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SEC ANNOUl'CES RULINGS ON "INDEPENDENCE" OF ACCOUNTANTS 

"," '1''' Securities and Exchange~ission today announced the publication of a'summaryo.f 
past a~nl'trative rulings by theCOMIiiission dealing with the independence of accountants.WI)o
certify f1panc1al statements filed with the Commission pursuant to the requirements of th.several. 
laws it adininisters.' 

these laws Eli ther require or give the Commission power to r.eq\l1l'e that Unanc:1altrtat. .... 
'lle'ntJfHedwithit be certified by "independent" accountants, and with minor exceptions the 0._ 
IId.s$~pn"s ,wles require that such statements be SO certified. While the concept of independ~nte
W8$.,.w~l1 developed and the value of, a review by independent accountants who are 1n no way .GOl'Ultlcted 
"itft the business was established before enactment of the Securities Act of 1933, its pauage is 
~'i8lPortant landmax-k in the development of the concept of the responsibility of the lndepel'ld&nt 
accoUntant to the investor and the public. The Senate Banking and Currency Comm1tteereC09ni:~ed ' 
that the agency administering the law sheuld have full and adequate authority to procure wbattye%' 
infgrmaUonmight be neeessi:\ry in carrying out its provisionsl and it considered tn,adv'1sablUty
of requiring the audit to be made by accountants on the staff of the agency. However,itwa.s 
deemed essential to refrain from placing upon the age'ncy the duty of pass1ngjud9te.nt upcn the 
soundness of any {securitYl and the bill as passed required certification by lndepel'ldentpullH1: 
acco\.lntants. 

The requirement that industry furnish financial statements certified by Jndependent 
accountants imposes upon the Commission the responsibility of ascertaining whether audits pu<tt~nt
to' its requirements are made by qualified independent accountants. Reflecting this conoel'1l, 
Rule n(e) of the Commission's Rules of Practice provides that the Commission may disqual1fy, and. 
deny., t.emporarily or permanently, the privilege of appearing or practicing before it to any . 
accwntantwho is found by the Commission, after hearing, not to possess the requisite quaUfi"
cations t·o represent othersl or to be lacking in character 'or integrity, or to have engagec;lin 
unethical or improper profession~l conduct. These proceedings, which are rare, are conducted 
privately and mayor may not result in a published de'cision by the Commission. Thi$ ,concern also 
16 reflected in the Commission' saccounting rules (Regulation S-X), under which probl..me arise 
fr08l time to time with respect to the question whether particular relationshps ,between an accouo
tant.and the company whose financial statements he certifies~ are of a nature which woulidprej\.ldice 
t~eP.independent" status of the accountant. 

,InadJninistering this Regulation. the Commission has not attempted to set up objectlve 
sta~rcU formeasurin9 the qualifications of accountants other than requiring that they be in 
good !it.andingancl entitled t,o practice as independent accountants in their' place of re~idence 
or e:1Oei'J>a1 offioe. HO'wever. it is expected that the.y will have adequate technical training and 
proflci$1'h:yaod wiUoQnducttneir audit in a wqrkmanlike mannerio accordance with generally
aecflPw.fd ,auditing standards. Rule II (e) of the Rules of Practice recognizes that ethical and 
PrOf~sionall'es.ponsibil1ty is founded upon character and integrity. 

Th.,.~onimi6sion has consistently held that the question of'independence 15 one of fact, 
~~4let,rm~:ned in the light of all the.pertinent circumstances in a 'Particular case, butUts 
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JlOtPl'.ctieahle to ldenti fy all of thec1rcumstanc~s~le;nmi~p' .... nl J)tm1tant

J~~nc:leot. Tn. CoDnissionhas stated.. ". II anaccount.n,.wi~lhee;. . 1itd.1\Ot

"l~n1:'esPftct to aoy person or any of ltsparents orsubsldhl'i~8,l;ft.hom"ja$, or "+d ' the

periOd of' r'Port t any.direct . financial interest or any materhl ,1ridbectUll$.oclalintere.t,br

wlth whomhe is. or was during such period, c~nnected as apromoter,ullderwriter,voung t~ee,

tU.rector, officer,or employee." .


. Ac1ministrativeruUngs on the question of "independence" hav~been made by fbe' C~ssic 
from time to time. Today's announcementsunmarizesthese rulings for the infol'll\ation and g1.Ildance 
ofp,racticingaccountants. The Commissionnoted, howeve:r,that· a finding in a parUculO-'ca$. 
that. an accountant is not indepelldent ullder its rules does not necessarily reflect on hi'n~Ofes
slonal si;allding or qualification to serve other companies whose financial reports are filed with 
theCOI'Diss1on. 

