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For Release in MORNING Newspapers of Wednesday, Kovember 27th, 1946

SELURITImS AND EXCHANGE COMMISSION
Philadelphia

INVESTLENT COMPANY ACT OF 1940
Release No, 968

SECURITIES ACT OF 1933

Release No. 3173

SECURITIES EXCHANGE ACT OF 1934
Release No. 3883

ACCOUNTING SERIES

Release No, 57

The Securities and Exchange Commission today announced a general
revision of its requirements as to the form and content of financial
statements filed by management investment companies other than those whirh
are issuers of periodic payment plan certificates, The revised require-
ments are applicable to all financial statements filed by such companies
under the Investment Company Act of 1940, the Securities Act of 1933 and
the Securities Exchange Act of 1934. The action taken resulted: in a come
plete restatement of Article 6 of Regulation S-X and in major changes in
the related supplementary schedules contained in Rules 12-19, 12-20, 12-21

“and 12-22 of Article 12 of Regulation S-X. In addition, as a result of
the restatement of Article 6 certain related changes have been made in
Rules 4~10 and 11~01 and in caption 1(a) of Rule 11-02.

The Commission also made public a statement reviewing.the develop—
ment of the revised Article 6 and setting forth its conclusions as to cer-
tain of the problems with which the rules deal,

The amendments of Regulation S=-X become effective on December 31,
1946, provided, that any financial statements included in a report re-
quired to be filed prior to March 15, 1947 need only comply with the pro-
visions of Regulation S-X as in effect immediately prior to the adoption
of these rules and, provided further, that rules prescribing the account-
ing treatment for any transaction or adjustment of the accounts shall bhe
effective only as to transactions or adjustments of accounts for fiscal
years commencing on or after December 31, 1946.

The statement and new rules are attached,
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. Statonent of the Securities and Exchange Commission upon the
promlgation of a general revision of Article 6 of Regulation
S-X, governing the form and content of financial statements
filed by management investment companies other than those which
are issuers of periodic paymeni plan certificates.

Our promulgation today of the general revision of Article 6 of Regu-
lation S-X governing the form and content of financial statements filed
by management investment companies was preceded by such extended discus-
sions that it might well be thought that further elaboration of the sube
Ject is unnecessary. However, in view of the importance of the subject,
it seems appropriate to outline lriefly the history of the problem, to
discuss generally our conclusions, and to discuss certain provisions of
the rules as to which certain of those participating in the discussions
indicated some objeetions or reservations,

History of the Problem

Experience gained during the past several years from a critical re-
view of financial statements filed by management investment companies
under the 1933, 1934 and 1940 Acts has indicated that certain changes
might profitably be made in the rules under Article 6 of Regulation S-X
to provide, pursuant to Section 31 (c) of the Investment Company Act of
1940, for a reasonable degree of uniformity in the accounting policies
and principles to be followed by registered management investment come-
panies in preparing financial statements filed with this Cormiission. The
review indicated alsoc that the financial statements might be preparsd in
a marmer which would bring more forcefully to the attention of the in-
vestor the special characteristics of this type of company and the signif-

icant aspects of its financial condition and results of operation,

The problems encountered have been the subject of many discussions
with numerous representatives of investment companies, with the National
" Association of Investment Companies and with accountants, attorneys and
other interested persons. Following a series of preliminary discussions,
the National Association of Investment Companies drafted a scries of
recommendations dealing with financial statements which were given ex-
tended consideration by the staff. Later, in 1944, the staff drafted a
thorough-going revision of Article 6 of Regulation S-X which was sub=
mitted for comment to all rcgistered management investment companies, to
the National Association of Investment Companies, to a number of account-
ing and professional societies, and to many individual accountants and
others who had evinced an interest in the problem. This circularization
resulted in the receipt of many comments and led to many individual and
round-table conferences.

At this point, the staff reviewed its preliminary proposals, and
with the benefit of the comments and conferences mentioned prepared a
revised draft which gave effcct to many of the suggestions received and
incorporated a number of solutions of issues which had therctoforc beon
controversial. However, in a number of important rcspects the staff's
revised proposals did not give cffect to the recommendations of those
from whom comments had been received.:
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In view of the importance and significance of the changes proposcd
by the staff and of the divergence in opinion on certain points, the Core
nission on May 22, 1946 dirccted a public conference be held on July ©
1946 for the purposc of ascertaining the views af all intercsted persons
with respect to the staff proposal. For the convenience of those
interested, the staff prepared a report on the revision of Article 6
which described in detail the changes proposcd to be made and the nore
important considerations which it believed required these changes. '

Copics of the proposcd revision of Article 6 and of thc staff report
were scnt to all managenent investricnt companics, and to thosc poersons
‘to vhon the draft dated day 31, 1944 was sent for commcnt, and to numcrous
other accountants, attorncys and other 1nterestud persons wh: had re-
questod a .copy of the staff rcport.

At the public conferencc, representatives of the National Associa-
tion of Investment Companics appeared to voice their opjcctions to ceortain
of the changes proposcd by the staff. A number of written comments were
received and were placed in the record of the conference.

Subscquent te the confoercnce, represcntatives of the Association and
of the staff of the Commission discussed the principal differcnces which
had been brought out at the conference., As a result of these discussions,
mutually agreeable solutions were worked out ag to most of these differ-
cncese We will discuss the rcmaining points later on.

