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3. Where the test involves combined enti-
ties, as in the case of determining whether
summarized financial data should be pre-
sented, entities reporting losses shall not be
aggregated with entities reporting income.

(x) Subsidiary. A subsidiary of a speci-
fied person is an affiliate controlled by
such person directly, or indirectly
through one or more intermediaries.

(y) Totally held subsidiary. The term
totally held subsidiary means a sub-
sidiary (1) substantially all of whose
outstanding equity securities are
owned by its parent and/or the parent’s
other totally held subsidiaries, and (2)
which is not indebted to any person
other than its parent and/or the par-
ent’s other totally held subsidiaries, in
an amount which is material in rela-
tion to the particular subsidiary, ex-
cepting indebtedness incurred in the
ordinary course of business which is
not overdue and which matures within
1 year from the date of its creation,
whether evidenced by securities or not.
Indebtedness of a subsidiary which is
secured by its parent by guarantee,
pledge, assignment, or otherwise is to
be excluded for purposes of paragraph
(x)(2) of this section.

(z) Voting shares. The term voting
shares means the sum of all rights,
other than as affected by events of de-
fault, to vote for election of directors
and/or the sum of all interests in an
unincorporated person.

(aa) Wholly owned subsidiary. The
term wholly owned subsidiary means a
subsidiary substantially all of whose
outstanding voting shares are owned
by its parent and/or the parent’s other
wholly owned subsidiaries.

(bb) Summarized financial information.
(1) Except as provided in paragraph
(aa)(2), summarized financial information
referred to in this regulation shall
mean the presentation of summarized
information as to the assets, liabilities
and results of operations of the entity
for which the information is required.
Summarized financial information
shall include the following disclosures:

(i) Current assets, noncurrent assets,
current liabilities, noncurrent liabil-
ities, and, when applicable, redeemable
preferred stocks (see § 210.5–02.28) and
minority interests (for specialized in-
dustries in which classified balance
sheets are normally not presented, in-

formation shall be provided as to the
nature and amount of the major com-
ponents of assets and liabilities);

(ii) Net sales or gross revenues, gross
profit (or, alternatively, costs and ex-
penses applicable to net sales or gross
revenues), income or loss from con-
tinuing operations before extraor-
dinary items and cumulative effect of a
change in accounting principle, and net
income or loss (for specialized indus-
tries, other information may be sub-
stituted for sales and related costs and
expenses if necessary for a more mean-
ingful presentation); and

(2) Summarized financial information
for unconsolidated subsidiaries and 50
percent or less owned persons referred
to in and required by § 210.10–01(b) for
interim periods shall include the infor-
mation required by paragraph
(aa)(1)(ii) of this section.

(Secs. 7 and 19a of the Securities Act, 15
U.S.C. 77g, 77s(a), 77aa(25)(26); secs. 12, 13, 14,
15(d), and 23(a) of the Securities
ExchangeAct of 1934, 15 U.S.C. 78l, 78m, 78n,
78o(d), 78w(a), secs. 5(b), 10(a), 14, 20(a) of the
Public Utility Holding Company Act, 15
U.S.C. 79e(a), 79n, 79t(a); secs. 8, 20, 30, 31(c),
38(a) of the Investment Company Act of 1940,
15 U.S.C. 80a–8, 80a–20, 80a–29, 80a–30(c), 80a–
37(a))

[37 FR 14593, July 21, 1972, as amended at 38
FR 6066, Mar. 6, 1973; 39 FR 17931, May 22,
1974; 40 FR 55835, Dec. 2, 1975; 45 FR 63668,
Sept. 25, 1980; 46 FR 56178, Nov. 16, 1981; 47 FR
29836, July 9, 1982; 50 FR 25214, June 18, 1985;
50 FR 49531, Dec. 3, 1985; 59 FR 65636, Dec. 20,
1994; 62 FR 12749, Mar. 18, 1997]

QUALIFICATIONS AND REPORTS OF
ACCOUNTANTS

SOURCE: Sections 210.2–01 to 210.2–05 appear
at 37 FR 14594, July 21, 1972, unless otherwise
noted.

