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This advisory is published by Alston & Bird LLP to provide a summary of significant developments to our clients and friends. It is intended 
to be informational and does not constitute legal advice regarding any specific situation. This material may also be considered attorney 
advertising under court rules of certain jurisdictions.

Securities Law ADVISORY n

JULY 6, 2016 

SEC Proposes Increase to Financial Thresholds for Qualification as a 
Smaller Reporting Company

On June 27, 2016, the U.S. Securities and Exchange Commission (SEC) issued proposed rules that would 
significantly increase the current public float and revenue thresholds that registrants must meet in order 
to qualify as a smaller reporting company (SRC).1 If adopted, the proposal would increase the number 
of registrants that qualify as SRCs and thus are eligible to take advantage of certain scaled disclosure 
requirements for SRCs under Regulation S-K and Regulation S-X of the Securities Exchange Act.

What are the Current Smaller Reporting Company Thresholds?
Currently, SRCs generally are registrants with either:

• Less than $75 million in public float as of the last business day of their most recently completed second 
fiscal quarter, or

• Zero public float and annual revenues of less than $50 million during the most recently completed 
fiscal year for which audited financial statements are available.

What are the Proposed Smaller Reporting Company Thresholds?
The proposed rules would increase these thresholds to:

• Less than $250 million in public float as of the last business day of their most recently completed 
second fiscal quarter, or

• Zero public float and annual revenues of less than $100 million during the most recently completed 
fiscal year for which audited financial statements are available.

1  The SEC release announcing the proposed amendments is available at https://www.sec.gov/rules/proposed/2016/33-10107.pdf 
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As with the current definition, a registrant that is filing its initial registration statement will calculate its 
public float as of a date within 30 days of filing the registration statement.

How does a Non-Smaller Reporting Company Qualify as a Smaller Reporting Company 
at a Later Date?
Under the proposed rules, a company that has determined that it does not qualify as an SRC will remain 
unqualified until its public float is less than $200 million on the last business day of its most recently completed 
second fiscal quarter. For zero public float companies, under the proposed rules, the company will remain 
unqualified until its annual revenues are less than $80 million for its most recently completed fiscal year.

How do the Proposed Amendments Affect the Definitions of “Accelerated Filer” and 
“Large Accelerated Filer?”
The proposed amendments do not change the public float thresholds that determine when a registrant 
would qualify as an accelerated filer or a large accelerated filer. However, the proposed amendments would 
eliminate the provision in each definition that specifically excludes registrants that qualify as SRCs. As a 
result, the proposed amendments would preserve the current thresholds for accelerated filers and large 
accelerated filers.  

Therefore, if a registrant has a public float between $75 million and $250 million, even though it would 
qualify as an SRC under the proposed rules for purposes of the scaled disclosure requirements, it would 
still be a large accelerated filer or accelerated filer, as applicable based on the registrant’s public float. These 
registrants will still have to comply with (i) the accelerated filer deadlines for their periodic reports, and  
(ii) the requirement to provide an auditor’s attestation of management’s assessment of internal controls 
over reporting (as required by Section 404(b) of the Sarbanes-Oxley Act of 2002).

What Scaled Disclosure Accommodations are Available to Smaller Reporting Companies?
SRCs have the option of providing less disclosure in certain areas than other registrants. Some of the scaled 
disclosure options provide shorter time periods for certain disclosure items required under Regulation S-K, 
such as a three-year description of the development of the company’s business instead of five and covering 
a two-year period in Management’s Discussion and Analysis (MD&A) and the summary compensation table 
as opposed to three years for non-SRCs.  

Additionally, certain items are not required at all for SRCs, including:

• A stock performance graph

• Selected financial data 

• Supplementary financial information 

• Quantitative and qualitative disclosures about market risk 
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• Compensation discussion and analysis 

• Various tables related to compensation

• Policies and practices related to risk management

• The new pay ratio disclosure

• Policies/procedures regarding related party transactions (although SRCs are still required to disclose 
related-party transactions that occurred in the past two years in their proxy statement)

• Compensation committee interlocks

• Compensation committee report

• Ratio of earnings to fixed charges

• Risk factors 

In addition, under Regulation S-X, financial statements are only required for two years for SRCs rather than 
three years for non-SRCs. There are also fewer circumstances under which pro forma financial statements 
are required and less stringent requirements for the age of financial statements. A table summarizing the 
scaled disclosure under Regulation S-K and Regulation S-X is provided below.

Looking Forward
If adopted, the proposed amendments to the definition of an SRC would increase the number of registrants 
that are eligible to take advantage of scaled disclosure requirements. Companies should calculate their 
public float as of the end of their second fiscal quarter, June 30, 2016 for calendar year companies,  
to determine whether they would qualify as an SRC in the upcoming year if the rules are adopted as proposed. 
Companies may comply with scaled disclosures on an item-by-item basis, and those who meet the new 
proposed thresholds may begin analyzing how to best implement the scaled disclosure requirements. 
These scaled disclosures may reduce compliance costs and generate cost savings for newly eligible SRCs.
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Scaled Disclosure Under Regulation S-K and Regulation S-X
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For other related securities advisories, click here. If you would like to receive future Securities Law Advisories and Alerts electronically, 
please forward your contact information to securities.advisory@alston.com. Be sure to put “subscribe” in the subject line.

If you would like more information, please feel free to contact one of the attorneys in our Securities Group.

ATLANTA: One Atlantic Center n 1201 West Peachtree Street n Atlanta, Georgia, USA, 30309-3424 n 404.881.7000 n Fax: 404.881.7777 
BEIJING: Hanwei Plaza West Wing n Suite 21B2 n No. 7 Guanghua Road n Chaoyang District n Beijing, 100004 CN
BRUSSELS: Level 20 Bastion Tower n Place du Champ de Mars n B-1050 Brussels, BE n +32 2 550 3700 n Fax: +32 2 550 3719
CHARLOTTE: Bank of America Plaza n 101 South Tryon Street n Suite 4000 n Charlotte, North Carolina, USA, 28280-4000 n 704.444.1000 n Fax: 704.444.1111
DALLAS: 2828 North Harwood Street n 18th Floor n Dallas, Texas, USA, 75201 n 214.922.3400 n Fax: 214.922.3899
LOS ANGELES: 333 South Hope Street n 16th Floor n Los Angeles, California, USA, 90071-3004 n 213.576.1000 n Fax: 213.576.1100
NEW YORK: 90 Park Avenue n 15th Floor n New York, New York, USA, 10016-1387 n 212.210.9400 n Fax: 212.210.9444
RESEARCH TRIANGLE: 4721 Emperor Blvd. n Suite 400 n Durham, North Carolina, USA, 27703-85802 n 919.862.2200 n Fax: 919.862.2260
SILICON VALLEY: 1950 University Avenue n 5th Floor n East Palo Alto, California, USA, 94303-2282 n 650.838.2000 n Fax: 650.838.2001
WASHINGTON, DC: The Atlantic Building n 950 F Street, NW n Washington, DC, USA, 20004-1404 n 202.239.3300 n Fax: 202.239.3333
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