General Conclusions

, After considering the staff report, the comments received from time
to time, and the record made at the public conference on July G, 1946, ire
arc of the opinion that the attached amendments to Regulation S-X should
result in a reasonable degree of uniformity in the accounting policics
and principles followed by the registered investment componics subject to
the new rules and should also result in financial statcments of a more
informative and useful naturc than those herctofore requircd under the
old rules. In reaching this conclusion, we have also drawn hcavily on
our experience with the individual cascs that have arisen from time to
time and we have benefited in a very material way from the discussions of
these problems that we have had with represcntatives of the MN.A.T.C. and
of many of the companics that will be subjcct to these rules, In vicw of
the brecadth of the ‘area of agrecment on the new rules we do not believe
it necessary to seek to restate here the considerations which underlie
nost of the changes from the preexisting rules. Those matters werc dealt
~ with in detail in the staff report on May, 1946, rcferred to carlier and
writh which we, in general, concur. We shall, however, cutlinc bricfly
our conclusions on the very fcw points as to which the staff and the
N.A.I.C. representatives werc unable to find a mutually aggreeable
solution, ' :

l. Applicability of these rulcs to financizl statements included in
reports to stockholders.

Scction 30 (d) of the 1940 Act requirces that financial statements
included in stockholders reports "shall not be misleading in any material
respect in the light of the rcports required to be filed" with the Come
mission., The reprcsuntatlves of the N.,A.I.C. in commenting on the new
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rules expressly stated that they were considering them only as rules govern-
" ing statements to be filed with the Commission and were not prepared or
authorized to discuss the question of what differences or what omissions
therefrom might be considered to make stockholders reports misleading. At
the public conference, our staff suggested that that problem was not included
in the presemt proposals and ought to be reserved for further consideration
later on. As a general matter, we concur in that conclusion. However, we .
wish to point out that it would not in our opinion be consonant with the pro-
visions of Section 30 (d) for a company to file a report with us following,
with respect to certain transactions, the accounting principles prescribed in
the new rules and at the same time to issue reports to stockholders in which
entirely different accounting principles are followed.

2. The definition of "affiliates"(Rule 6~02-4).

This rule defines the term "affiliate" to mean an "affiliated person®
as defined in Section 2 (a) (3) of the Investment Company Act of 31940. Thus
the term as used in Article 6 of Regulation S-X includes a company of which
the registrant owns directly or indirectly 5% to 25% of the outstanding vot-
ing asecurities., Under this definition data &s to such companies is required -
by several of the amended rules to be shown separately in financial statements
filed with the Commission., T

The National Association of Investment Companies as well as a number
of investment companies objected to the classification of investments in 5%
to 25% owmed companies as "affilidtes" in financial statements on the grounds,
first, that for the purposes of the financial statements such investments are
not different in any fundamental way from general portfolio investments, and
second, that such investments do not have the characteristic attributes
ordinarily associated with investments in Maffiliates" in the usual sense of
that worde It was also pointed out that the 19337934 and 1940 Acts contain no
definition of the word "affiliate¥; and, therefore, it cannot he said that
the classification of investments in financial statements of 5% to 25% owmed
companies is required by statute; that the term "affiliated person" as de-~
fined in the 1940 Act was occasioned primarily by Section 17 of the Act which
relates to self-dealing and has nothing to do with accounting rules; that
the term "affiliate! connotes a measure of control as indicated by the defini=-
tion we have adopted in certain rules under the 1933 Act; that the term
"affiliated person" under the 1940 Act is being applied to the 1933 and 1934
Acts when such Acts do not refer to the term "affiliated person'; and that
there is nothing in the 1940 Act which requires the Commission for the pur-
poses of Article 6 to include investments in 5% to 25% owned companies in
the definition of "affiliates.” It was therefore urged that the Commission
consider the matter on the sole ground of whether the information called for
as to "affiliates" in Article 6 should also be furnished as to the 5% to 25%

group. st

The fact remains that Scction 2 (a) (3) of the 1940 Act does clearly
relate to companies in which the registrant owns 5% or more of the outstand-
ing voting securities., It seems clear that Congress had a definite purpose
in referring to such class of investments. Even if the Act sets up the 5-25%
group primarily for the purposes of Section 17 which relates to self-dealing,
as is contended, it seems clear that this does not preclude the Commission
from requiring the separate disclosure of financial information as to such
companies if that information is material to investors. This is, indéed, the
very point made by N.A.I.C. — that we should get these disclosures only if
we feel the data is material. '
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As to the merits, we feel that where a registrant owns a large
percentage of the securities of a company the investment and the fruits
thereof are worthy of separate attention by investors and investment.
analysts., Whether a 5% minimum cut-off is appropriate is, of course, in
many respects an arbitrary judgment. The fact is that in its consideration
of investment company problems Congress deemed it wise for certain purposes
to establish a 5% to 25f% group. Ve feel that there is no sound basis for
establishing a new and different category for the purpg¢se of financisl
statements and we feel that investments in single companies to the extent
of 25% of its voting control and on down to some lower percentage are icems
sufficiently dissimilar in nature to general portfolio investments as to
warrant separate disclosure.

It should be pointed out that a company in preparing its financial
statements has the right under the amended rules to describe the 5% to <5%
companies in such a way as in its opinion will be adequately informative.
Thus where the amended rule requires investments in affiliates to be
segregated in the balance sheet a company can describe each categery of
investment for exactly what it is; namely, majority owned (over 50%), other
controlled affiliates (over 255, but not more than 50% owned), and com-
panies in which over 5% but not more than 25% is owned and as to which
control is denied. The manner of describing the latter category should
be sufficient to avoid any misconception as to its relationship with the
reporting company.

