
 

 

Don’t Forget – SEC’s New Interim 
Stockholders’ Equity Disclosure  
 

In August 2018, the SEC released a final rule updating disclosure requirements. The overall objective of the 
changes was to reduce excessive, superseded and redundant disclosure. Buried in the 308-page amendment, 
Disclosure Update and Simplification, was a new disclosure requirement effective for SEC registrants in the first 
quarter of 2019:  

 An analysis of changes in stockholders’ equity will now be required for the current and comparative 
quarter and year-to-date interim periods. Registrants will be required to provide an analysis of changes in 
each caption of stockholders’ equity and noncontrolling interests, which will need to be accompanied by 
dividends per share and in the aggregate for each class of shares. 

The disclosure must be presented in the form of a reconciliation, either as a separate statement or in the 
footnotes. The amended rule requires companies to provide information on the dividends issued and the 
relationship the dividends have to stockholders’ equity in one place, which may help investors understand some of 
management’s strategic decisions, such as dividend payout versus share buyback.   

These changes were effective as of November 5, 2018; however, because the Federal Register notification was 
delayed, the SEC extended the transition period for the new disclosure. If not already adopted, the disclosure must 
be included in the March 31, 2019, Form 10-Q. Second and third quarter 10-Qs must include both quarter-to-date 
and year-to-date periods.   

The appendix includes a summary of the other SEC disclosure changes.  

BKD has prepared a library of BKD Thoughtware® on public company reporting. Visit our website to learn more. If 
you have questions about these changes, contact your trusted BKD advisor.  

 

Contributor 
Anne Coughlan 
Director 
317.383.4000 
acoughlan@bkd.com  

 

  

 
 
 
 
 

 

 

 

 

https://www.sec.gov/news/press-release/2018-156
https://www.bkd.com/resource/2018/08/public-company-reporting
mailto:acoughlan@bkd.com


Don’t Forget – SEC’s New Interim Stockholders’ Equity Disclosure    
 

2 

Appendix – Summary of Final Rule 
The following summary highlights some of the noteworthy changes that will affect a company’s typical disclosures 
made in its SEC filings. 

Description of Business 
 Segments – The amendments eliminate the requirement to provide financial information about segments 

as part of the description of the business since generally accepted accounting principles (GAAP) and other 
sections of Regulation S-K require similar disclosures. Segment disclosures will continue to be available in 
the notes to the financial statements and, where applicable, in management’s discussion and analysis. 

 Research and Development (R&D) Activities – The SEC deleted the requirement to disclose amounts spent 
on R&D activities for all years presented because it is already covered by GAAP. However, the disclosure 
of trend information related to those items—where material—is required by Item 303 of Regulation S-K, 
and companies should continue to provide trend information disclosures in the business description 
section as necessary. In addition, the amendments do not preclude companies from continuing to provide 
voluntary disclosures of their R&D activities as part of their business description or elsewhere outside of 
the financial statements. 

 Geographic Areas – The amendments eliminate the requirement to disclose in the description of the 
business financial information by geographic area the risks associated with an issuer’s foreign operations 
and any segment’s dependence on foreign operations as both GAAP and other parts of Regulation S-K 
require similar disclosures. In addition, the SEC amended Item 303 of Regulation S-K to add an explicit 
reference to “geographic areas.” The SEC also clarified that geographic areas are an example of a 
subdivision of a business that is required to be discussed when management believes such discussion 
would be appropriate to an understanding of the business, and that discussion of geographic areas is not 
required in all circumstances. 

 Seasonality – The amendments retained the seasonality disclosure requirements in annual reports but 
eliminated Instruction 5 to Item 303(b) of Regulation S-K as GAAP—in combination with the remainder of 
Item 303—requires disclosures in interim reports that convey reasonably similar information. 

Market for Registrant’s Common Equity 
Regulation S-K requires a company to disclose basic information about the public trading market—or absence 
thereof—and historical trading prices for its common equity. This disclosure requirement has become outdated, 
given that investors can easily access a company’s stock price information on numerous free websites. As a result, 
the SEC eliminated the requirement for a company to disclose the high and low sales prices of its common equity 
for each full quarterly period within the two most recent fiscal years and interim periods and replaced it with 
disclosure of the trading symbol(s) for each class of the company’s common equity. Other specific disclosure 
requirements will apply to issuers with common equity that is traded over the counter and issuers with no class of 
publicly traded common equity. Foreign private issuers will be subject to similar disclosure requirements.  

Dividends 
The final rule requires disclosure of dividends per share in the analysis of changes in stockholders’ equity for 
interim periods. The requirement in Regulation S-K to disclose the frequency and amount of cash dividends 
declared for the two most recent fiscal years and any subsequent interim period has been removed. The final rule 
also removes the bright-line threshold, which currently requires certain disclosures about dividend restrictions 
when the restricted net asset threshold of 25 percent of total net assets has been met. As amended, the disclosure 
requirement will apply when the information is material and will not be based on a specified numerical threshold. 
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Warrants, Rights & Convertible Instruments 
The amendments eliminate the requirement to disclose on Form S-1 or Form 10 the amount of common equity 
subject to outstanding options, warrants or convertible securities when the class of common equity has no 
established U.S. public trading market.   

Ratio of Earnings to Fixed Charges 
Regulation S-K requires issuers that register debt securities to disclose the historical and pro forma ratios of 
earnings to fixed charges and issuers that register preference equity securities to disclose the historical and pro 
forma ratio of combined fixed charges and preference dividends to earnings. Regulation S-K also requires the filing 
of an exhibit setting forth the computation of any ratio of earnings to fixed charges. The amendments eliminate 
these requirements because GAAP already requires disclosure of many of the components commonly used in the 
ratio, e.g., income, interest expense and lease expense, as well as information from which other ratios may be 
computed that convey reasonably similar information about an issuer’s ability to meet its financial obligations. 

Extraordinary Items 
The SEC updated various disclosure requirements and forms to replace the outdated reference to “extraordinary 
items,” which FASB had eliminated from U.S. GAAP in January 2015. 

Interim Financial Statements — Pro Forma Business Combination Information 
The final rule removes the provisions in SEC Regulation S-X that require disclosure of pro forma revenue, net 
income, net income attributable to the issuer and net income per share for “material” business combinations. 
While the applicable disclosures under GAAP are similar, net income per share is not required; consequently, the 
change in the final rule eliminates the need to provide this information in interim periods. 

 


