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 SEC Proposes to Increase the Number of Smaller Reporting Companies  
 

The Securities and Exchange Commission (“SEC”) recently proposed amendments to its “smaller 

reporting company” (“SRC”) definition to expand the number of companies qualifying as SRCs.
1
  Companies 

who qualify as SRCs can benefit from so-called scaled disclosure accommodations, which are intended to lessen 

the burden of complying with SEC disclosure requirements.
2
 The SEC has requested comments on the proposed 

amendments by August 30, 2016. 

 

I. The Current Rules 
 

Under the current rules, a company that is a reporting registrant qualifies as an SRC if it (1) has less than 

$75 million in public float
3
 as of the last business day of its most recently completed second fiscal quarter; or (2) 

if it has zero public float and annual revenues of less than $50 million during its most recent fiscal year for which 

audited financial statements are available.     

 

Companies that do not currently qualify as SRCs must wait until their public float falls below $50 million 

or, if they have zero public float, until their revenues fall below $40 million, in order to qualify.  These lower 

thresholds for non-qualifying companies are intended to avoid situations where companies enter and exit SRC 

status due to small fluctuations in their public float or revenue.  

 

II. The Proposed Amendments  
 

If the proposed amendments are adopted, the thresholds to qualify as an SRC would be increased (1) to 

$250 million in public float; or (2) to $100 million in annual revenues if there is no public float.
4
   

 

Additionally, under the proposed amendments, companies who determined they do not currently qualify 

as an SRC would qualify when their public float fell below $200 million or, if they had zero public float, when 

their revenues fell below $80 million. 

 

In connection with the proposed amendments to the SRC definition, the SEC is also proposing to amend 

its definition of “accelerated filer” so that the changes to the SRC definition would not affect the determination of 

which companies would be “accelerated filers.”  

 

 

 

                                                 
1
 See Amendments to Smaller Reporting Company Definition, Release Nos. 33-10107; 34-78168; File No. S7-12-16 (June 27, 

2016) (“Proposed Release”), available at https://www.sec.gov/rules/proposed/2016/33-10107.pdf.  
2
 These accommodations include presentation of two years rather than three years of audited financial statements, a 

management’s discussion & analysis of two rather than three years and reduced executive compensation disclosure. A 

chart summarizing the disclosure accommodations currently available to SRCs is attached as Annex A.  
3
 The definition of SRC provides that a company’s public float is computed by multiplying the aggregate worldwide number 

of shares of a registrant’s voting and non-voting common equity held by non-affiliates by the price at which the common 

equity was last sold, or the average of the bid and asked prices of common equity, in the principal market for the common 

equity. 
4
 For initial filers, the public float threshold would continue to be calculated as of a date within 30 days of the filing of the 

initial registration statement.  
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*           *           * 

 

If you have any questions about the issues addressed in this memorandum or if you would like a copy of 

any of the materials mentioned, please do not hesitate to call or email Charles A. Gilman at 212.701.3403 or 

cgilman@cahill.com; Jon Mark at 212.701.3100 or jmark@cahill.com; or John Schuster at 212.701.3323 or 

jschuster@cahill.com. 
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This memorandum is for general information purposes only and is not intended to advertise our services, solicit clients or represent our legal advice. 
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Annex A 

 

Smaller Reporting Company Scaled Disclosure Accommodations  
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