As to the contention that the 1933 and 1934 Acts do not contain a
statutory category comparable to the 5% to 25% test, the Acts do contain
provisions permitting the Commission to cbtain information in addition to
that specified, for example, in Schedule A. We feel that the intent of
Congress as later indicated in the 1940 Act furnishes a satisfactory basis
for the Commission to require this information with respect to filings
under the two earlier Acts.

We conclude, therefore, that the cisclosures required by the amended
rules as to this 5-25% group of companies are material information and are
in the public interest and appropriate for the protection of investors,

3. Disclosures as to the capital and surplus accounts - Caption 21 of
Rule 6~03 and Rules 6-07, 6-08, and 6-09.

0f all the proolems encountered in our study, perhaps the most
presistent has been the scope and nature of the disclosures to be made
as to the capital and surplus accounts of management investment comjpanies,
‘Objections have been raised on this score both as to our requirements
under the old rules and as to the proposals of the staff, These have
been vigorously continued and indeed a good portion of the public conference
was devoted to them. The final rules or requirements cn the point, how-
ever, are in our opinion excellent evidence of the advantazes and possi-
bilities of thorough discussion of a problem by those holaing different
views on the subject, In the final rules we have adopted a great part of
the suggestions made by members of the industry but we nave at the same
time found means to retain, in a form that we think will be guite generally
acceptable, the fundamental disclosures urged by the Staff.

It is generally recognized, we think, that a fair disclosurc of cor-
porate -financial affairs at a given date includes a disclesure of the amcunt
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of stated capital, the amount ot paid-in surplus, the balance of earned
surplus, and the balances in any other surplus accounts, In addition,

an analysis of the changes in any of these surplus balances since the next
preceding report is essential as a means of informing the reader of the
nature of changes occurring during the period.

As to management investment companies it has been urged that this
"breakdown" of net assets into the various capital and surplus accounts is
of questionable usefulness and under some circumstances might make mislecad-
ing inferences possible. In general, as we understand it the argument
made is founded on the belief that an investor in a management investment
company is not interested in the source of the present net assets but rather
in the amount of his pro rata interest in such assets at various dates and
in the distributions made from time to time. It was pointed out that in
such companies the difference between the realized security profits or
losses which result from disposition of portfolio securities and the un-
realized appreciation or depreciation, which results from changes in the
market value of portfolio securities not sold is of relatively minor
importance. Also, the'incidence of the special tax laws applicable to
such companies resulted in the practical necessity of distributing annual
realized gains even though such gains were insufficient to offset prior
realized losses. These factors it was claimed destroyed the significance
ordinarily attaching to surplus balances,

As is pointed out in the staff report of May, 1946, these severzl
points are characteristic peculiarities of this type of business. However,
we are disposed to agree with the conclusion of the staff as developed in
detail in Appendix B of their report that these peculiarities are not such
as to destroy the significance of either the breakdown into the various
capital and surplus accounts or the analysis of changes in surplus accounts
occurring during the period of report. For one thing these smrplus balances
are important in the application of Section 19 of the Act. We note also
in this connection the position taken by many prominent accountants that
the portrayal of a breakdown into the various capital and surplus accounts
is of great importance as the connecting link between a "value!" balance
sheet and the "cost® basis on which the book records are kept. On the
other hand, we feel that every effort ought to be made to adapt the format
of disclosure and the descriptive captions employed to the peculiaribies
of this kind of company.

The rules now being adopted meet and, we feel, solve the problem
satisfactorily in this way:

l. Companies reflecting assets at value may show the breakdown of
the various capital and surplus accounts in a separate statement.

2, The captions of the several surplus accounts are adapted to the
peculiarities of this kind of company and are in conformiiy with
the language of Sec. 19 of the Act and the usages long customary
among many of the companies. It may be noted that the customary
"earned surplus" account is not provided for but its two constituent
elements "balance of undistributed net income (excluding gain or
loss on investnents)" and "net realized gain or loss on investments"
are shown as separate items.

3. Comvpanies reflecting assets at value may under Rule 6~C8 omit
the analyses of the several surclus accounts if there is furnished
a "statement of changes in net asscts"% comparable to that used for
some time by nany companies.



v -7 - IC - 968
4. ;Open-end companies may under Rule 6=09 use a special form of statement
in lieu of the customary capital and surplus breakdown. In this state~
ment capital and capital surplus are combined under a special caption,
with par or stated capital shown parenthetically., It is interesting to
note that this statement is modeled after a proposal which was intro-
duced for the first time at the public conference, ‘

Miscellaneous Matters

The finality of the amended rules.

As has been pointed out, we feel the new rules should do much to sccure a
reasonable degree of uniformity in the accounting. practices of these companies
and to obtain more informative and useful financial statements, However, in
many respects the proposed forms of financial statement are novel and in some
respects experimental in nature, Consequently, we are in entire agreement with
the statement made on behalf of the N.A.I,C.- that "All of us will know more about
the new rules after operating under them. If experience shows that any of the
rules are impracticable or subjeat to improvement, we should like the opportunity
to say so at some future date." We also expect our staff to observe the opera=
tion of the new rules in practice and to report to us as to their effectiveness
and as to any improvements that may be indicated. '

Effective date of the new rules.

Due to the wide circulation accorded drafts of the new rules it is probable
that most companies and their aceountants have already become reasonably famile
iar with them. We also understand that in some recent interim reports certain
of the changes proposed have already been effected, However, the departures
from the preexisting rules are such that we feel adequate time should be given
for companies to accomplish such adaptationin their reporting procedures as may
be necessary. Accordingly, we have set the effective date generally as December
31, 1946, with the proviso that any report required to be filed within four
months of the date on which these rules are adopted need only comply with our
requirements as in effect immediately prior thereto. Since most of the dompanies
affected have fiscal years ending at December 31, this will give such companies
at least 5 months in which to make the necessary adjustments and in any case will
give all companies at least 4 months. In addition, such of the new rules as
prescribe the accounting prirciples to be followed with respect to certain trans-
actions or adjustments of the accounts will be applicable only as to transactions
or adjustments falling in fiscal years beginning on or after December 31, 1946,

Related changes in other rules.

