes, drafts, bills
of exchange; or bankers’ acceptances, having a
maturity at the time of issuance of not exceeding
one year.

Schedule XVI. Supplementary profit and loss
information.—The schedule prescribed by rule
12-16 shall be filed in support of each profit and
loss statement in which sales or operating revenues
were of significant amount. This schedule may
also be omitted if the information required by
columns B and C and footnotes 4 and 5 thereof
is furnished in the profit and loss or income state-
ment or in a footnote thereto.

Schedule XVII. Income from dividends—.
Equity in net profit and loss of affiliates.—The
schedule prescribed by rule 12-17 shall be filed
for each period for which a profit and loss state-
ment is filed. This schedule may be omitted if
neither the sum of captions 9 and 10 in the related
balance sheet nor the amount of caption 29 in
such balance sheet exceeds 5 percent of total
assets (exclusive of intangible assets) asshown
by the related balance sheet at either the begin-
ning or end of the period.
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ARTICLE 5A. COMMERCIAL, INDUSTRIAL, AND MINING COMPANIES IN THE PROMO-
TIONAL, EXPLORATORY, OR DEVELOPMENT STAGE

Rule 5A-01. Application of Article 5A.

This article shall be applicable to the financial
statements filed as a part of:

(a) Registration statements on form S-2, or
form S-3, except as otherwise specifically provided
in such forms, under the Securities Act of 1933;

(b) Applications for registration and annual re-
ports pursuant to sections 12, 13, and 15 (d)
respectively of the Securities Exchange Act of 1934
filed by commercial and industrial companies in
the promotional or development stage which, if
registering under the Securities Act of 1933, would
be required to use form S-2.

(¢) Applications for registration and annual re-
ports pursuant to sections 12, 13, and 15 (d)
respectively of the Securities Exchange Act of 1934

filed by mining companies not in the production

stage ' but engaged primarily in the exploration for
or the development of mineral deposits other than
oil, gas or coal, if all of the following conditions
are met:

(1) The registrant has not been in production
during the period of the report or the two years
immediately prior thereto; except that being in
production for an aggregate period of no more
than eight months over the three-year period shall
not affect the use of the form.

(2) Receipts from the sale of mineral products
or from the operation of mineral producing proper-
ties by the registrant and its subsidiaries combined
have not exceeded $500,000 in any of the most
recent six fiscal years and have not aggregated
more than $1,500,000 in the most recent six
fiscal years. :

Rule 5A-02. Statement of Assets and Unrecov-
ered Promotional, Exploratory, and Develop-
ment Costs.

The statement of assets and unrecovered pro-
motional, exploratory, and development costs filed
for persons to whom this article is applicable shall
comply with the following provisions:

1 For the purpose of financial statements prepared pursuant to the instruc:
tions contained in this article a mine will be considered to have passed from
a development to a production stage when the major portion of the mineral
production is obtained from workings other than those opened for the purpose
of exploration or development or when the principal activity of the mine
becomes the production of developed ore rather than the development of
additional ores for mining.
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CURRENT ASSETS

1. Cash and cash items.

2. Marketable securities.—Include only securi-
ties having a ready market. Securities of affiliates
shall not be included here. State here the basis
of determining the amount at which carried. The
aggregate cost and aggregate amount on the basis
of current market quotations shall be stated
parenthetically or otherwise.

3. Accounts and notes receivable.

4. Reserve for doubtful accounts and notes

receivable.

5. Inventories.—State separately each major
class of inventory and the basis of determining
the amounts shown. Any classification that is
reasonably informative may be used.

6. Amounts due from underwriters, promoters,
directors, officers, employees, and principal
holders of equity securities other than affiliates.—
State separately the total amount, if significant,
due from each class of persons named in the cap-
tion to this paragraph. Exclude from the amounts
set forth hereunder trade accounts subject to the
usual trade terms.

7. Other current assets.—(a) State separately
(1) total of current amounts due from parents
and subsidiaries; and (2) any other amounts in
excess of five percent of total current assets,
indicating when any such amount is due from
affiliates other than parents and subsidiaries; (b)
indebtedness of a parent or subsidiary, or an affili-
ate designated under (a) (2) shall not be considered
current unless the net current asset position of
such person justifies such treatment.

8. Total current assets.

OTHER AssETS AND UNRECOVERED PRoOMOTIONAL, EXPLOR-
ATORY, AND DEVELOPMENT CosTs

9. Securities of affiliates.

10. Indebtedness of affiliates—Not current.

11. Other security investments.—In a note
herein referred to state the basis of determining
the amount. If available, state parenthetically or
otherwise the aggregate amount on the basis of
market quotations.

12. Amounts due (not current) from under-
writers, promoters, directors, officers, employees,
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and principal holders of equity securities other
than affiliates.—The instruction to caption 6
shall apply here.

13. Property, plant, and equipment.!—(a) Iden-
tify separately intangible property and property
held under lease, option, and lease and option
agreements. Identify items acquired from persons
having a material relationship to the registrant.
Extend only the total number of units of each
class of securities, the amount of cash, and/or
an indication of anything else, given by the regis-
trant therefor. Except as stated in footnote 1,
dollar amounts shall be extended only for cash
transactions.

(6) In a note state as to property held under
lease, option, or lease and option agreements or
purchase contracts (1) the nature and amount of
future payments to be made, (2) whether the
property on default will revert to the seller, and
(3) whether any assets constructed on or attached
to the property will become the property of the
seller on default.

13A. Mine property.—Set forth hereunder prop-
erty usually extinguished by depletion such as
mines, mining claims, water rights, land for waste
dumps, and similar property. The instructions
set forth under caption 13, including footnote 1
if applicable, shall also apply to this caption.

14. Unrecovered promotional, exploratory, and
development cost.—Set forth under this caption
unrecovered costs incurred in promotion, explora-
tion and development.

State separately (a) development expenses,
(®) plant and equipment maintenance expenses,
(¢) rehabilitation expenses, (d) general administra-
tive expenses incurred in a period when there was
little or no actual mining and () other expenses.
Do not include securities selling costs under this
caption but include them under caption 17 or 18.
General administrative expenses incurred in con-
nection with subcaptions (a), (), and (¢) should
be included therein. Any other general admin-

1 Special instructions regarding this caption for mining companjes using
Artiele BA.—Include hereunder only depreciable mine plant and equip-
ment. See caption 13A for the disposition of mine property subject to de-
pletion. In those situations where depletable mine mperty and depreciable

- mine plant and equipment and other assets were acquired in one t i
in exchange for capital stock of the registrant or for cash, capital stock, or
other securities of the registrant and any other consideration, the assets ac-
quired such as accounts receivable, supplies, buildings, mining apd mill
equipment, which have a fixed or objectively determinable value should be
valued on those bases, The dollar amounts assigned to these properties
shall be extended.
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istrative expenses not chargeable to those sub-
captions nor written off as costs or other operating
charges (including taxes, protection and con-
servation of property when inactive) shall be
included under subcaption (d). Extend only the
total number of units of each class of securities,
the amount of cash and/or an indication of any-
thing else, given by the registrant. Dollar amounts
shall be extended only for cash transactions,
including, when appropriate, depreciation, deple-
tion, and amortization of assets extended at
dollar amounts under captions 13 and 13A. The
instructions set forth under caption 13, footnote 1
to caption 13 and caption 13A, if appropriate,
should be applied also to any unrecovered pro-
motion, exploratory, and development costs in-
curred by predecessors of the registrant.

15. Reserves for depreciation, depletion, and
amortization of property, plant, and equipment
and unrecovered promotional, exploratory, and
development costs (or reserves in lieu thereof).—
Set forth hereunder only the amount of the reserve
for depreciation, depletion, and amortization of
property, plant, and equipment and unrecovered
costs incurred in promotion, exploration, and
development applicable to the dollar amounts
extended under captions 13, 13A, and 14 above.

16. Prepaid expenses and other deferred
items.—State separately any significant items not
shown elsewhere. Prepayments of services to be
received within one year may, however, be in-
cluded inder caption 7.

17. Debt discount and expemse.—State in a
note referred to in the statement of assets and un-
recovered promotional, exploratory, and develop-
ment costs the method used in amortizing such
debt discount and expense.

18. Commissions and expense on capital
shares. —Explain in a note referred to in the state-
ment of assets and unrecovered promotional, ex-
ploratory, and development costs what provisions
have been made for writing off these items.

19. Other assets.—State separately any other
item in excess of five percent of the amount of all
assets other than fixed and intangible ones.

Rule 5A-03. Statement of Liabilities.

The statement of liabilities filed for the persons
to whom this article is applicable shall comply
with the following provisions:
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CurreNT LiaBIiLITIES

1. Notes payable.—State separately amounts
payable (a) to banks; (b) for merchandise, mate-
rials, supplies, and expenses incurred in the
ordinary course of business; and (c) to others.

2. Accounts payable.—State separately amounts
payable (a) for merchandise, materials, supplies,
and expenses incurred in the ordinary course of
business; and (b) to others.

3. Accrued liabilities.—State separately (a)
accrued payrolls; (8) tax liability; (¢) interest;
(d) rents and royalties; and (¢) any other sig-
nificant items. If the total under this caption
is not significant it may be stated as one amount.

4. Amounts due to underwriters, promoters,
directors, officers, employees, and principal holders
of equity securities other than affiliates.—State
separately the total amount, if significant, due to
each class of persons named in the caption to this
paragraph. Exclude from the amounts set forth
hereunder trade accounts subject to the usual
trade terms.

5. Other current liabilities.—State separately
(a) dividends declared; (b) notes and mortgages
instalments, mortgages due within one year, and
payments on other long-term debt due within one
year; (c) total of current amounts due to parents
and subsidiaries; and (d) any other item in excess
of five percent of total current liabilities indicating

“any such liability due to affiliates other than
parents and subsidiaries. Remaining items may
be shown in one amount.

6. Total current liabilities.

DxrerrEDp INCOME

7. Deferred income.

LonNg-TErRM DEBT AND OTHER LIABILITIES

8. Bonds, notes, and other liabilities repre-
sented by securities.—Show for each class (a)
title of the class; (b)) the amount authorized;
(¢) the amount issued; and (d) the amount reac-
quired and held in the treasury (show such
amount as a deduction). As to issued securities,
show separately in a note the amount issued for
(1) cash, (2) property, and (3) services.
facts and amounts with respect to any defaults
in principal, interest, sinking fund, or redemption
provisions shall be stated.

9. Indebtedness to afliliates—Not current.

The
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10. Amounts due (not current) to underwriters,
promoters, directors, officers, employees, and
principal holders of equity securities other than
afliliates.—The instruction to caption 4 above
shall apply here.

11. Other liabilities—Not current.—State sep-
arately any significant items. State whetber
accrued, and the interest rate if any.

12. Total liabilities.

Rule 5A-04. Statement of Capital Shares.

The statement of capital shares filed for the
persons to whom this article is applicable shall
comply with the following provisions:

1. State for each class of capital shares the title
and number of shares (a) authorized, (b) issued,
(¢) 1eacquired and held in the treasury, (d) out-
standing, and (¢) reserved for option, warrant,
conversion, and other rights to acquire such shares.

2. As to each class of issued shares state the
number of shares issued for (a) cash, (b) services,
and (¢) property.

3. If there are any shares subscribed for but
unissued, state the number of shares of each class
subscribed for, the subscription price, the total
amount receivable thereon, and the approximate
due dates. If payable otherwise than in cash,
explain. If any unpaid amouuts on such shares
are past due, state the number of ‘shares and
amounts involved.

4. If any shares are assessable, state the aggre-
gate aud per-share amounts of assessments levied.
If any such assessments have not been paid, state
the number of shares and amounts involved,
indicating separately any amounts past due.

5. If any shares have been issued subject to a
liability for further calls, state the number of
shares so issued and the aggregate and per-share
amounts of such liability. State also the aggregate
amount of any past due calls.

6. If any shares have been forfeited for non-
payment of assessments or calls thereon, state
the number of shares involved and the present
status of such shares.

7. State the total amount of underwriting
discounts and commissions incurred on sale of
capital shares.

8. As to any arrears in cumulative dividends,
the amount per share and in total shall be stated.
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9. If preferred shares are callable, the date or
dates and the amount per share and in total at
which such shares are callable shall ‘be stated.
Preferences on involuntary liquidation, if other
than par or stated value, shall be shown. A state-
ment shall be made as to the existence, or absence,
of any restrictions upon surplus growing out of the
fact that upon involuntary liquidation the prefer-
ence of the preferred shares exceeds its par or
stated value. '

Rule 5A-05. Statement of Other Securities.

If the persons to whom this article is applicable
have any securities with respect to which informa-
tion is not called for in the statement of liabilities
or in the statement of capital shares, furnish as to
such securities information corresponding to that
required in those statements.

Rule 5A-06. Statement of Cash Receipts and
Disbursements.'

The statement of cash receipts and disburse-
ments filed for persons to whom this article is
applicable shall comply with the following pro-
visions:

RECEIPTS
Sale of securities. . _________________ S .
(Itemize receipts by classes of se-
curities.)
Assessments_______________________ S .
Tooans by banks___________________._ S
Jlooans by others___ . ____________._._ S .
Sale of produets____________________ $ ..
Donations_. . _________.____________. S .
Royalties___.____________ . __.___.__ $ ..
Rents, tolls, and similar receipts_ __ __ $ ...
Other receipts_ ____________________ $ ..

(Specify and show separately any
items of significant amount. De-
tails may be given in a separate
schedule if referred to under this
caption.)

Total receipts____.__.___.______

1 If the registrant maintains its books on the accrual basis items of income
and expense reported in the statement of cash receipts and disbursements
may be presented on such basis, provided entries are introduced in the state-
ment to reconcile the figures in total to the cash receipts and cash disburse-
ments respectively.
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DiISBURSEMENTS

Loans repaid
Commissions and other selling expenses
in connection with the sale of se-
curities_ _ _ ___ . _______________
Legal and accounting fees_____ P
Fees of engineers, appraisers, and other
similar experts______.__________.__
Payments on options, leases, lease and
option agreements, and purchase
contracts___ _ . _______.____._
(Show separately each payment
of significant amount and identify the
property for which paid.)

Royalties””________._____._____._.. . F
Contract work (specify)._ ... _____ $ .
Purchase of equipment_________.._._ $.______.
Salaries of directors and officers. ____._ .
Other salaries and wages____________ S .
Merchandise, materials, and supplies.. $________
Taxes. oo - S,
Dividends_ .. ... _____________ L S,
Other disbursements________________ -
(Specify and show separately any
items of significant amount. De-
tails may be given in a separate
schedule if referred to under this
caption.)
Total disbursements__________ - J
Net increase (or decrease) in cash dur-
ing period..____ J . S
Cash and cash items balance at be-
ginning of period..______________. . S
Cash and cash items balance at close of -
period_ ________________________. L J

Rule 5A-07. What Schedules Are To Be Filed.

The following schedules are required to be filed as
a part of an application for registration on form 10 and as
part of an annual report on form 10-K by companies te
whom this article is applicable.

(@) The schedules specified below in this rule
as schedules I, II, and III shall be filed as of the
date of the statement of assets and unrecovered
promotional, exploratory, and development costs -
and statement of liabilities filed for each person.

Such schedules shall be certified.
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() The information required in schedules for
the registrant and for its subsidiaries may be
presented in the form of a single schedule, provided
that items pertaining to the registrant and those
pertaining to each subsidiary are separately shown
and that such single schedule affords a properly
summarized presentation of the facts.