§ 210.2–01 Qualifications of account-
ants.

(a) The Commission will not recog-
nize any person as a certified public ac-
countant who is not duly registered
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.
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(b) The Commission will not recog-
nize any certified public accountant or
public accountant as independent who
is not in fact independent. For exam-
ple, an accountant will be considered
not independent with respect to any
person or any of its parents, its sub-
sidiaries, or other affiliates (1) in
which, during the period of his profes-
sional engagement to examine the fi-
nancial statements being reported on
or at the date of his report, be, his
firm, or a member of his firm had, or
was committed to acquire, any direct
financial interest or any material indi-
rect financial interest; (2) with which,
during the period of his professional
engagement to examine the financial
statements being reported on, at the
date of his report or during the period
covered by the financial statements,
he, his firm, or a member of his firm
was connected as a promoter, under-
writer, voting trustee, director, officer,
or employee. A firm’s independence
will not be deemed to be affected ad-
versely where a former officer or em-
ployee of a particular person is em-
ployed by or becomes a partner, share-
holder or other principal in the firm
and such individual has completely dis-
associated himself from the person and
its affiliates and does not participate
in auditing financial statements of the
person or its affiliates covering any pe-
riod of his employment by the person.
For the purposes of § 210.2–01(b), the
term member means (i) all partners,
shareholders, and other principals in
the firm, (ii) any professional employee
involved in providing any professional
service to the person, its parents, sub-
sidiaries, or other affiliates, and (iii)
any professional employee having man-
agerial responsibilities and located in
[the engagement office] or other office
of the firm which participates in a sig-
nificant portion of the audit.

(c) In determining whether an ac-
countant may in fact be not inde-
pendent with respect to a particular
person, the Commission will give ap-
propriate consideration to all relevant
circumstances, including evidence
bearing on all relationships between
the accountant and that person or any
affiliate thereof, and will not confine
itself to the relationships existing in

connection with the filing of reports
with the Commission.

[37 FR 14594, July 21, 1972, as amended at 48
FR 9521, Mar. 7, 1983]

§ 210.2–02 Accountants’ reports.
(a) Technical requirements. The ac-

countant’s report:
(1) Shall be dated;
(2) Shall be signed manually;
(3) Shall indicate the city and State

where issued; and
(4) Shall identify without detailed

enumeration the financial statements
covered by the report.

(b) Representations as to the audit. The
accountant’s report:

(1) Shall state whether the audit was
made in accordance with generally ac-
cepted auditing standards; and

(2) Shall designate any auditing pro-
cedures deemed necessary by the ac-
countant 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 inde-
pendent accountants would ordinarily
employ in the course of an audit made
for the purpose of expressing the opin-
ions required by paragraph (c) of this
section.

(c) Opinion to be expressed. The ac-
countant’s report shall state clearly:

(1) The opinion of the accountant in
respect of the financial statements
covered by the report and the account-
ing principles and practices reflected
therein; and

(2) the opinion of the accountant as
to the consistency of the application of
the accounting principles, or as to any
changes in such principles which have
a material effect on the financial state-
ments.

(d) Exceptions. Any matters to which
the accountant takes exception shall
be clearly identified, the exception
thereto specifically and clearly stated,
and, to the extent practicable, the ef-
fect of each such exception on the re-
lated financial statements given. (See
section 101 of the Codification of Fi-
nancial Reporting Policies.)

[37 FR 14594, July 21, 1972, as amended at 41
FR 35479, Aug. 23, 1976; 45 FR 63668, Sept. 25,
1980; 50 FR 25215, June 18, 1985]
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§ 210.2–03 Examination of financial
statements by foreign government
auditors.

Notwithstanding any requirements
as to examination by independent ac-
countants, the financial statements of
any foreign governmental agency may
be examined by the regular and cus-
tomary auditing staff of the respective
government if public financial state-
ments of such governmental agency are
customarily examined by such auditing
staff.

