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70 15 U.S.C. 80a–1, et seq.
71 17 CFR 274.11b.
72 17 CFR 274.11c.
73 In order to provide Canadian issuers using the

MJDS with the same flexibility to deliver disclosure
documents with abbreviated financial statements as
all other issuers, the Commission proposes to
amend the MJDS registration forms to permit
eligible Canadian issuers to include abbreviated
financial statements in MJDS disclosure documents
delivered to U.S. investors, notwithstanding the
Canadian requirements that would otherwise apply.

74 See Items 17 and 18 of Form 20–F.
75 17 CFR 210.3–19. Proposed Item 305(f)(2) of

Regulation S–K.
76 Proposed Item 305(f)(1) of Regulation S–K.

77 Proposed Item 305(b)(5)(i) of Regulation S–K.
While interim financial statements prepared under
existing rules (Article 10 of Regulation S–X) omit
substantially all footnote disclosures required under
GAAP, disclosures required to be included under
Article 10 differ in certain respects from those
proposed for annual abbreviated financial
statements. For example, Article 10 calls for
disclosure of material changes in the status of long-
term contracts, while Item 305(b)(3) does not. If
issuers were not required to conform the basis of
presentation of annual and interim financial
statements, certain matters required to be disclosed
in interim financial statements would be included
in a disclosure document that would not have been
disclosed in the abbreviated annual financial
statements, had the matter occurred during the most
recently completed fiscal year.

whether the ability of a registrant to
include abbreviated financial statements
of a third party should be based solely
on the registrant’s eligibility, or whether
different or additional eligibility criteria
should be established. For example,
should a Form S–4 registrant be
permitted to include abbreviated
financial statements of a target company
if the target company has an acceptable
independent accountant’s report on its
full financial statements but the
registrant does not satisfy the
abbreviated financial statement
eligibility criteria?

Investment companies registered
under the Investment Company Act of
1940,70 and business development
companies, a type of investment
company with securities registered
under Section 12 of the Exchange Act,
would not be eligible to use abbreviated
financial statements. The Commission
does not believe that it is necessary to
extend the proposed amendments to
these types of companies because they
generally have fewer note disclosures.
As proposed, the amendments would
allow insurance companies that are the
issuers of variable life insurance
contracts and register on Form S–6
under the Securities Act to provide
abbreviated financial statements in the
prospectus for these types of securities.
Insurance companies that issue variable
annuity contracts and register on Forms
N–3 71 or N–4 72 would continue to be
required to provide their full financial
statements, which currently are made
available to investors only upon request
in a Statement of Additional
Information. The Commission requests
comment on whether insurance
companies should be permitted to use
abbreviated financial statements in
connection with the sale of variable
annuity contracts.

D. Foreign Issuers
Pursuant to the proposed

amendments, foreign issuers that meet
the eligibility requirements would be
able to elect to include abbreviated
financial statements in delivered
disclosure documents. This would
include Canadian issuers using the
multijurisdictional disclosure system
(‘‘MJDS’’).73 As is currently the case

with full financial statements of foreign
issuers, the informational content of the
abbreviated financial statements of
foreign issuers would have to be
substantially similar to the abbreviated
financial statements of domestic
issuers 74 and would be provided for the
periods specified by Rule 3–19 of
Regulation S–X.75

As with full financial statements of
foreign issuers, the abbreviated financial
statements could be prepared either on
the basis of U.S. GAAP or on a
comprehensive body of accounting
principles other than U.S. GAAP.76 If
the abbreviated financial statements
were prepared on a basis other than U.S.
GAAP, the required note disclosures
would include the same matters as those
required in the abbreviated financial
statements of domestic issuers, and an
additional note containing the
quantitative reconciling information
required by Item 17(c) or Item 18(c), as
applicable, of Form 20–F also would be
provided. However, a foreign issuer that
follows Item 17 of Form 20–F in
preparing its full financial statements
would omit from the notes to the
abbreviated financial statements any
disclosures that are not required by Item
17, even if those disclosures otherwise
would be required by proposed Item
305. Comment is solicited as to whether
a more abbreviated or otherwise
different reconciliation should be
required.

E. Use of Abbreviated Financial
Statements to be at Registrant’s Option

Under the proposed amendments, a
registrant would have the option
whether or not to include abbreviated
financial statements each time it
prepared one of the specified disclosure
documents for delivery to investors,
provided that the registrant met the
eligibility criteria for using abbreviated
statements described above. For
example, a registrant could elect to
include abbreviated financial statements
in its annual report to shareholders
delivered to investors, but decide to
include full financial statements in a
Securities Act prospectus delivered a
few months later, or vice versa. The
registrant also might choose to include
abbreviated financial statements relating
to its existing business in a proxy
statement and full financial statements
relating to an acquired business in the
same proxy statement, or vice versa.

However, with respect to a particular
disclosure document, for purposes of

comparability and consistency, the
proposed rules would require the
interim financial statements of a
particular entity to be presented in the
same manner as the annual financial
statements of that entity. For example,
if a prospectus included abbreviated
annual financial statements of the
registrant, the interim financial
statements of the registrant included in
the same prospectus also would have to
be abbreviated.77

Comment is solicited as to whether
registrants should be able to include
abbreviated financial statements in
some of the specified delivery
documents and not others, or whether
they should be required to make an
election and consistently include
abbreviated or full financial statements
in their delivery documents. Comment
also is solicited as to whether interim
financial statements of a particular
entity should be presented in the same
manner as the entity’s annual financial
statements. Additional comment is
requested on whether it would be
appropriate for a registrant to select one
option with respect to its own financial
statements and a different one regarding
the financial statements of another
entity whose financial statements are
required in the disclosure document.

F. Report of the Independent
Accountant on the Abbreviated
Financial Statements

Proposed Item 305 would require the
abbreviated financial statements
delivered to investors to be
accompanied by a report of the
independent accountant. The rule
would specify that the report must
contain: (1) a statement that the
abbreviated financial statements were
examined in connection with an audit
of the registrant or other entity’s full
financial statements; (2) a complete
description of the opinion rendered by
the independent accountant on the full
financial statements, including any
explanatory language included in the
report on the full financial statements;