(¢) References to the schedules shall be made
against the appropriate captions of the statement
of assets and unrecovered promotional, explora-
~ tory, and development costs. v

(d@) If the information required by any schedule
(including the footnotes thereto) may be shown in
the related statement of assets and unrecovered
promotional, exploratory, and development costs,
without making such statement unclear or confus-
ing, that procedure may be followed and the
schedule omitted.

(e) If schedules, other than those specifically .

called for by paragraph (a) of this rule, are required
to make clear and not confusing certain material
items appearing in the financial statements, the

S-X Article 6. Rule 6-02, 3(a)
registrant may use the appropriate schedule set
forth in article 12 to present the additional
information required by rule 3-06.

Schedule I. Property, plant, and equipment.—
The schedule prescribed by rule 12-06 shall be
filed in support of caption 13 and caption 13A
of each statement of assets and unrecovered
promotional, exploratory, and development costs.

Schedule II. Unrecovered promotional, explor-
atory, and development costs.—The schedule pre-
scribed by rule 12-06A shall be filed in support
of caption 14 of each statement of assets and
unrecovered promotional, exploratory, and devel-
opment costs.

Schedule III. Reserves for depreciation, deple-
tion, and amortization of property, plant, and
equipment and unrecovered promotional, explora-
tory, and development costs (or reserves in lieu
thereof)..—The schedule prescribed by rule 12-07
shall be filed in support of caption 15 of each
statement of assets and unrecovered promotional,
exploratory, and development costs.

ARTICLE 6. MANAGEMENT INVESTMENT COMPANIES

Rule 6-01. Application of Article 6.

This article shall be applicable to financial
statements filed for management investment com-
panies other than those which are issuers of
periodic payment plan certificates.

Rule 602, Special Rules Applicable to Manage-

ment Investment Companies.

The financial statements filed for persons to
which this article is applicable shall be prepared
in accordance with the following special rules in
addition to the general rules in articles 1, 2, 3, and
4. Where the requirements of a special rule differ
from those prescribed in a general rule, the re-
quirements of the special rule shall be met.

1. Content of financial statements.—The finan-
cial statements shall be prepared in accordance
with the requirements of regulation S-X not-
withstanding any provision of the articles of
incorporation, trust indenture or other governing
legal instruments specifying certain accounting
procedures inconsistent with those herein required.

2. Certification.—Where, under the applicable
form, financial statements are required to be
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certified, the certifying accountant shall have
been selected and ratified in accordance with
section 32 of the Investment Company Act of
1940 and the applicable rules thereunder.

3. Consolidated and combined statements.—
(a) Consolidated and combined statements filed
for management investment companies shall be
prepared in accordance with article 4 except that
(1) statements of the registrant may be consoli-
dated only with the statements of subsidiaries
which are investment companies; (2) a consoli-
dated statement of the registrant and any of its
investment company subsidiaries shall not be
filed unless accompanied by a consolidating state-
ment which sets forth the individual statements
of each significant subsidiary included in the
consolidated statement: Provided, however, That a
consolidating statement need not be filed if all
included subsidiaries are totally held; and (3)
consolidated or combined statements filed for
subsidiaries not consolidated with the registrant
shall not include any investment companies unless
accompanied by consolidating or combining state-
ments which set forth the individual statements
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of each included investment company which is a
significant subsidiary.

(d) If consolidated statements are filed, the
amounts included under each caption in which
financial data pertaining to affiliates is required
to be furnished shall be subdivided to show
separately the amouuts (1) eliminated in consoli-
dation and (2) not eliminated in consolidation.

4. Affiliates.—The term ‘‘affiliate’” means an
“affiliated person’ as defined in section 2 (a) (3)
of the Investment Company Act of 1940. The
term ‘‘control’”’ has the meaning given in section 2
(a) (9) of that Act.

5. Value.—As used in this article 6, the word
“value” shall have the meaning given in section 2
(@) (39) (B) of the Investment Company Act
of 1940.

6. Valuation of assets.—(a) The balance sheets
of open-end companies shall reflect all assets at
value, showing cost parenthetically.

(b) The balance sheets of closed-end companies
shall either (1) reflect all assets at cost, showing
value parenthetically, or (2) reflect all assets at
value, showing cost parenthetically. If assets are
reflected at cost, however, due consideration shall
be given to evidence of probable loss and, where
such evidence indicates an apparently permanent
decline in underlying value and earning power,
recognition thereof shall be made by means of an
appropriate - write-down or the establishment of
an appropriate reserve.

(¢) The balance sheet shall clearly. disclose
whether assets are carried at cost or value.

7. Cost in case of reorganizations, exchanges of
investments, syndicate operations, etc.—Where
information as to the cost of investments is
required to be furnished, the term ‘“cost” shall
have the indicated special meaning in the follow-
ing instances:

(z) Reorganizations and quasi-reorganiza-
tions.—Where investments have been adjusted in
the course of a reorganization or quasi-reorgani-
zation of the registrant, ‘‘cost’” shall mean such
adjusted amount. The date of and a brief state-
ment as to such adjustment shall be given in a
note referred to in the balance sheet.

(b) Exchanges of investments.—(1) Where in-
vestments have been acquired in exchange for
other investments as a result of a reorganization,
consolidation or merger of a portfolio company,

20

SECURITIES AND EXCHANGE COMMISSION

“cost” of the investments acquired shall be the
cost of the investments released. Due consideration
shall, however, be given to evidence of probable
loss and, where such evidence indicates an appar-
ently permanent decline in underlying value and
earning power, ‘‘cost’’ of the investments acquired
shall be the value, on the effective date of the
transaction, of the investments released or of the
investments received, as appropriate. (2) In
other cases in which investments have been
acquired in exchange for assets other than cash,
“cost” of the investments acquired shall be the
value, on the effective date of the exchange, of
the assets released or of the assets received, as
appropriate.

(c) Syndicate operations.—In the case of securi-
ties acquired through joint syndicate operations,
“cost” shall be net of syndicate discounts and
commissions applicable thereto.

8. Issuance and repurchase of securities by a
management investment company. —In a footnote
or statement referred to in the balance sheet or
other appropriate statement, show for each class
of the company’s securities (1) the number of
shares or principal amount of bonds sold during
the period of report, the amount received therefor,
and, in the case of shares sold by closed-end
companies, the difference, if any, between the
amount received and the net asset value or
preference in involuntary liquidation (whichever
is appropriate) of securities of the same class
prior to such sale; and (2) the number of shares
or principal amount of bonds repurchased during
the period of report and the total or average cost
thereof. Closed-end companies shall furnish the
following additional information as to securities
repurchased during the period of report:

(a) as to bonds and preferred shares, the ag-
gregate difference between cost and the face
amount or preference in involuntary liquidation
and, if applicable net assets taken at value as of
the date of repurchase were less than such face
amount or preference, the aggregate difference
between cost and such applicable net asset value;

(b) as to common shares, the weighted average
discount per share, expressed as a percentage,
between cost of repurchase and the net asset value
applicable to such shares at the date of repurchases.

The information required by 2 (a) and (b) may
be based on reasonable estimates if it is impracti-
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cable to determine the exact amounts involved.

9. Federal income taxes.—Appropriate pro-
vision shall be made, on the basis of the applicable
tax laws, for Federal income taxes that it is reason-
ably believed are, or will become, payable in
respect of (@) current net income, (b) realized gain
on investments and (¢) unrealized appreciation on
investments. The company’s status as a ‘‘reg-
ulated investment company” as defined in Sub-
title A, Chapter 1, Subchapter M of the Internal
Revenue Code as amended shall be stated in a
note referred to in the appropriate statements.
Such note shall also indicate briefly the principal
present assumptions on which the company has
relied in making or not making provisions for
such taxes. However, a company which retains
realized capital gains and designates such gains
as a distribution to shareholders in accordance
with Section 852(b)(3)(D) of the Code shall, on
the last day of its taxable year (and not earlier),
make provision for taxes on such undistributed
capital gains during such year.

10. Balance sheets; statements of assets and
liabilities.—As used herein the term ‘balance
sheets” shall include statements of assets and
liabilities unless the context clearly indicates the
contrary.

11. Inapplicable captions.—Attention is di-
rected to the provisions of rule 3—02 which permit
the omission of separate captions in financial
statements as to which the items and conditions
are not present, or the amounts involved not
significant. However, amounts involving direc-
tors, officers, and affiliates shall nevertheless be
separately set forth except as otherwise specifically
permitted under a particular caption.

(Item 9 of Rule 6-02 amended, eff. Dec. 31, 1969,
Release AS-114.)

Rule 6-03. Balance Sheets; Statements of Assets
and Liabilities.
Balance sheets and statements of assets and
liabilities filed under this rule shall comply with
the following provisions:

ABSETS

1. Cash and cash items.—State separately (a)
cash on hand, demand deposits, and time de-
posits; (b) call loans; and (¢) funds subject to
withdrawal restrictions., Funds subject to with-
drawal restrictions and deposits in closed banks
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shall not be included under this caption unless
they will become available within 1 year.

2. Dividends and interest receivable.—(a)
Dividends shall not be included before the ex-
dividend date, nor unless payment is reasonably
assured by past experience, guaranty, or other-

wise. No dividend shall be included on stocks
issued or assumed by the company and held by

or tor it, whether held in its treasury, in sinking or
other special funds, or pledged as collateral.

(0) Interest due or accrued on bonds, notes,
deposits, open accounts, and other interest-bearing
obligations owned, shall not be included unless
payment is reasonably assured by past experi-
ence, guaranty, or otherwise. No interest shall
be included on securities issued or assumed by
the company and held by or for it, whether held
in its treasury, in sinking or other special funds,
or pledged as collateral.

"~ 3. Notes receivable.

4. Accounts receivable.

5. Reserves for doubtful receivables.—Notes
and accounts receivable known to be uncollectible
shall be excluded from the asset as well as from
the reserve account.

6. Sundry assets of a current nature.—State
separately (a) total of current amounts due from
directors and officers; (b) participation in syn-
dicates; and (¢) any other significant amount.

7. Investments in securities of unaffiliated
issuers.—See rule 6-02-6.

(a) United States Government bonds and other
obligations.—Include only direct obligations of
the United States Government.

(b) Securities of other investment companies.—
Such securities may be included under (¢) if they
amount in the aggregate to less than 5 percent
of total assets.

(c) Other securities.

(d) Such further classification may be used as
is appropriate under the circumstances.

(¢) Reserves for unrealized depreciation in
value of securities.—If assets are reflected at
cost, any reserve for unrealized depreciation
shall be shown here as a deduction from the items
to which applicable. ;

8. investments—Other than securities.—State
separately each major class. See rule 6-02-6.

9. Investments in affiliates.—State separately
investments in (z) controlled companies and (b)
other affiliates. See rule 6-02-6.
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10. Prepaid expenses and other deferred

items.—(a) State separately each of the following
items if significant: (1) debt discount and expense,
(2) organization expense, (3) commissions and
expense on capital shares, and (4) other prepajd
and deferred items showing separately any signi-
ficant items. Explain in a note to this caption
the provisions which have been made to write off
or amortize such items.

(b) Recurrent costs of issuing shares, such as

registration fees and expenses, shall be charged:

off in the statement of income and expense for
‘the period in which such costs are incurred.

11. Other assets.—State separately (a) total of
amounts due from directors and officers, not
included under caption 6 above; (b) each special
fund of a significant amount; (¢) real estate and
improvements not included under caption 8
above; (d) furniture and fixtures; and (¢) any other
significant amounts.

LIABILITIES

12. Notes payable.—State separately amounts

payable within 1 year (a) to banks, and (§) to
others. See caption 16 (a).

13. Accounts payable.—State separately (a)
the total of amounts payable for purchase of
securities, and (b) other accounts payable.

14. Accrued liabilities.—State separately (a)
accrued salaries, (b) tax liability, (c) interest, and
(d) any other significant items. If the total
under this caption is not significant, it may be
stated as one amount.

15. Sundry liabilities of a current nature.—
State separately (a) dividends declared; (b) bonds,
notes, mortgage installments, and mortgages due
within 1 year; (¢) total of current amounts due to
affiliates, excluding any amounts owing to non-
controlled affiliates which arose in the ordinary
course of business and are subject to usual trade
terms; (d) total of current amounts (other than as
required under caption 14) due directors and
officers; and (e) any other items of significant
amount. Remaining items may be shown in one
amount.

" 16. Long-term debt.

(¢) Funded debt.—If any amount included
herein will fall due within 1 year, indicate such
amount and explain in a footnote the reason for
not including such amount as & current liability
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under rule 6-03-15. See also caption 19 (c) (2).
() Indebtedness to affiliates—not current.—
State separately amounts due to (1) controlled
companies and (2) other affiliates.
(c) Other long-term debt.—Indicate whether
secured. State separately (1) total of amounts

‘due directors and officers; and (2) other long-term

debt, specifying any significant item. State
separately by years, in the balance sheet or in a
note therein referred to, the total amounts of the
respective maturities for the 5 years following the
date of the balance sheet.

17. Other liabilities.—State separately any
significant amounts.

18. Reserves, not shown elsewhere.—State
separately the total of each major class and de-
scribe each such major class by using an appropri-
ate caption or by a footnote referred to in the
caption.

19. Net assets applicable to outstanding capital
shares.—(a) This caption may be used only by
companies which reflect assets at value, showing
cost parenthetically.

(b) Companies having only one class of out-
standing capital securities.—Such companies may
conclude the statement with this caption and give
the number of outstanding shares and the net
asset value per share. In such case the statement
shall be entitled ‘“Statement of Asséts and Lia-
bilities”” and the information required by captions
20 to 24 below shall be set forth in the form of a
separate schedule immediately following this
statement and referred to under this caption.

(c) Companies having more than one class of
outstanding capital securities.— (1) Such com-
panies may conclude the statement at this point
and in such case shall furnish in tabular form
immediately following this caption the following
information as to each class of capital securities:
(i) title of issue; (ii) in the case of funded debt
treated as a capital security the total face amount
outstanding and the asset coverage per unit;
(iii) in the case of preferred shares, the par o1
stated value, the number of shares outstanding,
the total preference thereof in involuntary liquida-
tion, and the asset coverage per share and (iv) in
the case of common shares, the par or stated value,
the number of shares outstanding and the net
asset value per share and in the aggregate. In
such case the statement shall be entitled ‘‘State-
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" ment of Assets, Liabilities and Capital Securities’’
and the information required by captions 20 to 24
below shall be set forth in the form of a separate
schedule immediately following this statement
and referred to under this caption.

(2) If funded debt is outstanding and is to be
treated as a capital security, caption 16 (a) may
be omitted if appropriate adjustment of related
captions is made.

CAPITAL SHARES AND SURPLUS

20. Capital shares.—State for each class of
shares the title of issue, the number of shares
authorized, the number of shares outstanding and
the capital share liability thecreof. See also rule
6-09.

21. Surplus.—(a) Show the division of this
item into (1) capital surplus; (2) balance of undis-
tributed net income; and (3) accumulated net
realized gain or loss on investments. The in-
formation required by rule 6-02-8 shall be given
in a footnote to this statement, or in a footnote to
the statement permitted by rule 6-08.

(b)) Except as permitted by rule 6-08, an
analysis of each surplus account setting forth the
information prescribed in rule 6-07 shall be
given, for cach period for which a statement of
income and cxpense is filed, in the form of a
separate statement of surplus, and shall be re-
ferred to under this caption.

22. Total capital and surplus.—Companics
which reflect assets at cost, showing value paren-
thetically, shall furnish the following information
in a separate statement immediately following
this statement and referred to herein:

(@) The amount of unrealized appreciation or
depreciation of the asscts, taken at value, as
compared to the amount at which such assets are
reflected in the balance sheet, together with the
increase or decrease thereof during the period of
report.