Comprehensive revision of Article 6 of Regulation S-X for management invest-
ment companies has necessitated certain related amendments to Regudation 8-X
involving Rules 4-10, 11-01, 11-02 (caption 1{a)) and 12-20, as follows:

Rule 4-10 relating to consclidated and combined statements of investment
companies is deleted and its substance included in Rule 6-02«3 of the revised
Article 6, The amendments to Rules 11-01 and 11-02, caption 1(a), provide for -
the deletion of certain references and requirements relating to siatements of
surplus of investment companies inasmuch as special requireuents for such com-
panies have been included in the revised Article 6. Rule 12-20, which provides
a schedule for investment companies showing investments in securities -- other
than marketable securities, is deleted since the requirements under this rulc
have been incorporated into the new Rule 12-19, :
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. The text of the Commission!s action is as follows:

Acting pursunant to the authority conferred upon it by the Sécuri-
ties Act of 1933, particularly Sections 7 and 19 (a) thereof, the
Securities Exchange Act of 1934, particularly Sections 12, 13, 15 (d4),
and 23 (a) thereof, and the Investment Company Act of 1940, particularly
Sections 8, 30, 31 (c) and 38 (a) thereof, and deeming such action
necessary and appropriate in the public interest and for the protection
of investors and necessary for the execution of the functions vested in
it by said Acts, the Securities and Exchange Commission hereby amends
Regulation S-X as follows:

I. Rule 4~10 is deleted.

' II. Rule 11-01 is amended by deleting therefrom the reference "6-02
(caption 24)" in the second line thereof.

As amended the rule reads as follows:
"This article prescribes the content of the statements of sur-
plus specified in Rules 5-02 (caption 34), and 7-03 (caption 20)."

III. Subparagraph (a) of caption 1 of Rule 11~02 is amended by in-
serting a period after the word "accounts" in the second line and de~
leting the text thereafter. :

As amended subparagraph (a) reads as follows:

n(a) The balance at the beglnnlng of the period of report may
be as per accounts. ?

IV. Rule 12-20 is deleted.

V. Article 6 and Rules 12-19, 12-21 and 12-22 of Article 12 are de-
leted in their entirety and there is substituted therefor the following
new Article 6 and the following new Rules 12-19, 12-21 and 12+22 of
Article 12:

ARTICLE 6., MANAGEMENT INVESTMENT COMPANIES

Rule 6-01, Application of Article 6.

This article shall be applicable to financial statements filed for
management investment companies other than those which are issuers of
periodic payment plan certificates,




Rule 6-02, Special Rules Applicable to Management 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 gencral rules in articles 1, 2, 3 and 4, Where
the requirements of a special rule differ from those prescribed in a
general rule, the requirements of the special rule shall be met,

le. Content of financial statements.--The financial statements shall
be prepared in accordance with the requirements of regulation Se=X not-
withstanding any provision of the articles of incorporation, trust inden-
ture or other governing legal instruments specifying certain accounting
procedurcs inconsistent with those herein required,

2. Certification,=--Where, under the applicable form, financial
statements are required to be certified, the certifying accountant shall
have bcen selected and ratified in accordance with Sec. 32 of the Invest-
nent Company Act of 1940 and the applicable rules therecundcr.

3. Consolidated and combined statements.--(2) Consolidated and com-
bined statements filed for management investment companies shall be pre-
pared in accordance with article 4 except that (1) statements of the regis-
trant may be consolidated only with the statements of subsidiaries which
are investment companies; (2) a consolidated statement of the registrant
and any of its investment company subsidiaries shall not be filed unless
accompanicd by a conscolidating statement which sets forth the individual
statements of each significant subsidiary included in the consolidated
statement, provided, however, that a consolidating statement nced not be
filed if 211 included subsidiaries are totally held; and (3) consolidated
or cambined statements filed for subsidiaries not consolidated with the

registrant shall not include any investment companies unless accompanied
" by consolidating or combining statements which set forth the individual
statements of cach included investment company which is a significant
subsidiary.

(b) If consolidated stafcements 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
amounts (1) eliminated in consolidation and (2) not eliminsbcd in
consolidation, '

4o Affiliates.=-The term "affiliate" means an "affiliatcd person®
as defined in Secs 2 (a) (3) of the Investment Company Act of 1940. The

~ term "control" has the meaning given in Sece 2 (a) (9) of that Act.

