
SEC ISSUES REGULATORY RELIEF AND
SIMPLIFICATION FOR 

SMALLER REPORTING COMPANIES

The Securities and Exchange Commission (SEC)
has adopted a new system of disclosure rules for
smaller companies filing periodic reports and
registration statements with the SEC.  The new rules
are effective February 4, 2008 and can be found at
www.sec.gov/rules/final/2007/33-8876.pdf.  They are
scaled to reflect the characteristics and needs of
smaller companies and their investors.  They
replace the disclosure requirements formerly in the
SEC’s Regulation S-B, which applied to “small
business issuers”. 

Under the new rules, most companies previously
filing as “small business issuers” or “non-accelerated
filers” will now qualify as “smaller reporting
companies” and will be eligible for the new scaled
disclosure requirements.

Qualifications of a 
Smaller Reporting Company

An issuer-company qualifies as a smaller reporting
company if it:

(1) Has a common equity public float, calculated as
of the last business day of its second fiscal
quarter, of less than $75 million, or

(2) Is unable to calculate its public float and has
annual revenue (in their last fiscal year) of $50
million or less.

Prior to the new rules, a company qualified as a
small business issuer if it had less than $25 million
in public float and less than $25 million in annual
revenue.  Companies that did not qualify as a small
business issuer, but had a public float of less than
$75 million, qualified as a non-accelerated filer.
Clearly, more companies will now qualify as a
smaller reporting company and be eligible for the
scaled disclosures.

Under the same criteria, foreign companies can
qualify as a smaller reporting company if they use
domestic forms (instead of special “F” forms) and if
they prepare their financial statements in
accordance with U.S. Generally Accepted
Accounting Principles (GAAP).

Transition Period for 
Current Small Business Issuers

Prior to the new rules, small business issuers filed
their registration statements and period reports
using SEC forms with the designation “SB”.  They
now have the option to file their next annual report
for fiscal years ending on or after December 15,
2007 on either Form 10-KSB or Form 10-K and may
continue to file their periodic reports using  Form 10-
QSB until the filing of their next annual report.

Forms SB-1, SB-2 and 10-SB cannot be used after
February 4, 2008.

Principal Differences for the Current
Small Business Issuer

There are some numbering differences in the index
between 10-KSB and 10-K.  Other differences that
may be noticed by current small business issuers
include:

• no longer required to state revenues for the
most recent fiscal year on the cover page;

• no longer required to state public float as of a
specified date within the last 60 days; instead
the public float noted on the cover page of the
10-K is calculated as of the last business day of
the company’s most recently-completed second
fiscal quarter;

• be able to choose to comply with the smaller
reporting company scaled item requirements
OR larger company item requirements (except
Item 404 - Transactions with Related Persons)
in Regulation S-K on an item-by-item basis;

• be required to check a box on the cover page of
the filing indicating status as a smaller reporting
company; and

• if a Canadian small business issuer, now be
required to present financial statements in
accordance with U.S. GAAP.



Principal Differences for the
Current Non-Accelerated Filer

Many companies that filed 10-Ks and 10-Qs as non-
accelerated filers may now qualify as smaller
reporting companies and be eligible for the scaled
disclosure requirements.

Scaled Disclosure
Requirements

The most significant disclosure differences between
the smaller reporting company requirements and the
large reporting company requirements are
summarized as follows:

Item 101 - Description of a Business - In a
registration statement, a smaller reporting
company only is required to describe the
development of its business for the last three
years, as opposed to the last five years for other
issuers.

Item 201 - Common Equity and Related
Stockholder Matters - A smaller reporting
company is not required to furnish a stock
performance graph.

Item 301 - Selected Financial Data - A smaller
reporting company is not required to file
selected financial data.

Item 302 - Supplementary Financial Data - A
smaller reporting company is generally not
required to file selected quarterly financial data.

Item 303 - Management’s Discussion and
Analysis - A smaller reporting company must
provide only two years of analysis if it presents
only two years of financial statements, and a
smaller reporting company is not required to
provide tabular disclosure of contractual
obligations.

Item 305 - Market Risk Disclosures - A
smaller reporting company is not required to file
the quantitative and qualitative disclosures
about market risk.

Item 402 - Executive Compensation - A
smaller reporting company need only provide
disclosures for three named executive officers,
instead of five and provide other tables for only
two years instead of three.  In addition, a

smaller reporting company is not required to
provide a Compensation Discussion and
Analysis.

Item 404 - Transactions with Related
Persons - This item is currently the only
instance where Regulation S-K specifies more
rigorous disclosures with which a smaller
reporting company must comply.  Among other
items, a smaller reporting company must
disclose transactions with related persons that
exceed the lesser of $120,000 or 1% of its
average of total assets for the last two com-
pleted fiscal years (versus a single $120,000
disclosure threshold for larger issuers).

Item 503 - Risk Factors - A smaller reporting
company is not required to disclose Item 503
risk factors.

Financial Statement 
Requirements

The SEC final rules adds Article 8 to Regulation S-X
specifying the financial statement requirements for
smaller reporting companies.  Article 8 requires an
audited balance sheet as of the end of the two most
recent fiscal years (versus one balance sheet
required for a small business issuer under
Regulation S-B) and audited statements of income,
cash flows, and changes in stockholders’ equity for
the two most recent fiscal years (versus the three
fiscal years otherwise required of larger issuers).  
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