(b) An appropriate provision for taxes in respect
of appreciation if required by rule 6-02-9.

(c) If total asscts at value are less than cost, the
adjustment that would have to be made to re-
flect such depreciation in the surplus accounts.

(d) The net asset coverage per unit of each
class of bonds and per share of each class of
preferred shares.
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() The net asset value per share of the out-
standing common shares, computed on the basis
of assigning to prior sccurities their preference in
involuntary liquidation.

23. Unrealized appreciation or depreciation of
assets.—Companies which reflect assets at value
showing cost parenthetically shall include this
item as an addition to or deduction from caption
22. See rule 6-06. Appropriate provisions shall
be made for applicable income taxes if required by
rule 6-02-9.

' 24. Net assets applicable to outstanding capital
shares.—The amount of this caption should agree
with the amount shown under caption 19.

Rule 6-04. Statement of Income and Expense.

(a) Statements required by this rule and by
rules 6-05 and 6—06 shall be shown on the same or
on consecutive pages. If not shown on the same
page, however, the items required to be set forth
by caption 5 of rule 605 and caption 2 of rule 6-06
shall be appended immediately following the in-
formation required by caption 7 of this rule.

(b) Statements filed under this rule shall comply
with the following provisions:

1. Income.—(a) State separately income from
(1) cash dividends, (2) interest, and (3) other in-
come. Ifincome from investments in or indebted-
ness of affiliates is included hereunder, such income
shall be segregated under an appropriate caption
subdivided to show separately income from (i)
controlled companies and (ii) other affiliates.

() Due consideration shall be given to the
propriety of treating, as income, dividends on stock
acquired or disposed of during the period of report.

(¢) Due consideration shall be given to the
propriety of treating extraordinary dividends as
income. For the purpose of this rule the term
“extraordinary dividends” shall mean (1) divi-
dends which are known to have been declared out
of sources other than current earnings or earned
surplus and (2) dividends which are declared other-
wise than out of carnings of the current or pre-
ceding year and are abnormal in size in relationship
to the value of the securities upon which declared.

(d) Dividends in arrears on preferred stock may
not be treated as income in an amount whieh
exceeds an amount arrived at by applying the
stated dividend rate to the period during which
the stock has been held: Provided, That, in com-
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puting the period held, periods of more than one-
half of a quarter year may be treated as full
quarter years, if periods of less than one-half of a
quarter year are not counted.  Any such dividends
which are treated as income but which are appli-
cable to periods prior to the current fiscal year shall
be included under caption 1 (a) (3) above.

(e) Dividends by controlled companies may be
treated as income only to the extent that they are
out of earnings subsequent to (1) the date of
acquisition or (2) the effective date of a reorganiza-
tion or quasi-reorganization of the receiving com-
pany if such date is subsequent to the date of
acquisition,

(f) Due consideration shall be given to the
propriety of treating, as income, interest received
on bonds which were in default when acquired.
Any such interest which may be treated as income
shall not be treated as ordinary interest income
in an amount in excess of the amount arrived at
by applying the stated interest rate to the period
of report, and any excess thereof shall be included
under caption 1 (a) (3) above. The policy fol-
lowed in accounting for such interest shall be
stated in a footnote.

(9) Common stock received as a dividend on
common stock of the same issuer shall not be
trested as income, and no amount shall be debited
to investments or credited to income or surplus
at the time such dividend is received.

(k) State as to any noncash dividends, other
than stock dividends referred to in paragraph (g),
and as to preferred stock received as a stock divi-
dend, the basis on which taken up as income. If
any such dividends received from controlled com-
panies have been credited to income in an amount
different from that charged to income or earned
surplus by the disbursing company, state the
amount of such difference and explain.

(z) State separately each category of other in-
come representing more than 5 percent of the total
shown under caption 1 of rule 604 (b).

(7) Proceeds from the sale of new capital shares
which represent payment on account of accrued
undivided income- shall not be included in the
statement of income and expense. See rule 6-07-2.

(k) Dividends and interest applicable to an
issuer’s own securities held in its treasury or in
sinking or other special funds shall not be treated
as income.
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2. Expenses.—State separately each category of
expense representing more than five percent of the
total expenses. There shall also be shown in an
appropriate manner (a) the total of management
and other service fees to unaffiliated persons; ()
the total of management and other service fees to
affiliated persons, indicating in a note or otherwise
(1) the name of each such person accounting for
10 percent or more of the total under this sub-
caption, (2) the nature of the affiliation hetween
the investment company and each such person,
and (3) the amount applicable to each such person;
and (c¢) other expenses within the person’s own
organization in connection with research, selection
and supervision of investments. The total of
management and service fees shall be included
herein regardless of the basis used for, or the
method of, computation thereof. State in a note
referred to under this item the basis and methods
of computing management or service fees and if
none was incurred for the period of report, the
If any of the expenses were paid
otherwise than in cash, state the details in 4 note
referred to under this caption.

3. Taxes— Other than taxes on income.

4. Interest and debt discount and expense.—
State separately (a) interest on funded debt, ()
amortization of debt discount and expense or
premium, and (¢) other interest.

5. Balance before provision for taxes on income.

6. Provision for taxes on income.—State sep-
arately (a) Federal taxes on income, and (8) other
taxes on income. If the amount to be shown
under this caption is less than 5 percent of caption
7, it may be combined with caption 3 and in such
case caption 5 may be omitted. See rule 6-02-9.

7. Net income.—The amount included under
this caption shall be carried to the related sub-
division of surplus or to the statement of changes
in net assets, as appropriate. See rules 6-07-2
and 6-08 (b) (2).

Rule 6-05. Statement of Realized Gain or Loss
on Investments.

Statements filed under this rule shall comply
with the following provisions:

1. Realized gain or loss on sales of invest-
ments.—(a) State separately the aggregate cost,
the aggregate proceeds, and the net gain or loss
from sales of each of the following classes of in-
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vestments: (1)investments in securities of affiliates,
(2) investments in other securities, showing United
States Government bonds and other direct obliga-
tions separately, and (3) other investments.

(3) Transactions in shares of the person for
which the statement is filed shall not be included
here.

(c) State in a footnote the aggregate cost of
securities acquired during the period, showing
separately United States Government bonds and
other direct obligations.

(d) State the basis followed in determining the
cost of securities sold. If a basis other than aver-
age cost is used, state, if practicable, the gain or
loss computed on the basis of average cost.

2. Realized gain or loss on other transactions.—
(@) Include under this caption exchanges of invest-
ments. Show the aggregate cost of the invest-
ments released and, as the proceeds of the ex-
changes, the aggregate amount at which the
investments acquired were recorded in the ac-
counts. See rule 6—02-7.

(3) Include also under this caption any write-
downs required by rule 6-02-6 (b). Show the
aggregate cost and the aggregate adjusted cost
of the investments involved.

3. Realized gain or loss on investments, before
provision for income taxes.

4. Provision for income taxes.

5. Net realized gain or loss on investments.—
The amount included under this caption shall
be carried to the related section of surplus or to
the statement of changes in net assets, as appro-
priate. See rules 6-07-3 and 6-08 (b) (3).

Rule 6-06. Statement of Unrealized Apprecia-
tion or Depreciation of Investments.

This statement may be omitted by companies
reflecting assets at cost, showing value parentheti-
cally, provided the information called for by the
second sentence of rule 6-04 (a) is given. State-
ments filed under this rule shall comply with the
following provisions:

1. Unrealized appreciation or depreciation of
investments.—State the amount of unrealized
appreciation or depreciation of investments as
shown in caption 23 of the balance sheet (a) at
the beginning of the period of report, and (b) at
the end of the period of report.
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2. Increase or decrease of unrealized apprecia-
tion or depreciation.

Rule 6-07. Surplus Statements.

Surplus statements filed under this rule shall
comply with the following provisions:

1. Capital surplus.—(a) The analysis of capital
surplus shall show separately for each period (1)
balance at beginning of period, (2) additions
during period due to (7) sale of capital shares, and
(#1) other additions described in reasonable detail,
(3) deductions during period due to (i) repurchase
of capital shares, (ii) distributions to shareholders
from capital surplus, and (ii1) other deductions,
described in reasonable detail, and (4) balance
at end of period. State in a footnote or otherwise
the aggregate amount per share of dividends paid
during the period of the report.

(b) There shall be shown, parenthetically or
otherwise, the total dividend distributions to
shareholders made from capital surplus since the
date of organization or the date of the most recent
reorganization, whichever is later; provided that
companies organized prior to January 1, 1925,
need show only such dividends paid since that date
if that fact is indicated.

2. Balance of undistributed net income.—The
analysis of the balance of undistributed net in-
come, shall show separately for each period of
report (a) balance at beginning of period, (b) net
income as shown under rule 6-04-7, (¢) other
additions described in reasonable detail, (d) dis-
tributions to shareholders, (¢) other deductions
described in reasonable detail, and (f) balance.at
end of period. State in a footnote or otherwise the
aggregate amount per share of dividends paid
during the period of the report.

Open-end companies which follow the policy of
recording separately a part of the sale and repur-
chase price of capital shares as an adjustment on
account of undivided income shall include, as a
separate item hereunder, the difference between
the amount received from the sale of new capital
shares which represent payment on account of
accrued undivided income and the amount paid
on the repurchase of capital shares which repre-
sent pavment on account of acerued undivided
income.

3. Accumulated net realized gain or loss on in-
vestments. —The analysis of accumulated realized
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gain or loss on investments shall show separately
for each period of report (a) gain or loss on invest-
ments prior to the period, (b) distributions to
shareholders made therefrom prior to the period,
(¢) balance at the beginning of the period, (d) gain
or loss on investments as shown under rule 6—-05-5,
(e) distributions to shareholders, and (f) balance at
end of period. Captions (a) and (b) of this para-
graph may be omitted by companies organized or
most recently reorganized, prior to January 1,
1925, provided there is given in a footnote (i) total
distributions made to shareholders out of realized
gain on investments during the period from Janu-
ary 1, 1925, to the beginning of the period of
report, and (i7) total realized gain or loss on
investments for the same period. State in a foot-
note or otherwise the aggregate amount per share
of dividends paid during the period of the report.

4. Opening balances.—Companies may accept
balances of surplus accounts at January 1, 1925,
as per the accounts.

5. See also rules 6—03-19 and 6-03-21.

Rule 6-08. Statement of Changes in Net Assets.

(a) Companies which in statements filed pursu-
ant to rule 6-03 reflect assets at value, showing
cost parenthetically, may file statements of
changes in net assets in lieu of the surplus state-
ments required by rule 6-07, provided, there is
shown under caption 21 (a) of rule 6-03 the amount
of dividends previously paid from (1) capital sur-
plus, and (2) realized gain on investments. See
rules 6-07-1 (b) and 6-07-3.

(b) Statements of changes in net assets filed
under this rule shall comply with the following
provisions:

(1) Net assets at beginning of period.—The
amount shown shall agree with caption 19 of the
related statement filed pursuant to rule 6-03 as of
the beginning of the period of report. Show
parenthetically or otherwise the balance of undis-
tributed net income included in net assets at the
beginning of the period.

(2) Income.—State separately (a) net income
as shown by caption 7 of rule 6-04; (b) net accrued
undivided earnings included in price of capital
shares issued and repurchased; (¢) distributions
paid; and (d) balance of income undistributed,
or decrease in prior balance of undistributed net
income, as appropriate.
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(3) Realized gain or loss on investments.—
State separately (a) net realized gain or loss on
investments as shown by caption 5 of rule 6-05;
(b) distributions paid; and (¢) balance of realized
gain on investments for the period, or decrease
in prior accumulated realized gain on investments,
as appropriate.

(4) Increase or decrease of unrealized apprecia-
tion or depreciation of assets.—The amount shown
should agree with caption 2 of rule 6-06.

(5) Securities issued and repurchased.—State
separately for each issue (1) amount issued, and
receipts therefrom on account of principal; (2)
amount repurchased, and payments therefor on
account of principal; and (3) net increase or
decrease in amount outstanding and the differ-
ence between receipts and payments in respect
thereof.

(6) Distributions of capital.
(7) Other items.—If during the period there

have been any charges or credits to surplus ac-

counts not specifically provided for in captions
(2) to (6), include such items under an appropriate
caption and explain clearly their nature.

(8) Net assets at close of period.—The amount
shown shall agree with caption 19 of rule 6-03.
Show parenthetically or otherwise the balance
of undistributed net income included in net
assets at the end of the period.

State in a footnote or otherwise to captions
(2), 3), and (6) the aggregate amount per share
of dividends paid during the period of the report.

Captions (b) (3) to (6), inclusive, may be shown
subordinate to a general caption *“‘Capital.” Tf
appropriate, the term ‘“Principal” may be used
in place of “Capital.”

Rule 6-09. Statem_ent of Sources of Net Assets.

Companies having only one class of outstanding
capital securities, and reflecting all assets at value,
may combine captions 20 and 21 (a) (1) of rule
6—03, provided (1) the analyses prescribed by rule
6-03-21 (b) are furnished and (2) other information
comparable to that prescribed by captions 20 to
24 of rule 6-03 is set forth in substantially the
following form:

(1) Capital.—If appropriate, the term Principal
may be used in place of this caption.
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(a) Excess of amounts received from sale of
capital shares over amounts paid out in redeeming
or reacquiring shares.—State here or in a footnote
the number of shares authorized, the number of
shares outstanding, and the capital shares liability
thereof.  The information required by rule 6-02-8
shall be given in a footnote or by reference to the
statement of changes in net assets.

(b) Aggregate distributions from net proceeds
from sale of capital shares.—See also rule 6-07-1
).

(c) Balance of capital paid in on shares.

(@) Accumulated net realized gain or loss on
investments.

(¢) Accumulated distributions of realized gain
on investments.—The amount shown under this
caption (e¢) shall be added to or deducted from
caption (d) as appropriate to give a single total
which need not be separately designated. See
rule 6-07-3 with respect to companies organized
or most recently reorganized prior to January 1,
1925.

() Unrealized appreciation or depreciation of
assets.— See rule 6-02-9.

(9) Total of captions (a) to (7), inclusive.

(2) Balance of undistributed net income.

(3) Net assets applicable to outstanding shares.

Rule 6-10. What Schedules Are To Be Filed.

(a) Except as otherwise expressly provided in
the applicable form:

(1) The schedules specified below in this rule as
schedules I, VII, VIII, and IX shall be filed as of
the date of the most recent balance sheet filed for
each person and for each group for which separate
statements are filed. Such schedules shall be
certified if the related balance sheet is certified.

(2) All other schedules specified below in this
rule shall be filed for each period for which a
statement of income and expense is filed. Such
schedules shall be certified if the related statement
of income and expense is certified.

(b) The information required in schedules for
the registrant, for the consolidated subsidiaries
and for the registrant and its subsidiaries con-
solidated may be presented in the form of & single
schedule, provided, that items pertaining to the
registrant and to each consolidated subsidiary or
group for which separate statements are required
are separately shown and that such single schedule
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affords a properly summarized presentation of
the facts.

(¢) If the information required by any schedule
(including the footnotes thereto) may be shown in
the statements required by rules 6-03 to 6-09
without making such statements unclear or con-
fusing, that procedure may be followed and the
schedule omitted.

(d) Reference to the schedules shall be made
against the appropriate captions ot the balance
sheet and the statement of income and expense.

A. INVESTMENT SCHEDULES

Schedule I. Investments in securities of un-
affiliated issuers.—The schedule prescribed by
rule 12-19 shall be filed in support of caption 7 of
each balance sheet.