5. Value.~-hs used in this article 6, the word "valuc" shall have
the meaning given in Sece 2 (a) (39) (B) of the Investment Company Act
of 1940,

6. Valuation of asscts.—-(a) The balance sheets of opcn-end com-
. panics shall reflect all assets at value, showing cost parenthetically. .
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(b) The balance shects 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 re-
flected at cost, however, due consideration shall be given to cvidence
of probable loss and, wiere such evidence indicates an apparently perma-
nent decline in underlying value and earning power, r ecognition thercof
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 casc of reorganizations, exchanges of investments, syn-
dicatc opcrations, etc.--Where information as to the cost of investments
is required to bec furnished, the term'cost" shall have the indicated
special meaning in the following instancess

(a) Reorganizations and quasi-reorganizations.-—ihere investments
have been adjusted in the course of a reorganization or quasi-
reorganization of the registrant; "cost" shall mean such adjusted amount.
The date of and a brief statement as to such adjustment shall be given in
a note referred to in the balance shect,

(b) Exchanges of investments.~—(1) Vhere investments have been ac-
quired in exchange for other investments as a result of a reorganization,
consolidation -or merger of a portfolio company, "cost" of the invest-
ments acquired shall be the cost of the investments relecased, Due con=-
sideration shall, however, bc given to cvidence of probable loss and,
where such evidence indicates an apparently permanent decline in under-
lying value and earning power, "cost" of the investments acquired shall
be the value, on the effective date of the transaction, of the invest-
ments 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
assevs received, as appropriate,

(¢) Syndicate 0perations.-in the case of securities acquired
through joint syndicate operations, "cost" shall be net of syndicate
discounts and commissiorgapplicable thereto,

8+ Issuance and repurchase of securities by a management invest-
ment 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, be-
tween the amount received and the net asset valuc or preference in invol-
untary liquidation (whichever is apprepriate) of sccuritics 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 tctal or average
cost thereof, Closed-end companies shall furnish the following addi~
tional information as to securities repurchased during the period of
rcport:
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(a) as to bonds and preferred shares, the aggregate 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;

(v) as to common shares, the weighted average discount per share, ex-
pressed 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 impracticable to determine the exact amounts involved.

9 Federal income taxXes.-—Approoriate provision 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 (a) current
net income, (b) realized gain on investments and (c) unrealized apnreciation
on investments. The company's. status as a Yregulated investment company”
as defined in Supplement Q of the Internal Revenue Code as amended shall be
stated in a note referred to in the appropriate statements., Such note shall
also indicate brlofly the principal present assumptions on which the comnany
has Telied in making or not maklng provisions for such taxes.

10, Balance sheet$; statements of assets and liabilities.--As used
herein the term "balance sheets” shall include statements of assets and lia-—
bilities unless the context clearly indicates the contrary.

- e

11. Inapplicable captions.-—Attention is directed 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 directors,
officers, and affiliates shall nevertheless be separately set forth ex cent
as otherWLse specifically permitted under a narticular caption.

Rule 6-03. Balance Sheets; Statcments of Assets and Liabilities.

Balance sheets and statements of assets and liabilities filed under
this rule shall comply with the following orovisionss L

o - ;gﬁjﬁ:’f I :
ASSETS ) B o artd

1. Cash and cash items.-—State separately (a) cash on hand, demand
deposits, and time deposits; (b) call loans; and (c) funds subgect to with-
drawal restrictions. Funds subject to w1thdrawa1 restrictions and deposits
in closed banks shall not be included under this caption unless they will
become available within one year.
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2. Dividends and interest receivable.,~(2) Dividends shall not be
included before the ex-dividend date, nor unless nayment 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 nledged
as collateral,

, (b) Interest due or accured on bonds, notes, deposits, open accounts,
and other interest-bearing obligations owned, shall not be inciuded unless

payment is reasonably accrued by past exmerience, guaranty, or otherwise.

No interest shall be included on securities issued or assumed by the com-

pany and held by or for it, whether held in its treasury, in sinking or

- other special funds, or o;edgbd 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.a—State senarately (a) total of
current amounts due from directors and officers; (b) narticination in
syndicates; and (c) any other significant 1mount@

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 comsanies.—-Such securities may be
included under (c¢) if they amount in the aggregate to less than 5% of
total assets.

(¢) Other securities.

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

(e) Reserves for unrealized depreciation in value of sccurities.—-If
assets are reflected at cost, any reserve for unrealized denreciation shall
be shown here as a deduction from the items to which annlicable.

8. Investments--Other than securities.-—State Kwonrﬂtelv each major
class. Sce rule 6-02-6.

9o Investments in affiliates.--State separately investments in (a)
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) orgenization expense, (3) commissions and expense on canital shares,
and (4) other orenaid and deferred items showing scparately any significant
items. Bxplain in a note to this caption the provisions which have been
made to write off or amortize such items. )

(v) Recurrent costs of issuing shares, such as registration fees and
expenses, shall be charged off in the statement of income and cimense 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; (c) real estate and 1mproancnts not
included under capvtion 8 apove; (d) furniture and fixtures; and (e) any
other significant amounts.

/ LIABILITIES

12. Notes paysble.—State separately amounts payable within one year
(a) to banks, and (b) to others. See caotion 16 (a).

13. Accounts payable.--State senarately (a} the total of amounts
payable for purchase of securities, and (b) other accounts nayable.

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

15, Sundry liabilities of a current naturc.—State scnarately (a)
dividends declared; (b) bonds, notes, mortgage installments, and mortgages
due within one year; (c) total of current amounts due to affiliates, ex-
cluding 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“Li)due directors
and officers; and (e) any other items of significant amount. Remaining
items may be shown in one amount.

16. long-term debt.

(a) Funded debt.—If any amount included herein will fall due within
one year, indicate such amount and explain in a footnote the reason for
not including such amount as a current liability under rule 6-03-15. See’
also caption 19 (c¢) (2).

(b) Indebtedness to affiliates——not current ,—5Stace uenarately amount.s
due to (1) controlled companies and (2) other afflllates.