AMERICAN INVESTMENT (ILL.) FILES STOCK OPTION PLAN 

. _rican Investment Companyof Illinois, 8251 Maryland Ave•• St, Loyis, fUed a regis
trationstatement (File 2-14596) with the SEC on December10, 1958, seeking registrat1OJ1of 13,ae(
s1:ta1:'eso,{ its stock issuable exercisable conaenclng January 2, 1959, ~IcOl'QlllOn under stock options

anad.d,.tional 23,710 COllllnOn issuable under stock options exercisable 3,
shares c01JlDencingJ'a~ua1:y

l~.", lhe 13,880 shares are issuable to key employees of subsidiaries of tn. companyentitled to

~challe$hares. pursuant to Option Warrants issued in 1956; and the 23,710 $hares are i'ssuable to

~Y8IBP1~yees of subsidiaries entitled to purchase shares issuable pursuant to. Option warrants

iSsued:tn 1957,


CITIES SERVICE STOCK DIVIDEND PROPOSAL FILED 

Cities Service Company,NewYork, has filed a proposalwUh the sec f~r isSuance of

210,37~shares of its $10 par commonstock, to be distributed asa stock dividend,. and tile Com

m1.dOll has issued an order (Release 35-13883) giving interested persons until Dee_er 24, 1958,

*or.~st a hearing thereon.


The 2% stock dividend distribution would be madeby Cities on or about January 22,1959

to. it,. stockholders of record December1, 1958, on the basis of one new share for each 5Cshar,s

of its. outstanding 10,518,804 commonshares. Cities proposes to assign a value of 157 per shan

to ,each share of the dividend stock, or an aggregate of $11,991,432. .


COLONIAL FUND AUTIDRlZED TO PURCHASE NORTHWEST AIRLINE STOCK 

The sa:; has issued an exemption order (Release 40-.2803) authorizing The Colonial Fu~, 
.Inc •• psston investment company, to purchase up to 16,000 shares out of anoifering .of 449,04Q sh 
ofCtlllp~at1vePreferred Stock, 5i% Convertible Series, being offered by Nortf)wttstAirl.1~s,~nc., 
f0l;:5~$cription by its stockholders at $25 per share. Munderwr1t.1ng group whldtlnc.l~de&~;rs 
~ston,Corporation and Kidder, Peabody & Co. will purchaseunsubscdbed shares. >Dftca~.eof ~'.' 
a.ff.llJ,tUonwith these two firms, Colonial Fundt s purchase of Northwest Airlines~~kh J')~b~t
Dyp1'ovJ..sionsof the Investment CO!llPanyAct in the absence of anextRlJ)tiono~erbYthee' ... . (l 
1tp~'$$·toacquire the shares at the public offering price frqm membersoftl1jUAGem"t 

<.o;r~J.l,tng 9rOUPother than First Boston and Kidder. 

***** 
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Wall SUeet Planning Corporation, Boston, Mass. investment company, filed an amendlaent 
De~ 10, 1958 to it~r~g:istration statement (File 2-12757) seeking registration of an 
itio(l41$6,OOO,OOOoi Systematic Investment Programs and Systematic lnyestment Programs with 
up ,Cr.n:it~r Life Insurance Protection and $1,000,000 Single Payment Investment Programs. 

BIG HORNMT. URANIUM SUSPENDEDOFFERING 

Tt{e Securities and Exchange Conmission has issued an, order {Release 33-40(6) temporal'llY 
sP!J~i.n9-a Regulation A ex~ption from ,registration under the Securities Aet of 1933 with res~ 

o apubli:c o!fering of stock by Big Horn Mountdn Gold and Uranium Company, 1424 Pearl St., 

Rfitgulation A provides a conditional exemption from Securities Act registration, w~th 
•	 specttopubl1c offerIngs of securities not exceeding $300,000 in amount. On February*ell9&6.. 
19 liorn filed a notification with the Commission proposing the public offering of 7,500,000 ShaHS 
f itSCOQIlOrl stock at 3t per share pursuant to such an exemption. The Connission'$ suspen$l~ 
rder asserts that the tems and conditions of Regulation A have not been complied with •. that Big 
J:'n'snotificationand offering circular are false and misleading in respect of certain material 

acts', and ,th~t its stock offering "has been and would be made in such manner as to operate as' .a 
~aud and deceit upon purchasers." The order provides an opportunity for hearing, upon request, on .... 