Schedule II. Investments— Other than securi-
ties. — The schedule prescribed by rule 12-21 shall
be filed in support of caption 8 of each balance
sheet. This schedule may be omitted if the in-
vestments, other than securities, at both the
beginning and end of the period amount to less
than 1 percent of total assets or $50,000 whichever
is less.

Schedule III. Investments in affiliates.—The
schedule prescribed by rule 12-22 shall be filed in
support of caption 9 of each balance sheet.

B. MiscELLANEOUS SCHEDULES

Schedule IV. Amounts due from directors and
officers.—The schedule prescribed by rule 12-03
shall be filed with respect to each person among
the directors and officers from whom any amount
was owed at any time during the period for which
related statements of income and expense are filed.

Schedule V. Indebtedness to affiliates.—The
schedule prescribed by rule 12-11 shall be filed in
support of caption 16 (b). This schedule and
schedule ITI may be combined if desired.

Schedule VI. Reserves.—The schedule pre-
scribed by rule 12-13 shall be filed in support of all
reserves included in the balance sheet.

C. CArPITAL SECURITIES

Schedule VII. Funded debt.—The schedule
prescribed by rule 12-10 shall be filed in support of
caption 16 (a) of each balance sheet.

Schedule VIII. Capital shares.

(2) Open-end companies, all of whose outstand-
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ing securities are redeemable at the option of the
holder thereof, need not file this schedule.

(b) Closed-end companies shall file the schedule
prescribed by rule 12-14 in support of caption 20
of each balance sheet.

Schedule IX. Other securities.-—Schedules shall
be filed in respect of any classes of securities issued
by the person for whom the statement is filed, but
not included in schedules VII and VIII. As to
guarantees of securities of other issuers, furnish

ARTICLE 6A. UNIT

Rule 6-10A. Application of Article 6A.

This article shall be applicable to financial state-
ments filed for unit investment trusts, including
those which are issuers of periodic payment plan
certificates, and financial statements filed for
unincorporated management investment com-
panies which are issuers of periodic payment plan
certificates.

Rule 6-11. Statements of Condition.

Statements of condition filed for persons to
whom this article is applicable shall comply with
the following provisions:

TRUST PROPERTY

1. Investment in securities.—The aggregate
cost and the aggregate value of investments
included under this caption and caption 2 below
shall be shown in the statement of condition
parenthetically or otherwise. Tne method used
in determining the ‘‘cost” shall be stated. For
the purpose of this rule 6-11, ‘“‘value’’ has the
meaning defined in Section 2 (a) (39) (B) of the
Investment Company Act of 1940. State in the
statement of condition for each caption the basis
of determining the amount at which investments
are carried.

(a) Securities of investmment companies.—State
separately (1) trust shares in trusts created or
serviced by the depositor or sponsor of this trust;
(2) trust shares in other trusts; and (3) securities
of other investment companies.

(b) Securities of other companies.—State sepa-
rately (1) marketable securities and (2) other
securities.

2. Investments other than securities.—State
separately each major class. See instructions to
caption 1.

the information required by rule 12-12. As to
warrants or rights granted by the person for whom

the statement is filed, to subscribe for or purchase
securities to be issued by such person, furnish the

information called for by rule 12-15. As to any
other securities, furnish information comparable to
that called for by rules 12-10, 12-12, 12-14 or 12—
15, as appropriate. Information need not be set
forth, however, as to notes, drafts, bills of exchange
or bankers’ acceptances having a maturity at the
time of issuance of less than 1 year.

INVESTMENT TRUSTS

28

3. Dividends and interest receivable.

4. Cash.
5. Other property.—State separately each sig-

nificant item. State the basis of determining the
amounts.

LIABILITIES, TRUST S5HARES, AND DISTRIB-
UTABLE FUNDS

6. Liabilities.—State separately amounts pay-
able to (@) trustee and custodian; and (b) depositor,
sponsor, and their associates. State separately
any other significant items.

7. Reserves not shown elsewhere.—State sepa-
rately each significant item. If the caption used
for each reserve stated separately is not clearly
indicative of the purpose for which the reserve was
created, explain the purpose in a note referred to
under this caption.

8. Trust shares.—State for each class of trust
shares (a) the title of issue, the number of trust
shares outstanding and the total cost to the in-
vestors of such trust shares; (b) the adjustment
for market depreciation or appreciation; (c) other
deductions from the total cost to the investors for
fees, loads, and other charges; and (d) the net
amount applicable to the investors. Explain in a
note refer~ed to under this caption the deductions
for fees, loads, and other charges from the total
cost to the investors.

9. Balance of income and distributable funds
applicable to trust shares.—The amount shown
here shall agree with that shown in caption 19
of the related statement of income and distributa-

‘ble funds.
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Rule 6-12. Statements of Income and Distributa-
ble Funds. ;

The statements of income and distributable
funds filed for persons to whom this article is
applicable shall comply with the following provi-
sions:

INCOME

1. Distributions and dividends.—State sepa-
rately (a) distributions received on shares of invest-
ment trusts, and (b) dividends on other securities.
Exclude any distribution or portion thereof re-
ceived on shares of investment trusts which is
known to represent the return of any amount
invested in the shares upon which such distribu-
tion was paid. Also indicate the basis upon which
dividends and distributions are taken into income
(e. g., “cash” or ‘“‘accrual’’; and if accrual whether
as of declaration or record date); and, as to any
distributions and dividends other than cash, the
basis o which they have been taken up as income.

2. Interest.—State separately interest from (a)
securities and (b) other sources.

3. Other income.—-State separately by class of
income each significant amount.

4. Total income.

EXPENSES

5. Taxes.

6. Fees of the trustee and custodian.

7. Fees of the depositor and sponsor.

8. Legal fees and expenses.—State separately
each significant amount,

9. Auditing fees and expenses.—State sepa-
rately each significant amount.

10. Other expenses.—State separately by class
of expense each significant amount.

11. Total expenses.

12. Balance of income before gain or loss
realized from security transactions.—See caption
13 below.

13. Gain or loss realized from security trans-
actions.—State separately the net of gains and
losses arising from transactions in (a) trust
shares of trusts created or serviced by the de-
positor or sponsor of this trust; (b) trust shares in
other trusts; and (c) other investments in securi-
ties. State here or in a note herein referred to
the principle followed in determining the cost of
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securities sold, e. g., “average cost’’ or “first-in,
first-out.” This caption, and caption 12 above,
may be omitted by unit investment trusts pro-
vided the information herein required is contained
in Schedule IIY of rule 6-13, and provided there
be given in a footnote in the financial statements
(@) the aggregate amount received from sale of
securities; (b) the aggregate cost of the securities
sold; (c) the realized gain or loss thereon; and (d)
the principle followed in determining the cost of
securities sold, e. g., “average cost” or “first-in,
first-out.”

14. Net income for the period.—If captions 12
and 13 are omitted by unit investment trusts, this
caption shall be changed to Net income for the
period excluding gain or loss realized from
security transactions.

15. Balance of income and distributable funds
applicable to trust shares at the beginning of the
period.

16. Additions to distributable funds.—State
separately (a) that portion from the sale of
trust shares which represents payments for
participation in the balance of income and dis-
tributable funds; and () any other significant
amounts.

17. Deductions other than distributions.—State

separately (a) amounts withheld (1) for reserves

and (2) for investments, and (b) any other sig-
nificant amounts.

18. Distribution to shareholders.—For each
class of trust shares state the amount per share
and in the aggregate. State, as to any distribu-
tions other than cash, the nature of the distri-
butions and the basis of determining the amount
to income and distributable funds.
Indicate here or in a note herein referred to the
aggregate distributions made upon the surrender
and cancellation of trust shares which represent
income and distributable funds applicable thereto
at the date of surrender and cancellation.

19. Balance of income and distributable funds
applicable to trust shares at close of the period.

Rule 6-13. What Schedules Are To Be Filed.

(a) Schedule IV, specified below, shall be filed
as of the date of the most recent statement of
condition filed. The other schedules specified
shall be filed for each period for which a statement
of income and distributable funds is filed. All

‘schedules shall be certified.
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() Reference to the schedules shall be made
against the appropriate captions of the statement
of condition and the statement of income and
distributable funds.

Schedule I. Investment in securities.—The
schedule prescribed by rule 12-33 shall be filed
in support of caption 1 of each statement of
condition and of captions 1 and 2 of each state-
ment of income and distributable funds.

Schedule II. Trust shares.—The schedule pre-
scribed by rule 12-34 shall be filed in support of
caption 8 of each statement of condition.

Schedule III. Gain or loss from transactions in
trust property.—A schedule shall be submitted
showing for each investment set forth in Schedule
I in which there were any sales or redemptions
during the period: (a) the aggregate amount re-
ceived from sale; (b) the aggregate cost of the
investment sold; and (c¢) the realized gain or loss
thereon.

SECURITIES AND EXCHANGE OOMMISSION

Schedule IV. Allocation of trust assets to series
of trust shares.—If the trust assets are specifically
allocated to different series of trust shares, and if
such allocation is not shown in the statement of
condition in columnar form or by the submission
of separate statements for each series of trust
shares, a schedule shall be submitted showing the
amount of trust assets, indicated by each state-
ment of condition filed, which is applicable to
each series of trust shares.

Schedule V. Allocation of trust income and
distributable funds to series of trust shares.—If
the trust income and distributable funds are
specifically allocated to different series of trust
shares and if such allocation is not shown in the
statement of income and distributable funds in
columnar form or by the submission of separate
statements for each series of trust shares, a sched-
ule shall be submitted showing the amount of
income and distributable funds, indicated by each
statement or income and distributable funds filed,
which is applicable to each series of trust shares.

ARTICLE 6B. FACE-AMOUNT CERTIFICATE INVESTMENT COMPANIES

Rule 6-20. Application of Article 6B.

This article shall be applicable to financial state-
ments filed by investment companies which are
issuers of face-amount certificates.

‘Rule 6-21. Special Rules Applicable to Face-
Amount Certificate Investment Companies.

The financial statements filed by persons to
which this rule is applicable shall be prepared in
accordance with the following special rules in ad-
dition to the general rules in articles 1, 2, 3, and 4.
Where the requirements of a special rule diffec
from those prescribed in a general rule, the require-
ments of the special rule shall be met.

1. Content of financial statements.—The finan-
cial statements shall be prepared in accordance
with the requirements of regulation S-X notwith-
standing any provision of the articles of incorpora-
tion, trust indenture or other governing legal in-
struments specifving certain accounting proce-
dures inconsistent with those herein required.

2. Certification.—Where, under the applicable
form, financial statements are required to be certi-
fied, the certifving accountant shall have been se-
lected and ratified in accordance with section 32
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of the Investment Company Act of 1940 and the
applicable rules thereunder.

3. Consolidated and combined statements.—(a)
Consolidated and combined statements filed for
face-amount certificate investment companies
shall be prepared in accordance with article 4 ex-
cept that statements of the registrant which is a
face-amount certificate investment company and
engages in no business of a material amount other
than issuing or servicing of face-amount certifi-
cates, may be consolidated only with the state-
ments of subsidiaries which are also face-amount
certificate investment companies; provided, how-
ever, that (i) the subsidiaries are totally held, ex-
cept as to outstanding face-amount certificates,
by the parent, (ii) each face-amount certificate in-
vestment company maintains certificate reserves
and qualified assets as provided by section 28 of
the Investment Company Act of 1940, and (iii)
separate financial statements for each company
are filed.

(b) Any face-amount certificate investment
company may, however, file a consolidating state-
ment which may include totally-held subsidiary
companies, except face-amount certificate invest-
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ment companies, the inclusion of which in consoli-
dation is prohibited by the provisions set forth in
paragraph (a). Such consolidating statement

shall set forth the individual statemert of the

parent company and each other company or groups
of similar other companies.

4. Affiliates.—The term “affiliate” means an
“affiliated person’’ as defined in section 2 (a) (3)
of the Investment Company Act of 1940. The
term ‘“‘control’”’ has the meaning given in section
2 (a) (9) of that Act.

5. Qualifled assets.— (¢) For companies issuing
face-amount certificates subsequent to December 31,
1940 under the provisions of section 28 of the In-
vestment Company Act of 1940, the term “qualified
assets’”’ means qualified investments as that term
is defined in section 28 (b) of the Act. A state-
ment to that effect shall be made in the balance
sheet.

(b) For other companies, the term ‘“qualified
assets’’ means cash and investments which such
companies do maintain or are required, by appli-
cable governing legal instruments, to maintain in
respect of outstanding face-amount certificates.
State in a note to the balance sheet the nature of
the investments and other assets so mairtained or
required to be maintained by such legal instru-
ments. If the nature of the qualified assets and
amount thereof are not subject to the provisions
of section 28 of the Investment Company Act of
1940, a statement to that effect shall be made.

(c) Loans to security holders may be included
as a qualified asset in an amount not in excess of
certificate reserves carried on the books of account
in respect of each individual certificate upon which
the loans were made.

6. Valuation of qualified assets.— (a) The bal-
ance sheet shall reflect all qualified assets at cost or
amortized cost, whichever is appropriate. Such
basis shall be explained in a note which should also
state the policy followed in writing off or amortiz-
ing any premium included in the cost of interest-
bearing obligations. State, also, in an appropriate
manner the amount of each kind of investments
acquired from controlled companies and other
affiliates, if material, during the period covered by
the profit and loss or income statement, and the
method used in determining the cost of any such
investments.

() Market value of securities shall be stated
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parenthetically.

(¢) Due consideration shall be given to evidence
of probable loss and, where evidence indicates an
apparently permanent decline in underlying value
and earning power, recognition thereof shall be
made by means of an appropriate write-down or
the establishment of an appropriate reserve.

7. Certificate reserves.— (a) For companies is-
suing face-amount certificates subsequent to Decem-
ber 31, 1940 under the provisions of section 28 of the
Investment Company Act of 1940, balance sheets
shall reflect reserves for outstanding certificates
computed in accordance with the provisions of
section 28 (a) of the Act.

(b) For other companies, balance sheets shall
reflect reserves for outstanding certificates deter-
mined as follows:

(i) For certificates of the installment type, such
amount which, together with the lesser of future
payments by certificate holders or such portion
thereof as is credited to the account of certificate
holders as and when accumulated at a rate not to
exceed 3% per centum per annum (or such other
rate as may be appropriate under the circum-
stances of a particular case) compounded annually,
shall provide the minimum maturity or face
amount of the certificate when due.

(ii) For certificates of the fully paid type, such’
amount which, as and when accumulated at a
rate not to exceed 3!4 per centum per annum (or
such other rate as may be appropriate under the
circumstances of a particular case) compounded
annually, shall provide the amount or amounts
payable when due.

(iii) Such amount or accrual therefor, as shall
have been credited to the account of any certificate
holder in the form of any credit, or any dividend,
or any interest in addition to the minimum
maturity or face amount specified in the certificate,
plus any accumulations on any amount so credited
or accrued at rates required under the terms of
the certificate.

(iv) An amount equal to all advance payments
made by certificate holders, plus any accumula-
tions thereon at rates required under the terms
of the certificate.

(v) Amounts for other appropriate contingency
reserves, for death and disability benefits or for
reinstatement rights on any certificate providing
for such benefits or rights.
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8. Inapplicable captions.—Attention is directed
to the provisions of rules 3-02 and 3-03 (a)
which permit the omission of separate captions
in financial statements as to which the items and
conditions are not present, or the amounts
involved are not material. However, amounts
involving directors, officers and affiliates ehall
nevertheless be separately set forth except as
otherwise specifically permitted under a particular
caption. :

Rule 6-22. Balance Sheets.