(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 Separatelj by years, 4n the
balance sheet or in a note therein referred to, the total amounts of the
respective maturities for the five years following the date of the balance
sheet, ~
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17. Other liabilities.--~State senarately any significant amounts,

18. Reserves, not shown elsewherc.-—State separately the total of
cach major class and describe cach such major. class by using an aporonriate
caption or by a footnote referred to in the cavtion,

A

19. Net assets applicablc to ouustanding cégital sharcs.——(a) This
cantion may be used only by comnmanies which reflect assets at value,
showing cost parenthetically. '

(b) Companies having only one c¢lass of outstanding canital sccuritics.—-—
Such companics may conclude the statement with this cantion and give the
number of outstanding shares and the net asset value per share, In such
case the statement shall be entitled "Statcment of Assets and Liabilities"
and the information required by caotions 20 to 24 below shall be sct 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 sccu-—
rities.—(1) Such companies may conclude the statement at this point and
in such case shall furnish in tabular form immediately followingz this
caption the following information as to each class of capital sccuritiess
(i) title of issue; (ii) in the case of funded debt treated as a canital
security the total face amount outstanding and the asset coverage ner unit;
(1ii) in the case of preferred shares, the par or stated value, the number
of shares outstending, 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 etated value, the number of sharces outstanding and the .
net asset value ner share and in the aggregatc. In such case the statement
shall be entitled "Statement of Aissets, Liabilities and Canital Sccurities"
and the informaticn required by captions 20 to 24 below shall tz2 sct 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, cantion 16 (a) may be omitted if approoriate adjustment of re-
lated 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 thereof. See also rule 6-09,

21, Surplus.--(a) Show the division of this item into (1) capnital
surplus; (2) balance of undistributed net income (excluding gain or loss
on investments); and (3) accumulated net realized gain or loss on invest-
ments. The information required by rule é-02-8 shall be given in a foot~
note to this statement, or in a footnote to the statement »>crmitted by
rule 6-08.
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(b) Except as permitted by rulec 6~08, an analysis of each surplus
account setting forth the information preseribed in rule 6-07 shall be
given, for each period for which 4 statement of income and expense is
filed, in the form of a scparate statcment of surplus, and shall be re=-
ferred to under this caption,

22, Total capital and surplus.—-Companies which reflect assets at
cost, showing value parenthetically, shall furnish the following informa-
tion in a separate statement immediately following this statement and
referred to herein:

(a) The amount of unrealized appreciation or depreciation of the
asscts, taken at value, as compared to thc amount at which such assets
are reflected in the balance sheet, together with the increasc or de-
crease thereof during the period of report,

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

(c) 1If total assets at value are less than cost, the adjustment
that would have to be made to reflect 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,

(e¢) The net asset value per share of the outstanding comron shares,
computed on the basis of assigning to prior sccurities their preference
in inveoluntary liquidation,

23e Unrealized appreciation or depreciation of assetse~--Compznies
which reflect assets at valuec showing cost parenthetically shall include
this item as an addition to or deduction from caption 22, Sec rule 6-06,
Appropriate provisions shall be made for applicable income taxes if re-
quired by rulc 6-02-9,

24+ Net assets applicablo to outstanding capital shares.~~The amount
of this eaption should agree with the amount shown under caption 19,

Rule 6-04. Statement of income and Expense (excluding gain or loss on
investments)

(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 ltems required to be set forth by caption 5 of
rule 6-05 and caption 2 of rule 6-06 shall be appended. immediatcly fol-
lowing the information requircd by caption 7 of this rule,

(b) Statcments fllPd under this rule shall comply with the follow-
ing provisions: .



1, Income.——(a) State scparately income from (1) cash d1v1dends,
(2) interest, and (3) other income. If income from investments in or ine
debtedness of affiliates is included hcreunder, such income shall be seg=-
rcgated under an appropriatc caption subdivided to show separately income
from (i) controlled companies and (ii) other affiliates.

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

(c) Due consideration shall be given to the propriety of treating
extraordinary dividends as income. For the purpose of this rule tne term
textraordinary dividends" shall mean (1) dividends which are known to
have been declared out of sources other than current earnings or earned
surplus and (2) dividends which are declared otherwise than out of earn-
ings of the current or preceding year and are abnormal in size in rela-
tionship 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 which exceeds an amount arrived at by applying the
stated dividend rate to the period during which the stock has becn held,

rovided, that, in computing the period held, periods of morc than one-
E 1T of a quarter year may be treated as full _quarter years, if periods
of less than one-half of a quarter year are not countod, Any such divi-
dends which are treated as income but which are appliceble to periods
prior to the current fiscal year shall be included under cantlon 1 (a)
(3) above,

(e) Dividends by controlled companies may be trested as incame only
to the extent that they are out of earnings subsequent to (1) the date of
acquisition or (2) the effecetive date of a rcorganization or quasi-
reorganization of the receiving company 1f such date is subsequent tb the
date of acquisition.

(£) Due consideration shall be given to the propriety of treating,
as income, interest received on bonds which were in default when acquirede.
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 ex-
cess thereof shall be included under caption 1 (a) {3) above, The policy
- followed in accounting for such interest shall be stated in a footnote.

(g) 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 dividend, the basis on which taken up as incomc. If any such divi-
dends received from controlled companics have been credited to income in
an amount different from that charged to income or earncd surplus by the
disbursing company, state the amount of such difference and cxplain.
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(i) State separately cach category of other income represcnting more
than five percent of the total shown under caption 1 of rulc 6-04 (b).

(3j) Proceeds from the sale of new capital shares which rcpresent
payment on account of accrued undivided incomc shall not be included in
the statement of income and expense. Sce rule 6-07-2.

