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73. As noted abOve, governments have for a long time imposed rules regarding account-ing. This is more true
today than ever before. Generally speaking, there are two key typesof regulatory requirements that give rise to such
rules——what one legal scholar has called [J iC] the "dispositive" requirements and [J ii(] the "disclosure”
requirements applicable to businessorganizations. 74. Dispositlve requirements may be described as those that
require a company to take,or to refrain from taking, a particular kind of action if a certain financial situation exists.
Forexample, a company may be prohibited from paying a dividend to its shareholders unless itsassets or earnings
exceed stated amounts; or a corporation may ha required to declare bank-ruptcy if the level of its assets falls below
the level of its liabilities. In such cases, of course,it is very important to know how to calculate the value of assets and
liabilities.75. Disclosure requirements are those that obligate a company's management to reportperiodically to its
owners or to their representatives. These are designed mainly to enablethe owners [J for example, shareholderst]
to make collective decisions abOut the managementof the company, or to make individual decisions about selling
or buying interests in the com-pany. But these periodic reports are also read by many others——government
regulators, po-tential investors, and workers——wbo pass scrutiny on the company for various reasons.76.
Disclosure requirements have recently become especially demanding in many coun-triea particularly those that
have operating within their borders many companies that arelarge and that engage in complex transactions. For
example, businesses increasingly under-take transactions in "derivative financial instruments” such as futures and
forward contracts,which frequently can help a business manage certain price risks and financial risks relating toa
business' other assets and liabilities[]
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