Balance sheets filed under this rule shall comply
with the following provisions:

ASSETS AND OTHER DEBITS
QUALIFIED AssETs
(See rule 6-21-5 (a) and (b))

1. Cash and cash items.—State separately (a)
cash on hand, demand deposits, and time deposits;
(b) call loans; and (¢) funds subject to withdrawal
restrictions.

2. Dividends and interest receivable.—(a) Divi-
dends shall not be included before the ex-dividend
date, nor unless payment is reasonably assured by
past experience, guaranty, or otherwise, No
dividend shall be included on stocks issued or
assumed by the company and held by or for it,
whether held in its treasury, in sinking or other
special funds, or pledged as collateral.

(0) Interest due or accrued on bonds, notes,
deposits, loans, open accounts, and other interest-
bearing obligations owned, shall not be included
unless payment is reasonably assured by past
experience, guaranty, or otherwise. No interest
shall be included on securities issued or assumed
by the company and held by or for it, whether
held in its treasury, in sinking or other special
funds, or pledged as collateral.

3. Notes receivable.

4. Accounts receivable.

5. Reserves for doubtful receivables.—Notes
and accounts receivable known to be uncollectible
shall be excluded from the assets as well as from
any reserve account.

6. Investments in unafiliated issuers.—See
rule 6-21-6.

(a) Securities. —State separately investments
in (i) United States Government bonds and other
obligations (including only direct obligations of

SECURITIES AND EXCHANGE COMMISSION

the United States Government); (ii) other bonds;
and (iii) other securities.

(b) First mortgage loans on real estate.—State
separately (i) mortgages insured by an agency
acting as an instrumentality of the United States
Government; (ii) mortgages guaranteed by an
agency acting as an instrumentality of the United
States Government; and (iii) other first mortgages.
There shall also be shown in an appropriate
manner (1) the aggregate amount of self-amortiz-
ing mortgages, and (2) the amount of mortgages
in respect of which interest or principal payments
are past due for more than three months.

(c) Other mortgage loans on real estate. —Such
classification shall be used as is appropriate under
the circumstances.

(d) Reserves for investments in unafiiliated
issuers.

(¢) There shall be shown in an appropriate
manner the average gross rates of return realized
by the company, for each period for which profit
and loss or income statements are filed, on each
class of investment shown in this caption.

7. Real estate owned. —State separately (a) real
estate acquired through foreclosure of mortgages;
and (b) other real estate investments.

8. Reserve for real estate owned.

9. Loans to certificate holders secured by cer-
tificate reserves.—See rule 6-21-5 (¢). .
10. Other qualified assets.-—State separately
(@) investments in and advances to controlled
companies and () other affiliates; (c) each special
fund of & material amount; (d) unamortized
premium on mortgages; and (e) any other material

amounts.

11. Total qualified assets. —State in a note the
amount of qualified assets on deposit classified &s
to general classes of assets and as to general typ
of depositaries, such as banks and states, together
with a statement as to the purpose of the deposits.

OTHER AsspTs

12, Investments in unafiiliated issuers, not in-
cluded in total of caption 11.—State separately
each class of investment.

13. Investments in and advances to affiliates. —
State separately investments in (az) controlled
companies and (b) other afliliates. The basis of
determining the amount shall be explained in an
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appropriate manner.

14. Prepaid expenses and other deferred
items. —State separately any material items.
State in a note to this caption the provisions
which have been made to write off or amortize
such items.

15. Other assets.—State separately (a) amounts
due from directors and officers, and (b) any other
item in excess of 5 percent of the amount of all
assets other than qualified assets.

LIABILITIES, CAPITAL SHARES, AND SURPLUS

CeERTIFIcCATE REsERVES AND CURRENT LiaBILITIES

16. Certificate reserves.—State separately re-
gerves for (a) certificates of the installment type;
(b) certificates of the fully paid type; (c) advance
payments; (d) additional amounts accrued for or
credited to the account of certificate holders in the
form of any credit, dividend, or interest in addition
to the minimum maturity amount specified in the
certificate; and (¢) other certificate reserves.
State in an appropriate manner the basis used in
determining the reserves, including the rates of
interest of accumulation.

17. Current liabilities, exclusive of certificate
reserve liabilities.

(a) Notes payable.—State separately amounts
payable within one year (i) to banks and (ii) to
others.

(0) Accounts payable.—State scparately (i)
amounts payable for purchase of securities and
(ii) other accounts payable.

(c¢) Accrued liabilities.—State separately (i)
accrued salaries; (ii) tax liability; (iii) interest; and
(iv) any other material item. If the total under
this subcaption is not material, it may be stated
as one amount.

(d) Sundry lisbilities of a current nature.—
State separately (i) dividends declared; (ii) serial
bonds, nutes and mortgages installments and mort-
gages due within one year; (iii) total of current
amounts due to affiliates; (iv) total of current
amounts due directors and officers; and (v) other
items of material amount.

18. Total certificate reserves and current lia-
bilities.

OTHER LiABILITIES

19. Funded debt.—If any amount included
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herein will fall due within one year, indicate such
amount and explain in a note the reason for not
including such amount as a current liability.

20. Indebtedness to affiliates—Not current. —
State separately amounts due to (az) controlled
companies, and (b) other affiliates.

21. Other long-term debt.—Indicate whether
secured. State separately (a) total of amounts
due directors and officers; and (b) other long-term
debt, specifying any material item. State sepa-
rately by vears, in the balance sheet or in a note
therein referred to, total amounts of respective
maturities for the 5 years following the date of the
balance sheet.

22. Other liabilities.—State separately any
amount in excess of 10 percent of the total of lia-
bilities other than certificate reserves, funded debt,
capital shares and surplus.

Dererrep INcoME

23. Deferred income.—State separately each
material item and the basis of taking amounts re-
ported under this caption into income.

Reszrves Nor SHOWN ELSEWHERE

24. Reserves not shown elsewhere.— State sep-~
arately each major class and indicate clearly its
purpose.

CaPITAL SHARES AND BURPLUS

25. Capital shares.—State for each class of
shares (a) the title of issue; (b) the number of
shares authorized; and (¢) the number of shares
outstanding and the capital share liability thereof.
Show also the dollar amount, if any, of capital
shares subscribed but unissued, and of subscrip-
tions receivable thereon.

26. Surplus.—(a) Show the division of this
item into (i) paid-in surplus; (ii) other capital
surplus; (iii) earned surplus.

(b) If undistributed earnings of subsidiaries are
included, state the amount thereof parenthetically,
or otherwise. Due consideration shall be given
to the propriety of including any undistributed
earnings on which restrictions are imposed.

(¢) An analysis of each surplus account setting
forth the information prescribed by rule 11-02
shall be given for each period for which a profit
and loss or income statement is filed, as a con-
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tinuation of the related profit and loss or income
statement or in the form of a sepcrate statement
of surplus, and shall be referred to in the balance

sheet.
Rule 6-23. Profit and Loss or Income Statements.

Statements filed under this rule shall comply
with the following provisions:

INVESTMENT INCOME AND EXPENSES
(Including Servicing and Toading Income and Expenses)

1. Income.—(a) State separately (i) interest on
mortgages; (11) interest on securities; (iii) cash
dividends; (iv) rentals; and (v) other investment
income. If income from investments in or indebt-
edness of affiliates is included hereunder, such in-
come shall be segregated under an appropriate
caption subdivided to show separately income
from controlled companies and from other affili-
ates.

(5) Due consideration shall be given to the
propriety of treating as income, dividends on
stock acquired or disposed of during the period
of report.

(¢) Duc consideration shall be given to the
propriety of treating extraordinary dividends as
income.  For the purpose of this rule the term
“extraordinary dividends” shall mean (i) divi-
dends which are known to have been declared out
of sources other than current earnings or carned
surplus and (i) dividends which are declared
otherwise than out of earnings of the current or
preeceding vear and are abnormal in size in rela-
tionship to the value of the sccurities upon which
declared.

(d) Dividends in arrears on preferred stock may
not be treated as income in an amount which ex-
ceeds an amount arrived at by applying the stated
dividend rate to the period during which the stock
has been held, provided, that, in computing the
period held, periods of more than one-half of a
quarter-year may be treated as full quarter-years,
if periods of less than one-half of a quarter-year
are not counted. Any such dividends which are
treated as income but which are applicable to
periods prior to the current fiscal year shall be
included under caption 1 (a) (v).

(e) Dividends by controlled companies may be
treated as income only to the extent that they are
out of ecarnings subsequent to (i) the date of
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acquisition or (ii) the effective date of & reorgan-
ization or quasi-reorganization of the receiving
company, if such date is subsequent to the date
of acquisition.

(f) Due consideration shall be given to the pro-
priety of treating, as income, interest reeeived on
investments which were in default when acquired.
Any such interest which may be treated as in-
come shall not be treated as ordinary interest in-
come in an amount in excess of the amount arrived
at by applying the stated interest rate to the period
of report, and any excess thereof shall be included
under caption 1 (a) (v) above. The policy fol-
lowed in accounting for such interest shall be
stated in a note.

{9) Common stock received as a dividend on
common stock of the same issuer shall not be
treated as income, and no amount shall be debited
to investments or credited to income or surplus
at the time such dividend is received.

(h) State as to any non-cash dividends, other
than stock dividends referred to in paragraph (g),
and as to preferred stock received as a stock divi-
dend, the basis on which taken up as income. If
any such dividends received from controlled com-
panies have been credited to income in an amount
different from that charged to income or earned
surplus by the disbursing company, state the
amount of such difference and explain.

(7) State separately each category of other in-
vestment income representing more than 5 per-
cent of the total of such income shown under
caption 1 (a) (v).

() Dividends and interest applicable to an
issuer’s own securities held in its treasury or its
sinking or other special funds shall not be treated
as income.

2. Service fees on certificate installment pay-
ments.—State in a note the basis on which taken
up as income.

3. Loading credits on certificate installments.—
State separately (a) the portion of initial loading
credits applicable to the current year, and (b)
other loading credits. State in a note the basis
on which taken up as income.

4. Other income.—State separately each ma-
terial item.

5. Total investment income.

6. Investment expenses.—State separately each
category of expense representing more than 5 per-
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cent of the total expense. There shall also be
shown in an appropriate manner (a) the amount
of management, service and other fees to unaf-
filiated persons; (b) the amount of management,
service and other fees to affiliated persons, indi-
cating in a note or otherwise (i) the name of each
such person accounting for 10 percent or more of
the total under this subcaption, (ii) the nature of
the affiliation between the company and each
such person, (iii) the amount applicable to each
such person, and (iv) the basis and methods of
computing management or service fees; and (c)
other expenses within the person’s own organiza-
tion in connection with research, selection, and
supervision of investments. State in a note re-
ferred to under this item the basis and methods of
computing management, service and other fees
and if none was incurred for the period of report,
the reason therefor. If any of the expenses were
paid otherwise than in cash, state the details in
a note referred to under this caption.

7. Taxes.—The amount included under this
caption shall represent taxes (other than taxes on
income) applicable to investment income.

8. Interest and debt discount and expense.—
State separately (a) interest on funded debt; (b)
amortization of debt discount and expense or
premium; and (¢) other interest.

9. Total investment expenses.

10. Investment income less investment ex-
penses.

11. Provision for certificate reserves.—State
separately provision for additional credits, or any
dividends, or any interests, in addition to the
minimum maturity or face amount specified in the
certificates. State also in an appropriate manner
reserve recoveries from surrenders or other causes.

12. Net investment income less provision for
certificate reserves.

OTHER INCOME AND EXPENSES

13. Income from other operations.—State sep-
arately, with explanation, any material amounts,
designating clearly the nature of the transactions
out of which the items arose. Income from opera-
tions with affiliated companies shall be stated sep-
arately. Realized gain or loss on sale of mortgage
loans on real estate shall be included under this
caption, provided, such sales are part of the ordi-
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nary and recurring operations of the business.

14. Expenses applicable to income from other
operations.—State separately, with an explana-
tion, any material amounts. Information com-
parable to that required under caption 6 of this
rule shall be given for items shown under this
caption.

15. Net income from other operations.

16. Netinvestmentincome and netincome from
other operations before realized gain or loss on
investments.

GAIN OR Loss oN INVESTMENTS

17. Realized gain or loss on sales of invest-
ments.—(a) State in an appropriate manner the
aggregate cost, aggregate proceeds, and net gain
or loss from sales of each of the following classes
of investments; (i) investments in securities of
affiliates; (i1) investments in other securities,
showing United States Government bonds and
other direct government obligations separately;
and (ili) other investments, exclusive of gain or
loss on sale of mortgage loans on real estate. See
text under caption 13 above.

(b) Transactions in shares of the person for
which the statement is filed shall not be included
here.

(c) State in a note the aggregate cost of securi-
ties acquired during the period, showing separately
(i) United States Government bonds and other
direct government obligations; (ii) other securities;
and (iii) mortgages on real estate.

(d) State the basis followed in determining the
cost of investments sold. If a basis other than
average cost is used, state, if practicable, the gain
or loss computed on the basis of average cost.

18. Realized gain or loss on other trans-
actions.—(a) Include under this caption exchanges
of investments. Show the aggregate cost of the
investments released, stating, as to interest-bear-
ing obligations, principal and interest separately
and, as to the proceeds of the exchanges, the
aggregate amount at which the investments
acquired were recorded in the accounts.

(0) Include also under this caption any write-
downs required by rule 6-21-6. Show the aggre-
gate cost and the aggregate adjusted cost of the
investments involved.
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19. Net income before provision for income
taxes.

20. Provision for taxes on income.—State sep-
arately (a) Federal income taxes, and (b) other
income taxes.

21. Net income or loss.—The amount included
under this caption shall be carried to the related

subdivision of surplus. _
Rule 6-24. What Schedules Are To Be Filed.

(@) Except as otherwise expressly provided in
the applicable forms:

(1) The schedules specified below in this rule
as schedules I, V, XI, XII, and XIII shall be filed
as of the date of the most recent balance sheet
filed for each person and for each group for which
separate statements are filed. Such schedules shall
be certified if the related balance sheet is certified.

(2) All other schedules specified below in this
rule shall be filed for each period for which a profit
and loss or income statement is filed, except as
indicated below for schedules III and IV. Such
schedules shall be certified if the related profit
and loss or income statement is certified.

(8) The information required in schedules for
the registrant, for the consolidated subsidiaries
and for the registrant and its subsidiaries consol-
idated may be presented in the form of a single
schedule, provided, that items pertaining to the
registrant and to each consolidated subsidiary or
group for which separate statements are required
are separately shown and that such single schedule
affords a properly summarized presentation of the
facts.

(¢) If the information required by any schedules
(including the notes thereto) may be shown in the
statements required by rule 6-22 and 6-23 without
making such statements unclear or confusing, that
procedure may be followed and the schedule
omitted.

(d) Reference to the schedules shall be made
against the appropriate captions of the balance
sheet and the profit and loss or income statement.

A. INVESTMENT SCHEDULES

Schedule 1. Investment in securities of unafiil-
iated issuers.

The schedule prescribed by rule 12-35 shall be
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filed in support of captions 6 (a) and 12 of each
balance sheet. Separate schedules shall be fur-
nished in support of each caption, if applicable.

Schedule II. Investments in and advances to
affiliates and income thereon.

The schedule prescribed by rule 12-36 shall be
filed in support of captions 10 and 13 of each
balance sheet and caption 1 (a) of each profit and
loss or income statement. Separate schedules
shall be furunished in support of each caption, if
applicable.

Schedule III. Mortgage loans on real estate and
interest earned on mortgages.