stioo'whether the suspension should be.vacated or made permandnt. 
" '~cording to the Commission's order, Big Horn's notification and offering circular are


aise and misleading by reason of 11) the failure to show that Lamey and Co., the underwriter, .1$

t inbus1ness at the address shown in the offering circular or in Colorado and 1s not licensed


sa~roker-dealer in ColoradoJ and (2) the failure to reflect the current status of perfonnanct

f work obligations under the company's lease of mining properties. '


With respect to non-compliance with Regulation A, the order further aasertsthat certain 
ales material has been used prior to 1ts filing with the Commissio~J that sales of stock have

en made In states other than those listed in the notificationl and that sales also have been

de at prlees other than those set forth io the offering circular.


Sa::;COMMENCES VEDITZCO. REGISTRATION ACTIONAGAINST

The Securities and Exchange Commission has ordered proceedings under the Securities

xchange Ac1;of 1934 to determine whether Jean R. Veditz Co., Inc., 160 Broadway, NewYork,has

iolated the anti-fraud and other provisions of the Federal Securities Laws and,if so, whether

ts broker-dealer registration should be revoked. A hearing for the purpose of taking evidence

herein is scheduled fOJ:;December 18, 1958, in the Conmission's NewYork Regional Office.


According to the Connission's order, Veditz Co. became registered as a broker-dealer

n March 2, 1957J Jean R. Veditz is president and owner of all its outstanding cODIBOnstockJ and

nGGlastein serves as supervisor of its sales operations •


.'. .. Ipe CqmInlssion's order asserts that information developed 1n an investigation conducted 
it.' Staff tends to show that, during the period July 1, 1958, to date, Ved1tz: Co., Veditz and 

ol<l$teln, in. connection with their offering and sale of Class A cOIIIDOnstock of Universal Dr1111ng
~y;.~~., "engaged in acts, practices and a course of business which would and dld operate 
s a;fl"aud and deceit upon persons," in that they made false and misleading statements ofmatedal 
acta and .Qm1tted to state matexialfacts concerning, among other things, the listing of the 
1'li"'J?'S'~stoelc.on an exchange and the profitable operations earnings and dividends of tbatt 

·FUl'ttteJomore, according to the order, <a> they.failed to comply with the Securities Act 
'I''''~bements 111 the offering and sale of the Universal stock, (b) Vedltz Co.,VedU·z


..f"<land soldCQDllOn stock of MoPQ-Kearsarge Consolidated M1n'1ng Company dUring

. .1157. t .. Hove$be1'1~8 "hen no SecuritlesAct registrat10n statement had he,n


'.~a.~~ch sto~.and (tl V.aitz Co. and VedUz are pB'UJWttly enjoined 

Contl~ 



1958 

'b1 \.~{2$, 1958, dec:reeof the Stipr~ bourt 
,f,;~.ngagtJl9 in and cont1rtuing certain conduct and. pr,ac1:1o.. :Sn, 
~l. ,o( securities • 

. ', ' At the December18th hearing. inquiry will be eondu~tedlnto the, foregoing matt.H>'ior 
':tnepurpose of determining whether VedUz Co., Veditz and Goldstein have wllIPlly violated ',tll8
.'J'e9istration and anti-fraud provisions of the Federal Securities Laws, and., 1f 80.whetn.:t the 

broker-dealer registration of VedUz Co. should be revoked. 

sse COMPLAINT FILED AGAINST vaorrz CO. AND LEDERSR CO • 

.'..' "The SEC NewYork Regional Office announcedDecetRber9, 1958. that. complaint bad been 
f:11jd.(UstC,SDNY )eharging Jean R. Veditz Co.. Inc., J. H. Lederet' Co•• !nc., and various 
officerssndother ind1vidualswith fraudulent m1srepresentatio~s in the sale of universal .. iUin 
e"ny,lnc. stock (Lit. Release No. 1370). Previously, the CoaID1ss1on~t'ed~dm1niatrative 
p1"~edln9sa9ainst J. H. LedererCo., Inc., ~ Beaver St., NewYork City,c1larglngthat:e..,any 
dtbfraUdin the sale of Continental Mining Exploration Ltd. stock (See Release 3+-!.'99l.. The 
h"al'i"9inthe latter proceedings is scheduled for December15, 1958, in the C_isaionfs ... York 
R~9ionjl Office). ' 
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