(k) Dividends and interest applicablc to an issuer's own sccurities
held in its treasury or in sinking or other special funds shall not be
trecated as income,

24 %ﬁggnses.-—State soparately cach category of cxpcnsc rcpresent-
ing 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; (b) the total of management and
other service fees to affiliated persons, indicating in a note or other-
wisec (1) the name of each such person accounting for ten percent or more
of the total under this subcaption, (2) the nature of thc affiliation be-
tween the investment company and each such person, and (3) the amount ap-
plicable to each such person; and (¢) other expenses within the person's
own organization in comnection with research, selection and supervision

of investments. The total of management and service fees shall be in-
cluded herein regardless of the basis used for, or the method of, computa-~
tion thereof. State in a note referred to under this item the basis and
methods of camputing management or service fees and if nonc was incurred
for the period of report, the rcason therefor, If any of the expenses
were paid otherwise than in cash, state the details in a note referred to
under this caption.

2., Taxes - Other than taxes on income.

4e Interest and debt discount and cxpense.--State scparatcly (a)
interest on funded debt, (b) amortization of debt discount and expensc
or premium, and (c) other interest.

5s Balance before provision for taxes on income,

6. Provision for taxes on income,--State separately (a) Federal
taxes on income, and (b) other taxes on income. If thc amount to be
shown under this caption is less than 5% 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 (excluding gain or loss on investments).--The amount
included under this caption shall be carried to the related subdivision
of surplus or to the statement of changes in net assets, as appropriate.
Sece 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 thc following
provisionss:
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1. Realized gain or loss on sales of investments.—{(a) State sepa-
rately the aggregate cost, the sggregate proceeds, and the net gain or loss
from sales of each of the following classes of investments: (1) investmcnts
in securities of affiliates, (2) investments in other securities, showing
United States Government bonds and other direct obligations senarately, and
(3) other investments.

(b) 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 sccurities
sold, If.a basis other than average 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.—(a) Include under
this caption exchanges of investments. Show the aggregate cost of the
investments released and, as the oroceeds of the exchanges, the aggrcgate
amount at which the investments acquired were recorded in the accounts.
See rule 6-02-7,

(b) Include alsc 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 nrovision 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 surnlus or

to the statement of changes in net assets, as appropriate, See rules
6-07~3 and 6-08 (b) (3).

e 6-~06. Statement of Unrealized Apvreciation or Depreciation of
Investments.

This statement may be omitted by companies reflecting asseta at cost,
showing value parenthetically, orovided the information called for by the
second sentence of rule 604 (a) is given. Statements filed under this
rule shall comply with the following provisionss

l. Unrealized appreciation or denreciation of investments.--State the
amount. of unrealized appreciation or deonreciation of investments as shown
in caption 23 of the btalance sheet (2) at the beginning of the »eriod of
resort, and (b) at the end of the neriod of report.
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2, Increase or decrcase of unrealized appreciation or depreciation,

Rule 6~07, Surplus Statements.

Surplus statements filed under this rule shall comply with the follow-
ing 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 (i) sale of capital shares, and (ii) 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 (iii) other deductions, described in reasonable detail,
and (4) balance at end of period. State in a footnote the dates and
amounts per share of dividends paid during the period.

(v) There shall be shown, parcnthetically or otherwisc, the total
dividend distributions to sharcholders made from capital surplus since the
date of organization or the date of the most recent reorganization, which-
ever 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 (excluding gain or loss on
investment s)~-The analysis of the balance of undistributed net income (ex-
cluding gain or loss on investments), shall show separately for each period
of report (a) balance at beginning of period, (b) net income as shown under
rule 6-04~7, (c) other additions described in reasonable detail, (d)
distributions to shareholders, (e) other deductions described in reasonable.
detail, and (f) balance at end of period. State in a foetnote the dates
and amounts of dividends paid during the period.

Open-end companies which follow the policy of recording separately a
part of the sale and repurchase 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 represent payment
on account of accrued undivided income,

3, Accumulated net realized gain or loss on invéstments.-- The
analysis of accumulated realized gain or loss on investments shall show
separately for each period of report (a) gain or loss on investments prior
to the period, (b) distributions to shareholders made therefrom priocr to
the period, (c) 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 paragraph
may be omitted by companies organized or most recently reorganized, prior
to January 1, 1925 provided there is given in a footnote (i) total distri-
butions made to shareholders out of realized gain on investments during the
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period from January 1, 1925 to the beginning of the period of report, and
(ii) total realized gain or loss on Investments for the same period. State
in a footnote the dates and amounts per share of dividends paid during the
period of report,

4e 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., Statements of Changes in Net Assets,

(a) Companies which in statements filed pursuant to rule 6-03 reflect
agsets at value, showing cost parenthetically, may file statements of changes
in net assets in lieu of the surplus statements required by rule 6-07,
provided, there is shown under caption 21(a) of rule 6-03 the amount of
31v1dencs previously paid from (1) capital surplus, 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 shzll
comply with the following provisions: .

(1) Net assets at beginning of period.--The amount shown shall agree
with caption 19 of tThe relaled statement filed pursuant to rule 6-03 as of
the beginning of the period of report.

(2) Income.~--State separately (a) net income zs shown by caption 7 of
rule 6-04; (b) net zccrued undivided earnings included in price of capital
shares issued and repurchased; (c) distributions n»aid; and (d) palence of
income undistributed, or decrease in yrior balance of undistributed net
income, as appropriate. ‘

(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) cdistributions paid; and (c) 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 appreciation or depreciation
of assets.--’fha 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;
() amount repurchased, and payments therefor on account of principal;
and (3) net increasc or decrease in amount outstanding and the differcnce
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 accounts not specifically provided for in captions
(2) to (6), include such items under an appropriate captlon and explain
clearly their nature,
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(8) Net essets ezt close of period, —-The esmount shovm shell egree
with caption 19 of rule 6-03,"

State in a footnote to captions (2), (3) and (6) the dates and amounts
per sheare of dividends peid during the period.