The schedule prescribed by rule 12-37 shall be
filed in support of captions 6 (b) and (c) and 12 of
each balance sheet and caption 1 (a) (i) of each
profit and loss or income statement, except that
only the information required by column G and
note 8 of the schedule need be furnished in support
of profit and loss or income statements for years
for which related balance sheets are not required.

Schedule IV. Real estate owned and rental
income.

The schedule prescribed by rule 12-38 shall be
filed in support of captions 7 and 12 of each
balance sheet and caption 1 (a) (iv) of each profit -
and loss or income statement for rental income
included therein, except that only the information
required by columns H, I, and J, and item “Rent
from properties sold during the period’’ and note 4
of the schedule need be furunished in support of
profit and loss or income statements for years for
which related balance sheets are not required.

B. MISCELLANEOUS SCHEDULES

Schedule V. Qualified assets on deposit.

The schedule prescribed by rule 12—41 shall be
filed in support of note required by caption 11 of
rule 6-22 as to total amount of qualified assets on
deposit.

Schedule VI. Amounts due from directors and
officers.

The schedule prescribed by rule 12- 03 shall be

filed with respect to each person among the direc-
tors and officers from whom any amouut was owed
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at any time during the period for which related
profit and Joss or income statements are filed.
The schedule shall include also amounts due from
employees. These amounts may be shown in an
aggregate amount setting forth separately the
amount due (1) from office employees and (2) sales
employees, stating the total number of employees
in each class. State if an exemption has been
granted by the Commission with respect to
amounts included in this schedule.

Schedule VII. Indebtedness to affiliates—Not
current.

The schedule prescribed by rule 12-11 shall be
filed in support of caption 20 of each balance
sheet. This schedule and schedule II may be
_combined if desired.

Schedule VIII. Suppiementary profit and loss in-
formation.

The schedule prescribed by rule 12-39 shall be
filed in support of each profit and loss or income
~statement.

C. RESERVE SCHEDULES

Schedule IX. Certificate reserves.

The schedule prescribed by rule 1240 shall be
filed in support of caption 16 of each balance sheet.
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Schedule X. Reserves—Other.

The schedule prescribed by rule 12-13 shall be
filed in support of all other reserves included in
the balance sheet.

D. CariTaL SECURITIES

Schedule XI. Funded debt.

The schedule prescribed by rule 12-10 shall be
filed in support of caption 19 of each balance sheet.

Schedule XII. Capital shares.
The schedule prescribed by rule 12-14 shall be
filed in support of caption 25 of each balance sheet.

Schedule XIII. Other securities.

Schedules shall be filed in respect of any classes
of securities issued by the person for whom the
statement is filed, but not included in schedules
XI and XII. As to guarantees of securities of
other issuers, furnish the information required by
rule 12-12. As to warrants or rights granted by
the person for whom the statement is filed, to
subscribe for or purchase securities to be issued by
such person, furnish the information called for by
rule 12-15. As to any other securities, furnish
information comparable to that called for by rules

‘12-10, 12-12, 12-14 or 12-15, as appropriate.

Information need not be set forth, however, as
to notes, drafts, bills of exchange or bankers’
acceptances having a maturity at the time of
issuance of less than one year.



REGULATION 8§-X

Article 6C. Rule 6-33

ARTICLE 6C. EMPLOYEE STOCK PURCHASE, SAVINGS AND SIMILAR PLANS

Rule 6-30. Application of Article 6C.

This article shall be applicable to financial
statements filed for employee stock purchase,
savings and similar plans,

Rule 6-31. Special Rules Applicable to Employee
Stock Purchase, Savings and Similar Plans.
The financial statements filed for persons to
which this article is applicable shall be prepared
in accordance with the following special rules in
addition to the general rules in articles 1, 2, 3, and
4. Where the requirements of a special rule differ
from those prescribed in a general rule, the re-
quirements of the special rule shall be met.

1. Investment programs.—If the participating
employees have an option as to the manner in
which their deposits and contributions may be
invested, a description of each investment program
shall be given in a footnote or otherwise. The
number of employees under each investment
program shall be stated.

2. Net asset value per unit.—Where appro-
priate, the number of units and the net asset
value per unit shall be given by footnote or
otherwise,

3. Federal income taxes.—(a) Appropriate pro-
vision shall be made, on the basis of the applicable
tax laws, for Federal income taxes that it is
reasonably believed are, or will become, payable in
respect of (1) current net income, (2) realized net
gain on investments, and (3) unrealized apprecia-
tion on investments. If the plan is not subject
to Federal income taxes, a note shall so state
indicating briefly the principal present assump-
tions on which the plan has relied in not making
provision for such taxes.

(b) State the Federal income tax status of the
employee with respect to the plan.

4. Valuation of assets.—The statement of
financial condition shall reflect all assets either
(1) at value, showing cost parenthetically, or (2)
at cost, showing value parenthetically.
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Rule 6-32. Statements of Financial Condition.

Statements of financial condition filed under
this rule shall comply with the following provisions:

PLAN ASSETS

1. Investments in securities of participating
employers.—State separately each class of secur-
ities of the participating employer or employers.

2. Investments in securities of unaffiliated
issuers.

(a) United States Government bonds and other
obligations.—Include only direct obligations of
the United States Government.

(b) Other securities.—State separately (1)
marketable securities and (2) other securities.

3. Investments—Other than securities.—State
separately each major class.

4. Dividends and interest receivable.

5. Cash.

6. Other assets.—State separately (a) total of
amounts due from participating employers or
any of their directors, officers and principal
holders of equity securities; (b) total of amounts
due from trustees or managers of the plan; and
(¢) any other significant amounts.

LIABILITIES AND PLAN EQUITY

7. Liabilities.—State separately (a) total of
amounts payable to participating employers;
(b) total of amounts payable to participating
employees; and (¢c) any other significant amounts.

8. Reserves and other credits.—State sepa-
rately each significant item and describe each
such item by using an appropriate caption or by
a footnote referred to in the caption.

9. Plan equity at close of period.

Rule 6-33. Statements of Income and Changes
in Plan Equity.
Statements of income and changes in plan
equity filed under this rule shall comply with
the following provisions:
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1. Net investment income.

(a) Income.—State separately income from (1)
cash dividends; (2) interest; and (3) other sources.
Income from investments in or indebtedness of
participating employers shall be segregated under
the appropriate subcaption.

(b) Expenses.—State separately any significant
amounts,

(¢) Net investment income.

2. Realized gain or loss on investments.—(a)
State separately the net of gains or losses arising
from transactions in (1) investments in securities
of the participating employer or employers; (2)
other investments in securities; and (3) other in-
vestments.

(b) State in a footnote or otherwise for each
category of investment in paragraph (a) above the
aggregate cost, the aggregate proceeds and the
net gain or loss. State the principle followed in
determining the cost of securities sold, e.g.,
“average cost’” or “first-in, first-out.”

3. Unrealized appreciation or depreciation of
investments.—(a) State the amount of increase
or decrease in unrealized appreciation or deprecia-
tion of investments during the period.

(b) State in & footnote or otherwise the amount
of unrealized appreciation or depreciation of in-
vestments at the beginning of the period of report,
at the end of the period of report, and the in-
crease or decrease during the period.

4. Contributions and deposits.—(a) State sep-
arately (1) total of amounts deposited by partic-
ipating employees, and (2) total of amounts
contributed by the participating employer or
employers.

() If employees of more than one employer
participate in the plan, state in tabular form in a
footnote or otherwise the amount contributed by
each employer and the deposits of the employees
of each such employer.

5. Withdrawals, lapses and forfeitures.—State
separately (a) balances of employees’ accounts
withdrawn, lapsed or forfeited during the period;
() amounts disbursed in settlement of such ac-
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counts; and (c) disposition of balances remaining
after settlement specified in (b).

6. Plan equity at beginning of period.

7. Plan equity at end of period.

Rule 6-34. What Schedules are to be Filed.

(a) Schedules I and II, specified below, shall be
filed as of the date of each statement of financial
condition filed. Schedule IIT shall be filed for
each period for which a statement of income and
changes in plan equity is filed. All schedules shall
be certified if the related statements are certified.

(b) Reference to the schedules shall be made
against the appropriate captions of the statements
of financial condition and income and changes in
plan equity.

Schedule I. Investments.—A schedule sub-
stantially in the form preseribed by rule 12-19
shall be filed in support of captions 1, 2 and 3 of
each statement of financial condition unless sub-
stantially all of the information is given in the
statement of financial condition by footnote or
otherwise.

Schedule II. Allocation of plan assets and lia-
bilities to investment program.—If the plan
provides for separate investment programs with
separate funds, and if the allocation of assets and
liabilities to the several funds is not shown in the
statement of financial condition in columnar form
or by the submission of separate statements for
each fund, a schedule shall be submitted showing
the allocation of each caption of each statement
of financial condition filed to the applicable fund.

Schedule III. Allocation of plan income and
changes in plan equity to investment programs.—
If the plan provides for separate investment pro-
grams with separate funds, and if the allocation of
income and changes in plan equity to the several
funds is not shown in the statement of income and
changes in plan equity in columnar form or by the
submission of separate statements for each fund,
a schedule shall be submitted showing the alloca-
tion of each caption of each statement of income
and changes in plan equity filed to the applicable
fund.
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ARTICLE 7.

Article 7. Rule 7-03, 19(a)

INSURANCE COMPANIES OTHER THAN LIFE AND TITLE INSURANCE

COMPANIES

Rule 7-01. Application of Article 7.

This article shall be applicable to financial
statements filed for insurance compeanies other
than life and title insurance companies. (Title
insurance companies shall comply with the
requirements of Article 5.)

Rule 7-02. General Requirement.

Except as otherwise provided in this article,
persons subject to this article shall follow the
rules and instructions governing the definition and
computation of items in annual statements to their
State regulatory authority. If the registrant
deviates from such rules and instructions of its
State regulatory authority, except in accordance
with the provisions of this article, the reason for
and effect of such deviation shall be stated.

Rule 7-03. Balance Sheets.

Balance sheets filed for insurance companies
other than life and title insurance companies shall
comply with the following provisions:

ADMITTED ASSETS

1. Bonds.

2. Investments in stocks other than stocks of
affiliates.—State separately: (a) preferred stocks
and (b) common stocks.

3. Investments in stocks of affiliates.

(@) In insurance companies.—Include only
stocks of insurance companies under this
subcaption.

(0) In other afliliates.—Include under this
subcaption stocks of other affiliates. If any such
“other .affiliate’” controls insurance companies,
the stock of such “other affiliate’” shall be included
under this subcaption, and the fact of such
control shall be stated in a note to the balance
sheet,.

4. Mortgage loans on real estate.—State
;eparately (a) first liens and (b) other than first

ens.

5. Real estate.—State parenthetically the
amount of encumbrances deducted.

6. Cash and cash items.—State separately (a)
cash on hand, demand deposits, and time deposits
and (b) call loans.

7. Agents’ balances and/or gross premiums in
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course of collection.—State parenthetically the
amount of ceded reinsurance balances payable
deducted, if material.

8. Due from other insurance companies.—
Include reinsurances recoverable on losses paid,
etc.; do not include premium balances.

9. Interest, dividends and real estate income
due and accrued.

10. Other assets.—State separately any signifi-
cant items,

LIABILITIES, CAPITAL SHARES AND SURPLUS

11. Losses and claims.

12. Loss adjustment expenses.

13. Unearned premiums.

14. Dividends declared and unpaid.—State sep-
arately amounts payable to (a) policyholders and
(b) stockholders.

15. Borrowed money.—State here or in a note
a8 to each loan (a) from whom borrowed, (b) date
of loan, (¢) repayment terms and other conditions
governing each loan, (d) due date, (¢) extensions
granted, (f) original amount, and (g) interest rate.

16. Other liabilities.—State separately any sig-
nificant items.

17. Commitments and contingent liabilities.—
See rules 3-18, 3-19(g) and 7-05-4.

18. Capital shares.—State for each class of
shares the title of issue, the number of shares
authorized, the number of shares outstanding and
the capital share liability thereof, and, if con-
vertible, the basis of conversion. Show also the
dollar amount, if any, of capital shares subscribed
but unissued, and of subscriptions receivable
thereon.

19. Surplus.—(a) Separate captions shall be
shown for (1) paid-in surplus, (2) surplus arising
from revaluation of assets, (3) other capital sur-
plus, and (4) earned surplus (i) appropriated and
(ii) unappropriated. There shall be included
under earned surplus, appropriated, all reserves
and segregations of surplus, mandatory or volun-
tary, which are general contingency reserves whose
purposes are not specific, or reserves for indefinite
possible future losses, such as, for example, for
future decline in value of investments or for con-
tingencies.
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(0) If undistributed earnings of subsidiaries
are included, state the amount thereof paren-
thetically or otherwise. However, in a consoli-
dated statement the preceding sentence shall have
reference only to the undistributed earnings of
subsidiaries not consolidated in such statement.

(¢) An analysis of each surplus account setting
forth the information prescribed in Rule 11-02
shall be given for each period for which a profit
and loss statement is filed, as a continuation of the
related profit and loss statement or in the form of
a separate statement of surplus, and shall be re-
ferred to here. In this statement caption 3,
Other additions to surplus, shall be subdivided to
show (1) unrealized gain on bonds and stocks from
change in market values, (2) unrealized gain on
other investments from change in market values,
and (3) all others, designating clearly the nature
thereof. Likewise, caption 4, Deductions from
surplus other than dividends, shall be subdivided
to show (A) unrealized loss on bonds and stocks
from change in market values, (B) unrealized loss
on other investments from change in market val-
ues, and (C) all others, designating clearly the
nature thereof.

(d) -If separate balances are not shown in the
accounts for the divisions of surplus in (a) above
other than for earned surplus appropriated, i.e.,
if the company has not, up to the opening of the
period of report, differentiated in its accounting
for surplus as indicated, then the unsegregated
surplus may be stated in one amount, and, in
lieu of such segregation, there shall be given as a
note an analysis of surplus since organization.
Such analysis shall show (1) total net income
after income taxes, (2) aggregate dividends paid
(A) in cash, and (B) in capital stock, (3) total
paid-in surplus, (4) unrealized gain or loss from
change in market values, (5) aggregate transfers
to reserves, (6) change in non-admitted assets,
and (7) other additions or deductions of material
amount, indicating clearly the nature of the item,

Rule 7-04. Profit and Loss or Income Statements,

Profit and loss or income statements filed for
insurance companies other than life and title in-
surance companies shall comply with the following
provisions:
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UNDERWRITING PROFIT OR LOSS

1. Net premiums written.—State premiums
written including reinsurance assumed less rein-
surance ceded.

Increase or decrease in unearned premiums.
Premiums earned.

Losses incurred.

Loss expense incurred.

Balance.

. Commissions and brokerage.—State com-
missions and brokerage less amount received on
return premiums and reinsurance.

8. Salaries and other compensation.—State the
total amount paid to directors, officers, employees
and agents not paid by commission -other than
amounts allocable to loss and investment expense.

9. Taxes, licenses and fees.—State the total
amount excluding income taxes.

10. All other underwriting expenses.—Include
hereunder all other underwriting expenses not in-
cluded above. State separately any material
amount. Do not include investment expense
under this caption.

11. Other underwriting profit or loss.—Include
the income or loss from unusual or nonrecurring
contingent profits or reinsurance agreements, pools
and other miscellaneous contracts, licenses and
agreements, etc. Give in a ncte a brief explana-
tion of any items included in this account.