§ 210.2–04 Examination of financial
statements of persons other than
the registrant.

If a registrant is required to file fi-
nancial statements of any other per-
son, such statements need not be exam-
ined if examination of such statements
would not be required if such person
were itself a registrant.

§ 210.2–05 Examination of financial
statements by more than one ac-
countant.

If, with respect to the examination of
the financial statements, part of the
examination is made by an independent
accountant other than the principal ac-
countant and the principal accountant
elects to place reliance on the work of
the other accountant and makes ref-
erence to that effect in his report, the
separate report of the other accountant
shall be filed. However, notwith-
standing the provisions of this section,
reports of other accountants which
may otherwise be required in filings
need not be presented in annual reports
to security holders furnished pursuant
to the proxy and information state-
ment rules under the Securities Ex-
change Act of 1934 [§§ 240.14a–3 and
240.14c–3].

[46 FR 40872, Aug. 13, 1981]

GENERAL INSTRUCTIONS AS TO FINANCIAL
STATEMENTS

SOURCE: Sections 210.3–01 to 210.3–16 appear
at 45 FR 63687, Sept. 25, 1980, unless other-
wise noted.

NOTE: These instructions specify the bal-
ance sheets and statements of income and
cash flows to be included in disclosure docu-
ments prepared in accordance with Regula-
tion S–X. Other portions of Regulation S–X
govern the examination, form and content of

such financial statements, including the
basis of consolidation and the schedules to
be filed. The financial statements described
below shall be audited unless otherwise indi-
cated.

For filings under the Securities Act of 1933,
attention is directed to § 230.411(b) regarding
incorporation by reference to financial state-
ments and to section 10(a)(3) of the Act re-
garding information required in the pro-
spectus.

For filings under the Securities Exchange
Act of 1934, attention is directed to § 240.12b–
23 regarding incorporation by reference and
§ 240.12b–36 regarding use of financial state-
ments filed under other acts.

[45 FR 63687, Sept. 25, 1980, as amended at 57
FR 45292, Oct. 1, 1992]

§ 210.3–01 Consolidated balance sheets.

(a) There shall be filed, for the reg-
istrant and its subsidiaries consoli-
dated, audited balance sheets as of the
end of each of the two most recent fis-
cal years. If the registrant has been in
existence for less than one fiscal year,
there shall be filed an audited balance
sheet as of a date within 135 days of the
date of filing the registration state-
ment.

(b) If the filing, other than a filing on
Form 10–K and Form 10–KSB or Form
10 and Form 10–SB, is made within 45
days after the end of the registrant’s
fiscal year and audited financial state-
ments for the most recent fiscal year
are not available, the balance sheets
may be as of the end of the two pre-
ceding fiscal years and the filing shall
include an additional balance sheet as
of an interim date at least as current
as the end of the registrant’s third fis-
cal quarter of the most recently com-
pleted fiscal year.

(c) The instruction in paragraph (b)
is also applicable to filings, other than
on Form 10–K and Form 10–KSB or
Form 10 and Form 10–SB, made after 45
days but within 90 days of the end of
the registrant’s fiscal year: Provided,
That the following conditions are met:

(1) The registrant files annual, quar-
terly and other reports pursuant to
section 13 or 15(d) of the Securities Ex-
change Act of 1934 and all reports due
have been filed;

(2) For the most recent fiscal year for
which audited financial statements are
not yet available the registrant reason-
ably and in good faith expects to report

VerDate 11<MAY>2000 07:46 May 16, 2000 Jkt 190051 PO 00000 Frm 00222 Fmt 8010 Sfmt 8010 Y:\SGML\190051T.XXX pfrm07 PsN: 190051T


		Superintendent of Documents
	2015-01-06T07:59:09-0500
	US GPO, Washington, DC 20401
	Superintendent of Documents
	GPO attests that this document has not been altered since it was disseminated by GPO