Rule 609, Specisal 3tetement in Lieu of Stetement of CGepitel Shares end
Surplus.,

Open-end companies having only one class of outstending crpital
securities mey corbine ceptions 20 end 21 (2) (1) of rule 6-03, provided,
information comparable to that prescribed by ceptions 20 to 24 of rule
6-03 is set forth in substentially the following form:

(1) Excess_of emounts rcceived from sale of crpitel shercs over
emounts paid out in redeeming shares.~-State here or in a footnote the
number of sheres authorized, the number of shares outstanding, and the
capital shares lisbility thereof, The informeation required by rule
6-02-8 shzll be given in o footnote or by reference to the statement
of changes in net assets,

(2) Aggregate distributions from cepitsl sources.—See 2lso rule

6-07-1 (b),

(3) Remainder,

(4) Accumuleted net realized gein or loss on investnents,

(5) Accumulated distributions of reslized gein on investments.--See
rule 6-07~3, The emount shovm under this caption 5 shall bc added to or
deducted from captlon(a)asapproprlatc to give 2 single total which need
not be seperately designsted.

(6) Balence of undistributed net income (excluding gain or loss oh
investments).

(7) Totel of captions 3 to 6, inclusive.

6o (8) Unreelized zppreciation or deprecistion of sssets.—See rule
2"'9 [y

(9) Net =ssets zpplicsble to outstanding sheres,

Rule 6-10, What Schedules Are to be Filed,

(a) FExcept as otherwise expressly provided in the applicezble form:

(1) The schedules specificd below in this rule as schedules VII,
VIITI and IX sheall be filed as of the date of the most recent balance sheet
filed for each person end for cach group for which seperate statements are
filed. Such schedules shall be certified if the relsted belence sheet is
certified,

(2) A1l 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 certlfied if the related statement of income and
expense 1s certlfled.



—- QR = IC ~ 968

(b) The infornation required in schedules for the rogistrent, for
the consolidated subsidiaries end for the registrent snd its subsidiaries
consolidated may be presented in the form of a single schedule, provided,
that items perteining to the registrent end to ench consolidated sub-
sidiery or group for which seperate statements ere requircd are separately
shovm end thet such single schedule affords a properly summarized
presentation of the fects,

(¢) 1If the information required by any schedule (including the foot-—
notes thereto) mey be shown in the statements required by rules 6-03 to
6-09 without meking such statements unclesr or confusing, that procedure
nzy he followed end the schedule omitted.

(d) Reference to the schedules shell be made against the appropriecte
captions of the bealence sheet end the stetement of income and expense,

A. INVESTMENT SCHEDULES

Schedule I. Investrents in sccurities of unaffiliated issuers,

The schedule prescribed by rule 12-19 shall be filed in support of
ception 7 of eesch balance sheect.

Schedule II. Investments — Other then sccuritics.

The schedule prescribed by rule 12-21 shell be filed in support of
caption 8 of esch balence sheet. This schedule.may be omitted if the
investments, other than securitics, et both the beginning and end of the
period amount to less then 19 of totel zssets or $50,000 whichever is
less.

Schedule TIT., Investments in affilistos.

The schedule prescribed by rule 12-22 shell be filed in support of
ception 9 of eech balence sheet,.

=

N

B. MISCELLANTOUS SCHEDULT

Schedule IV, Amounts due from directors =nd officers, .

The schedule prescribed by rule 12-03 shall be filed with respect
tc each person among the directors end officers from whom eny amount was
owed et eny time during the period for which related statements of income
and cxpense erc filed.

Schedule V., Indebtedness tec affiliates,

The schedule prescribed by rule 12-11 shall be filed in support of
ception 16 (b). This schedule and schedule TIT mey be combined if desired.

Schedule VI. Reserves,

The schedule prescribed by rule 12-13 shall be filed in support of
2ll reserves included in the balance sheet.



 C. CAPITAL SECURITIES
Schedule VII, Funded debt.

The schedule prescribed by rule 12-10 shell be filed in support of
caption 16 (e) of each balance sheet.

Schedule VIII. Capital sheres.

(a) Open-end companies, all of whose outstending securities are
redeemable at the option of the holder thercof, need not file this schedule,

(b) Closed-end companies shall file the schedule prescribed by rule
12-14 in support of ception 20 of each belence shect.

Schedule IX. Other securities,

Schedules shell be filed in respect of any clesses of securities
issued by the person for whon the stetement is filed, but not included
in schedules VII 2nd VIII, As to guarantees of securities of other issucrs,
furnish the informetion 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
celled for by rule 12-15. As to eny other securities, furnish informetion
comparzble to thet called for by rules 12-10, 12-12, 12-14 or 12-15, &5
eppropriate, Information need not be set forth, however, as to notes,
drafts, bills of exchange or bankers! acceptances heving a maturity at
the time of issuence of less then one year.
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The foregeing action shell be effective on December 31, 1946
provided (a) thet the finencizl ststements included in any report
required to be filed prior to Merch 15, 1947 need only comply with the
provisions of Regulation S—X as in effect irmedistely prior to the
adoption of these rules znd (b) that such of the revised rules os
prescribe the accounting treatment to be followed with respect to
paerticular trensactions or adjustments of the accounts, or otherwise,
shall be zppliceble only as to transactions or adjustments in fiscal
years beginning on or after December 31, 1946,
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