12. Profit or loss from underwriting.

*'?’S"t“?-’!\”

INVESTMENT INCOME OR LOSS

13. Interest on bonds.

14. Dividends.—State separately dividends
from (a) unaffiliated companies and (b) affiliated
companies.

15. Interest on mortgage loans.

16. Real estate income.

17. Other investment income.—State separately
any material amount.

18. Total investment income.

19. Investment expense.—Include interest on
encumbrances, real estate expense, supervisory
service, other fees, salaries, administrative ex-
penses, etc. State separately any material
amounts.
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20. Net investment income.—Realized gains or
losses on investments shall be reported in caption
26 below. Unrealized gains or Josses resulting from
change in market values shall be reported in the
appropriate surplus account.

21. Total income and profit or loss from under-
writing and investment.

22. Dividends to policyholders.

23. Net income or loss before provision for in-
come taxes.

24. Provision for income taxes.—State sepa-
rately (@) Federal normal income tax and surtax,
and (b) other income taxes. Amounts allocable
to realized gains or losses on investments shall be
reported in caption 26 below.

25. Net income or loss.

26. Realized gains or losses on investments.—
State parenthetically or otherwise the amount of
income taxes deducted.

27. Net income or loss and realized gains or
losses on investments.

Rule 7-05. Special Notes to Financial Statements.

1. Assets shall be set forth in the balance sheet
at admitted asset values. Book values of assets
included under captions 1, 2, 3(a), 3(), 4 and 5
shall be shown parenthetically or in a note.

The total amount of non-admitted assets shall
be stated in a note, and if such amount exceeds
one percent of the total admitted assets then a
separate statement shall be presented showing the
details of such assets. State in a note or otherwise
the amount of assets charged to income or surplus
immediately upon acquisition during the period, if
significant.

There shall also be added as a note to the finan-
cial statements the following:

The term ‘“admitted assets’” means the assets stated at
values at which they are permitted to be reported to the
respective domiciliary State regulatory authority for
balance sheet purposes in the annual report in accordance
with the rules and regulations of such regulatory authority.

The term “non-admitted assets’”” means assets other
than assets which are so permitted to be reported.

2. State in tabular form in a note or otherwise,
together with appropriate explanation, a recon-
ciliation of material differences between (a)
capital share equity as reported on the balance
sheet and capital share equity as determined in
accordance with generally accepted accounting
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principles and practices, and () net income or loss
as reported on the profit and loss or income state-
ment and net income or loss as determined in
accordance with generally accepted accounting
principles and practices.

3. State in a note the amount of surplus not
available for payment of dividends to stock-
holders. See rule 3-19(f).

4. Explain in a note the basis of determining
the unearned premiums and the estimated lia-
bility for losses and claims and state the amounts
deducted in respect of reinsurance carried with
other companies.

5. If the company wrote mortgage guaranty
surety bonds during the period of report, state the
amount of liability in force therefor as of the date
of the balance sheet.

Rule 7-06. What Schedules Are To Be Filed.

(a) Except as expressly provided otherwise in
the applicable form:

(1) The schedules specified below in this rule
as schedules I, II, IIT, IV, V, VI, VIII, and IX
shall be filed as of the date of the most recent
blance sheet filed for each person or group. Such
schedules shall be certified if the related balance
sheet is certified.

(2) All other schedules specified below in this
rule shall be filed for each period for which
a profit and loss statement is filed. Such sched-
ules shall be certified if the related profit and loss
statement is certified.

() Reference to the schedules shall be made
against the appropriate captions of the balance
sheet and the profit and loss statement.

(¢) If the information required by any schedule
(including the footnotes thereto) may be shown
in the related balance sheet or profit and loss
statement without making such statement unclear
or confusing, that procedure may be followed and
the schedule omitted.

Schedule I. Bonds.—The schedule prescribed
by rule 12-23 shall be filed in support of caption 1
of each balance sheet.

Schedule II. Stocks—Other than stocks of
affiliates.—The schedule prescribed by rule 12-24
shall be filed in support of caption 2 of each
balance sheet.

Schedule III. Mortgage loans on real estate.—
The schedule prescribed by rule 12-25 shall be
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filed in support of caption 4 of each balance sheet.

Schedule IV. Real estate.—The schedule pre-
scribed by rule 12-26 shall be filed in support of
caption 5 of each balance sheet.

Schedule V. Summary of investments in secu-
rities—Other than securities of affiliates.—The
summary schedule prescribed by rule 12-27 shall
be filed in conjunction with schedules I and II.

Schedule VI. Investments in stocks of afiili-
ates.—The schedule prescribed by rule 12-28 shall
be filed in support of caption 3.of each balance
sheet.

Schedule VII. Premiums, losses and under-
writing expense.—The schedule prescribed by rule
12-29 shall be filed in support of caption 13 of each
balance sheet and captions 1, 3, 4, 5, 7, 8, 9, and
10 of each profit and loss statement.

Schedule VIII. Capital shares.—The schedule
prescribed by rule 12-14 shall be filed in support
of caption 18 of each balance sheet.
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Schedule IX. Other securities.—If there are any
classes of securities not included in schedule VII,
set forth in this schedule information concerning
such securities corresponding to that required for
the securities in such schedule. If the securities
required to be reported on the schedules prescribed
by rules 12-10, 12-12 or 12-15 are present, those
schedules should be used. Information need not
be set forth, however, as to notes, drafts, bills of
exchange or bankers’ acceptances having a ma-
turity at the time of issuance of not exceeding 1
year.

Schedule X. Income from dividends—Equity
in net profit and loss of affiliates.—The schedule
prescribed by rule 12-17 shall be filed in support
of caption 14(b) of each profit and loss statement.

Schedule XI. Summary of realized gains or
losses on sale or maturity of investments.—The
schedule prescribed by rule 12-30 shall be filed in
support of caption 26 of each profit sand loss
statement.
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Article 7A. Rule 7TA-03, 20(b)

ARTICLE 7A. LIFE INSURANCE COMPANIES

Rule 7A-01. Application of Article 7A.

This article shall be applicable to financial
statenments filed for life insurance companies.

.Rule 7A-02. General Requirement.

Except as otherwise provided in this article,
persons subject to this article shall follow the
rules and instructions governing the definition
and computation of items in annual statements
to their State regulatory authority. If the regis-
trant deviates from such rules and instructions of
its State regulatory authority, except in accord-
ance with the provisions of this article, the reason
for and effect of such deviation shall be stated.

Rule 7A-03. Balance Sheets.

Balance sheets filed for life insurance companies
shall comply with the following provisions:

ADMITTED ASSETS

1. Bonds.

2. Investments in stocks other than stocks of
affiliates.—State separately (a) preferred stocks
and (b) common stocks.

3. Investments in stocks of affiliates.

(a) In insurance companies.—Include under
this subcaption only stocks of insurance com-
panies.

(b) In other affiliates.—Include under this sub-
caption stocks of other affiliates. If any such
“other affiliate” controls insurance companies the
stock of such “other affiliate” shall be included
under this subcaption, and the fact of such con-
trol shall be stated in a note to the balance sheet.

4. Mortgage loans on real estate.—State sepa-
rately (a) first liens and () other than first liens.

5. Real estate.—State separately if material
(a) property occupied by the company; (b) prop-
erty acquired by foreclosure; and (c¢) investment
property. The amount of encumbrances de-
ducted shall be stated parenthetically.

6. Policy loans.

7. Cash and bank deposits.

8. Premiums and other considerations de-
ferred and uncollected.

9. Investment income due and accrued.

10. Other assets.—State separately any signif-
icant items.

45

ment in the following year.

LIABILITIES, CAPITAL SHARES AND SURPLUS

11. Aggregate reserves for all policies.—State
separately reserves for (a) life insurance; (b) acci-
dent and health insurance; (¢) supplementary
contracts without life contingencies; and (d)
policyholders’ dividend accumulations.

12. Policy and contract claims.

13. Other policybolders’ funds.—Include pre-
miums paid in advance, premium deposit funds,
and dividends to policyholders declared and un-
paid and estimated amounts provided for pay-
State separately any
material amounts.

14. Dividends to stockholders declared and
unpaid.

15. Borrowed money.—State here or in a note
as to each loan (a) from whom borrowed; (b) date
of loan; (¢) repayment terms and other conditions
governing each loan; (d) due date; (¢) extensions
granted; (f) original amount; and (g) interest rate.

16. Other liabilities.—State separately any
significant items. ,

17. Commitments and contingent liabilities.—
See rules 3-18, 3-19(¢g), and 7A-05-3.

18. Mandatory securities valuation reserve.—
See rule 7A-05-2(d).

19. Capital shares.—State for each class of
shares the title of issue, the number of shares
authorized, the number of shares outstanding and
the capital share liability thereof, and, if con-
vertible, the basis of conversion. Show also the
dollar amount, if any, of capital shares subscribed
but unissued and of subscriptions receivable
thereon.

20. Surplus.—(a) Separate captions shall be
shown for (1) paid-in surplus, (2) surplus arising
from revaluation of assets, (3) other capital
surplus, and (4) earned surplus (i) appropriated-
and (ii) unappropriated. There shall be included
under earned surplus, appropriated, all special
surplus funds. That portion of the -surplus
allocable to participating policies should be in-
cluded in caption 21 below.

(b) If undistributed - earnings of subsidiaries
are included, state the amount thereof parentheti-
cally or otherwise.
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(¢) An analysis of each surplus account setting
forth the information prescribed in rule 11-02 shall
be given for each period for which a profit-and loss
statement is filed, as a continuation of the related
profit and loss statement or in the form of a
separate statement of surplus, and shall be re-
ferred to here. In this statement caption 3,
Other additions to surplus, shall be subdivided to
show (1) unrealized gain on bonds and stocks
from change in admitted asset values; (2) un-
realized gain on other investments from change in
admitted asset values; (3) realized gain on in-
vestments; and (4) all others, designating clearly
the nature thereof. Likewise, caption 4, De-
ductions from surplus other than dividends, shall
be subdivided to show (A) unrealized loss on
bonds and stocks from change-in admitted asset
values; (B) unrealized loss on other investments
from change in admitted asset values; (C) realized
loss on investments; and (D) all others, designating
clearly the nature thereof.

(d) If separate balances are not shown in the
accounts for the divisions of surplus in (a¢) above
other than for earned surplus appropriated, i.e.,
if the company has not, up to the opening of the
period of report, differentiated in its accounting
for surplus as indicated, then the unsegregated
surplus may be stated in one amount, and, in
lieu of such segretation, there shall be given as
a note an analysis of surplus since organization.
Such analysis shall show (1) total net income after
income taxes; (2) aggregate dividends paid (A)
in cash and (B) in capital stock; (3) total paid-in
surplus; (4) realized gain or loss on investments;
(5) unrealized gain or loss from change in ad-
mitted asset values; (6) increase in reserves on
account of change in valuation basis; (7) non-
admitted assets; and (8) other additions or de-
ductions of material amount, indicating clearly
the nature of the item,

21. Surplus allocable to participating policies.—
State ‘the amount of surplus required to be
allocated to participating policies and not avail-
able for dividends to stockholders.

Rule 7A-04. Profit and Loss or Income Statements
(Summary of Operations).
Profit and loss or income statements (summary

of operations) filed for life insurance companies
shall comply with the following provisions:
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1. Premiums and other considerations.—State
separately the amount arising from (@) life in-
surance; (b) accident and health insurance; and
(¢) considerations for supplementary contracts.

2. Investment income.

(a) Investment income.

(1) Interest on bonds.

(2) Dividends.—State separately dividends
from (i) unaffiliated companies and (ii) affiliated
companies,

(3) Interest on mortgage loans.

(4) Real estate income.

(5) Interest on policy loans.

(6) Other investment income.—State
rately any material amounts.

(7) Total investment income.

(b) Investment expense.—Include investment
expense, investment taxes, and depreciation on
real estate. State separately any material
amounts,

(¢) Net investment income.

3. Other income.—State separately any signif-
icant items.

4. Total.

5. Death and other benefits.

sepa-

6. Increase in aggregate reserves for all
policies.

7. Total.

8. Balance.

9. Commissions.

10. General insurance expenses.—Amounts

allocable to investment expense shall be excluded
from this caption and captions 11 and 12 below.

11. Insurance taxes, licenses and fees.—
Income taxes shall not be included under this
caption.

12. Other insurance expense.

13. Increase in loading on and cost of collec-
tion on deferred and uncollected premiums.

14. Total income and profit and loss from in-
surance and investment.

15. Dividends to policyholders.

16. Net income or loss before provision for
income taxes.

17. Provision for income taxes.—State -sepa-
rately (a) Federal normal income tax and surtax
and (b) other income taxes. Amounts allocable
to realized gain or loss on investments shall be
excluded from this caption and reported as deduc-
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tions or additions to the related captions on the
analysis of surplus.

18. Net income or loss (net gain from opera-
tions).—State here or in a note the amount of net
income allocated to participating policies.

Rule 7A-05. Special Notes to Financial State-
ments.

1. Assets shall be set forth in the balance sheet
at admitted asset values. Book values of assets
including under captions 1, 2, 3(a), 3(b), 4, 5, and
6 shall be shown parenthetically or in a note.

The total amount of nonadmitted assets shall be
stated in a note, and if such amount exceeds 1
percent of the total admitted assets then a separate
statement shall be presented showing the details
of such assets. State in a note or otherwise the
amount of assets charged to income or surplus
immediately upon acquisition during the period if
significant.

There- shall also be added as a note to the
financial statements the following:

The term “admitted assets” means the assets stated at
values at which they are permitted to be reported to the
respective domiciliary State regulatory authority for
balance sheet purposes in the annuai report in accordance
with the rules and regulations of such regulatory authority.

The term “nonadmitted assets’’ means assets other than
assets which are so permitted to be reported.

2. State in notes or otherwise:

(a) The general policy of the company in deter-

mining dividends and profits allocable to partici- -

pating policies.

(b) The amount of surplus not available for
payment of dividends to stockholders. See rule
3-19(f).

(¢) The addition to the “policyholders surplus
account” (under the sections of the Internal
Revenue Code applicable to life insurance com-
panies on which payment of income taxes has
been deferred) for each period for which a profit
and loss statement is filed and the total thereof
accumulated as of the date of the most recent
balance sheet filed. The income taxes, at current
rates, which would become payable on these
amounts upon distribution thereof to share-
holders shall also be stated.

(d) The amount of income tax which would
accrue if the unrealized gain from change in
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admitted asset value of investments were realized
by sale or maturity.

3. State in a note the names of mortality tables
and rates of interest most generally used in cal-
culating reserves and whether the net level
premium or a modified reserve valuation method
is used. Explain the policy with regard to rein-
surance and the amount of such reinsurance.

Rule 7A-06. What Schedules Are To Be Filed.

(a) Except as expressely provided otherwise
in the applicable form:

(1) The schedules specified below in this rule
as schedules T, IT, ITI, IV, V, V1, VIII, and IX shall
be filed as of the date of the most recent bhalance
sheet filed for each person or group. Such
schedules shall be certified if the related balance
sheet is certified.

(2) All other schedules specified below in this
rule shall be filed for each period for which a
profit and loss statement is filed. Such schedules
shall be certified if the related profit and loss
statement is certified.

(b) References to the schedules shall be made
against the appropriate captions of the balance
sheet and the profit and loss statement.

(¢) If the information required by any schedule
(including the footnotes thereto) may be shown
in the related balance sheet or profit and loss
statement without making such statemernt unclear
or confusing, that procedure may be followed and
the schedule omitted.

Schedule 1. Bonds.—The schedule prescribed
by rule 12-23 shall be filed in support of caption 1
of each balance sheet.

Schedule II. Stocks—-Other than stocks of
affiliates.—The schedule prescribed by rule 12-24
shall be filed in support of caption 2 of each balance
sheet.

Schedule ITII. Mortgage loans on real estate.—
The schedule prescribed by rule 12-25 shall be
filed in support of caption 4 of each bulance sheet.

Schedule IV. Real estate.—The schedule pre-
scribed by rule 12-26 shall be filed in support of
caption 5 of each balance sheet.

Schedule V. Summary of investments in se-
curities——Other than securities of affiliates.—-The
summary schedule prescribed by rule 12-27 shall
be filed in conjunction with schedules I.and II.
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Schedule VI. Investments in stocks of affili-
ates.—The schedule prescribed by rule 12-28 shall
be filed in support of caption 3 of each balance
sheet.

Schedule VII. Policy reserves, benefits, and
insurance in force.—The schedule prescribed by
rule 12-31 shall be filed in support of caption 11 of
each balance sheet and captions 5 and 6 of each
profit -and loss statement. The schedule pre-
scribed by rule 12-29 shall be used insofar as it
may more appropriately present those reserves of
accident and health business which are based on
unearned premiums and the related benefits paid.-

Schedule VIII. Capital shares.—The schedule
prescribed by rule 12-14 shall be filed in support of
caption 19 of each balance sheet.

Schedule IX. Other securities.—If there are
any classes of securities not included in schedule
VIII, set forth in this schedule information con-
cerning such securities corresponding to that re-

quired for the securities in such schedule. If the
securities required to be reported on the schedules
prescribed by rules 12-10, 12-12 or 12-15 are
present, those schedules should be used. In-
formation need not be set forth, however, as to
notes, drafts, bills of exchange or bankers’ ac-
ceptances having a maturity at the time of issuance
of not exceeding 1 year.

Schedule X. Income from dividends—Equity
in net profit and loss of affiliates.—The schedule
prescribed by rule 12-17 shall be filed in support of
caption 2(a)(2)(ii) of each profit and loss state-
ment.

Schedule XI. Summary of realized gains or
losses on sale or maturity of investments.—The
schedule prescribed by rule 12-30 shall be filed in
support of the related amount shown on each
analysis of surplus required under caption 20(c)
of each balance sheet.
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Article 8. Rule 801

ARTICLE 8. COMMITTEES ISSUING CERTIFICATES OF DEPOSIT

Rule 8-01. Application of Article 8.

This article shall be applicable to financial state-
ments filed for committees issuing certificates of
deposit.

Rule 8-02. Statements of Assets and Liabilities.

Statements of assets and liabilities shall be in
the following form:

STATEMENT OF ASSETS AND LIABILITIES
As of

Receivables (specify)
Advances to committee members or secretary_. ______..
Investments in securities (speeify)!. ... .. ...
Miscellaneous other assets (speeify)?- ... ... __.____

Expenses of committee chargeable against de-
posited securities & ... ameao.

LIABILITIES
Notes payable:
To banks (detail security)
To others (specify and detail security)
Accounts payable_ .. ... ... .. ___._ ____.__._
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! Each issue of securities shall be shown either here or in
a schedule herein referred to. State the basis of deter-
mining the amount at which carried and, if available, the
aggregate amount at current market quotations.

* Each class of “Miscellaneous Other Assets,” if signifi-
cant, shall be specified either here or in a schedule berein
referred to. State the basis for determining the amount
at which carried.

3 State in a note to this item any limits fixed by the de-
posit agreement or otherwise upon the compensation and
expenses of the Committee, and also the nature and extent
of any lien of the Committee on the deposited securities
for such compensation and expenses.

+ (a) Each class of ‘“Other Liabilities” shall be specified
either here or in a schedule herein referred to.

(b) In a note describe briefly the nature of any commit-
ment for compensation or other expeaditures not included
in “Other Liabilities,”’” and state the amount or any basis
agreed upon for determining the amount thereof. De-
scribe briefly the general nature of any services rendered
to the Committee, the cost of which is not included in
“Other Liabilities” and as to which no commitment for
compensation has been made. Separate descriptions of
the services of the Committee, the secretary thereof, coun-
sel, accountants, appraisers, depositary, and persons
performing similar functions shall be given.
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Rule 8-03. Statements of Cash Receipts and
Disbursements.
Statements of cash receipts and disbursements
shall be in the following form:

STATEMENT OF CASH RECEIPTS AND
DISBURSEMENTS !
RECEIPTS
Proceeds from loans and advances 2—

Assessments—
On withdrawn securities__._ . ____________ ________
Others (speeify) - - .- - ______ ._____

DISBURSEMENTS
For gommittee expenses—
Compensation and fees to:

AttOrneys. - .o o ol e
Solicitors for deposits . ____.___ .. _._.. __.___._.
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For committee expenses—Continued

Other committee expenses >—
Total committee expenses. - .. ... —.._.__._

Other disbursements—
Purchase of securities called for deposit_.. __.___._._..
Purchase of other securities_ ... __..__.__
All other (specify)

Total other disbursements_.__________ _________

Total disbursements.. -« - o oo oo ___

SUMMARY

Cash balance at beginning of period.._.__.__. _..______
Add total receipts_ . e e

1If statements are required for different periods the
statements shall be presented in columnar form, if practi-
cable.

2 Include under this caption only advances to be reim-
bursed by the Committee. Under each of the two sub-
captions state separately amounts received from (a)
banks, (b) original underwriters of issues called for deposit,
(¢) individuals, (d) committee members and (e) others
(specify).

3 Such expenses shall be specified in reasonable detail
either here or in a schedule herein referred to, indicating
amounts for clerical, statistical, and other expenses paid to
(a) original underwriters of issues called for deposit and
any affiliates of such underwriters and (b) affiliates of com-
mittee members.

¢ The cash balance at the close of the most recent period
shall agree with the cash shown in the statement of assets
and liabilities as of the same date.

ARTICLE 9. BANK HOLDING COMPANIES AND BANKS

Rule 9-01. Application of Article 9.

(a) Bank holding companies.—Financia! state-
ments filed for bank holding companies : nall be
prepared in accordance with article 5 and rules
9-02, 9-03, and 9-04 of this article.

(b) Banks.—Financial statements filed for banks
shall be prepared in accordance with rule 9-05 of
this article.

Rule 9-02. Balance Sheets of Bank Holding Com-
panies.

(a) Notwithstanding the provisions of rule 5-02,
current assets and current liabilities need not be
separately classified as such.

(0) Any amounts with respect to affiliated banks
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includible under the following captions prescribed
by rule 5-02 shall be set forth separately under
the respective captions:

(1) Caption 1—Cash and cash items.

(2) Caption 9—Securities of affiliates.

(3) Caption 10—Indebtedness of affiliates—
Not current.

(4) Subdivision (a) of caption 22—Notes pay-
able.

(5) Subdivisions (¢) and (e) of caption 25—
Other current liabilities.

(6) Caption 29—Indebtedness to affiliates—
Not current.

(c) The segregated amounts shown under cap-
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tion 9, Securities of affiliates, applicable to secu-
rities of affiliated banks shall preferably be stated
at net tangible asset value.

Rule 9-03. Profit and Loss or Income Statements
of Bank Holding Companies.

The following captions shall be in complete sub-
stitution for captions 1A to 8, inclusive, of rule
5-03.

1. Income.—(a) State separately the total of
income from (1) cash dividends, (2) interest, (3)
management and service fees, and (4) other income
(specifying any significant items), exclusive of
profits and income under caption 9, Profits on
securities, and caption 10, Miscellaneous other
income.

(b) As to dividends, state separately, if signifi-
cant, the amount from (1) securities of affiliates,
(2) marketable securities, and (3) other security
investments.

(¢) State as to any dividends other than cash,
the basis on which they have been taken up as
income and the justification, if any, for such action.
If any such dividends received from affiliates have
been credited to income in an amount different
from that charged to income or earned surplus by
the disbursing company, state the amount of such
difference and explain.

(@) As tointerest, state separately, if significant,
the amount from (1) securities of affiliates and
indebtedness of affiliates, (2) marketable securities,
and (3) other security investments.

2. Expenses for salaries.—State separately the
total of salaries (a) to directors and officers, and
(b) to others. If paid in other than cash, state the
details in a note referred to in the profit and loss
statement.

3. Taxes.—Other than income and excess profits
taxes.

4. Other expenses.—State separately by class
of expense any significant amounts.

5. Balance.

Rule 9-04. What Schedules Are To Be Filed for
Bank Holding Companies.
The following special provisions shall be appli-
cable to the schedules specified in rule 5-04:
Schedule I.—The schedule prescribed by rule
12-02 shall be filed in support of captions 2 and 11
of each balance sheet. ’
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Schedule III.-—The caption of the schedule
prescribed by rule 12-04 shall be changed to read
as follows: Schedule III. Investments in secu-
rities of affiliates other than banks.

Schedule III-A.—Investments in securities of
affiliates—Banks.—The schedule prescribed by
rule 12-32 shall be filed for each balance sheet in
support of the special subdivision of caption 9
prescribed by rule 9-02(b).

Rule 9-05. Statements of Banks.

(a) Statements of banks need not be certified.

(b) Statements of banks shall be prepared from,
and in substantially the same form as, the ‘“Re-
ports of Condition” and the ‘“Reports of Earnings
and Dividends” prescribed by the Comptroller
of the Currency or the Board of Governors of the
Federal Reserve System or the Federal Deposit
Insurance Corporation. Such statements shall
be accompanied by the schedules called for in such
“Reports of Condition” except the schedules
relating to (1) the names of officers and directors,
liabilities, if any, and par value of capital owned;
(2) loans or balances exceeding the limit pre-
scribed by State law; (3) contingent liabilities; and
(4) branches and branch offices. In case any bank
did not report to one of such Federal authorities,
the financial data concerning such bank shall be
drawn from the reports required by its respective
State authority, and shall be commensurate with
that required concerning a bank that does report
to one of such Federal authorities.

(¢) Each statement of a bank and each com-
bined statement of bank subsidiaries required to
be filed shall be supplemented by an attached
schedule showing the following:

(1) Book value, and market, or, if there is no
market, appraised value, separately stated, of (A)
direct obligations of, and obligations fully guaran-
teed by, the United States Government; (B) in-
vestments in affiliated companies principally
engaged in holding banking premises or other real
estate; and (C) other bonds, stocks, and securities.

(2) Estimated losses not elsewhere provided
for on the following bank assets, separately stated:
(A) Loans and discounts; (B) bank premises;
(C) other real estate; and (D) other assets.

(3) The total of loans and other advances to
officers and directors of the registrant and principal
holders of equity securities of the registrant.



Article 10. Rule 10-01
ARTICLE 10.

Rule 10-01.
Persons.

A natural person may file the following financial
statements in place of any bsalance sheets and
profit and loss statements otherwise required in
the applicable form or instructions thereto:

(e) A statement of his assets and liabilities as
of a date within 93 days and statements of his
income (1) for the calendar year ended prior to
such statement of assets and liabilities, and (2)
for the two preceding calendar years if the appli-
cable form requires profit and loss statements for
three fiscal years. These statements shall be set
forth in reasonable detail and need not be certified.

(b) Balance sheets and profit and loss or income
statements of—

(1) Every business of which he is sole proprietor;

(2) Every partnership in which be has a con-
trolling interest;

(3) Every business trust, unincorporated asso-
ciation, or similar business organization in which
he has a controlling interest; and

(4) Every corporation in which he owns directly
or indirectly securities representing more than
fifty percent of the voting power.

Financial Statements of Natural

52

SECURITIES AND EXCHANGE COMMISSION

NATURAL PERSONS

(¢) Financial statements need not be filed, how-
ever, with respect to any corporation or other
business organization designated in (3) or (4) of
paragraph (b) above if both of the following con-
ditions exist:

(1) His total investment in such corporation
or business organization does not exceed five
percent of his total assets; and,

(2) His total income from such corporation
or business organization does not exceed five
percent of his gross income:

Pronded, That his aggregate investment in all
such corporations and business organizations
whose statements are omitted pursuant to this
paragraph (c¢) shall not exceed fifteen percent of
his total assets, and that his aggregate income from
all such corporations and business organizations
shall not exceed fifteen percent of his gross income.

(d) Financial statements required by para-
graph (b) above shall be for the dates and periods
prescribed for the financial statements of an un-
consolidated subsidiary in the applicable form.
Such statements shall also conform, so far as
practicable, to all other requirements as to finan-
cial statements, including requirements as to
certification, as set forth in such form.



REGULATION B-X

ARTICLE 11.

Rule 11-01. Application of Article 11.

The article prescribes the content of the state-
ments of surplus specified in rules 5-02 (caption
35) and 7-03 (caption 20).

Rule 11-02. Statement of Surplus.
5-03 (a) and (b).)

The analysis shall be given as to each class of
surplus set forth in the related balance sheet.

1. Balance at beginning of period.—(az) The
balance at the beginning of the period of report
may be as per the accounts.

(0) If the schedule is filed as part of an annual
or other periodic report and the balances at the
beginning of the period differ from the closing
balances, as filed for the previous fiscal period,
state the difference and explain.

(Sce rules

Article 11A. Rule 11A-02(c)

CONTENT OF STATEMENTS: - OF SURPLUS

2. Net income or loss (or net income or Joss
and special items) from profit and loss statement.

3. Other additions to surplus.—State separately
any material amounts, indicating clearly the
nature of the transactions out of which the items
arose.

4. Deductions from surplus other than divi-
dends.—State separately any material amounts,
indicating clearly the nature of the transactions
out of which the items arose.

5. Dividends.—For each class of shares state
the amount per share and in the aggregate.

(a) Cash.

(b) Other.—Specify.

6. Balance at close of period.—The balance at
the close of the most recent period shall agree with
the related balance sheet caption.

ARTICLE 11A. STATEMENT OF SOURCE AND APPLICATION OF FUNDS

Rule 11A-01. Application of Article 11A.

This article shall be applicable to statements of
source and application of funds filed pursuant to
requirements in registration and reporting forms
under the Securities Act of 1933 and the Securities
Exchange Act of 1934, except that companies
which are required to file quarterly reports on
Form 7-Q shall comply, in all filings, with the
requirements as to type, form and content of a
funds statement specified in that form.

Rule 11A-02. Statement of Source and Application
of Funds.

The statement of source and application of funds
shall summarize the sources from which funds or
working capital have been obtained and their
disposition. (See Rule 3-01.)

Material changes in the components of net funds
or working capital shall be shown in the statement
or in a supporting tabulation.

As a minimum, the following shall be reported:

(@) Sources of funds:

(1) Current operations (showing separately net
income or loss and the addition and deduction of
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specific items which did not require the expenditure
or receipt of funds; e.g., depreciation and amortiza-~
tion, deferred income taxes, undistributed earnings
or losses of unconsolidated persons, etc.).

(2) Sale of noncurrent assets (identifying sep-
arately such items as investments, fixed assets,
intangibles, etc.).

(3) Issuance of debt securities or other long-
term debt.

(4) Issuance or sale of capital stock.

(b) Disposition of funds:

(1) Purchase of noncurrent assets (identifying
separately such items as investments, fixed assets,
intangibles, etc.).

(2) Redemption or repayment of debt securities
or other long-term debt.

(3) Redemption or purchase of capital stock.

(4) Dividends.

(c) Increase (decrease) in net funds or working
capital.

(Adopted Oct. 14, 1970, eff. with respect to registration

statements and reports filed after Dec. 31, 1970, Release
33-5090.)
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Article 12. Rule 12-10

REGULATION S~X
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BECURITIES AND EXCHANGE COMMISSION

Article 12, Rule 12-11
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Article 12.
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Article 12, Rule 12-15
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Article 12, Rule 12-17
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