
 

 

SEC Streamlines Acquisition & Disposal Disclosures  

 

On May 20, 2020, the SEC approved extensive changes to simplify Regulation S-X disclosure requirements and 
reduce the complexity and costs of preparing financial information related to acquisitions and dispositions of 
businesses. The rules become effective on January 1, 2021, and companies can apply the rules early.  

Background & Overview 
The rule changes are intended to help public companies and investment companies determine whether a 
subsidiary or an acquired or disposed business is significant. This determination dictates whether an SEC registrant 
is required to provide additional financial information on its business acquisitions and dispositions. When a 
company acquires a significant business, Rule 3-05 (or Rule 3-14 for real estate operations) generally requires the 
company to provide separate audited annual and unaudited interim pre-acquisition financial statements for that 
business. The number of years of financial information to be provided depends on the relative significance of the 
acquisition to the company.  

Under Article 11 of Regulation S-X, registrants that are required to file Rule 3-05 or Rule 3-14 historical financial 
statements also are required to file unaudited pro forma financial information relating to an acquisition or 
disposition, which typically includes a pro forma balance sheet and pro forma income statements based on the 
historical financial statements of the registrant and the acquired or disposed business. Pro forma financial 
information includes adjustments intended to show how the acquisition or disposition might have affected those 
financial statements. 

The definition of a significant subsidiary is generally evaluated with three tests—the investment, income and asset 
tests. These tests are set forth in Rule 1-02(w) of Regulation S-X for public companies and in Rule 3-14 for real 
estate operations. Updates to the significance tests include: 

 Revising the investment test to compare the registrant’s investment in and advances to the tested 
business to the registrant’s aggregate worldwide market value of voting and nonvoting common equity 

 Revising the income test to include a two-part trigger—one based on revenue and one based on income 
or loss from continuing operations attributable to controlling interests  

The changes also would: 

 Reduce the maximum number of years for which audited financial statements of the acquired business 
are required under Rule 3-05 from three to two 

 Increase the significance threshold for providing pro forma information in connection with a disposal of a 
business from 10 percent to 20 percent 

 Permit the use of abbreviated financial statements for the acquisition of net assets that constitute a 
business but not a separate entity, subsidiary, segment or division  

 Codify existing practice for the acquisition of a business that includes significant oil- and gas-producing 
activities and permitting the use of abbreviated financial statements 

 Amend the pro forma financial information requirements to include separate disclosure of Transaction 
Accounting Adjustments, Management’s Adjustments and Autonomous Entity Adjustments 

 Eliminate the requirement for separate acquired business financial statements once the business has 
been included in the registrant’s post-acquisition audited financial statements for a complete fiscal year 

 Update smaller reporting company (SRC) requirements in Article 8 of Regulation S-X 
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 Permit the use of or reconciliation to International Financial Reporting Standards (IFRS) as issued by the 
International Accounting Standards Board (IASB) instead of U.S. generally accepted accounting principles 
(GAAP) in certain circumstances  

For real estate operations, the changes: 

  Align Rule 3-14 with Rule 3-05 when no unique industry considerations exist 

 Eliminate existing practice that frequently led to the filing of financial statements of the lessee or 
guarantor in connection with the acquisition of a real estate operation that is subject to a triple net lease 
with a single lessee 

 Explicitly require interim financial statements 

Specific to investment companies, the final rule would: 

 Expand Rule 1-02(w) to create a separate definition of significant subsidiary for investment companies, 
which would use an investment test and an income test, but not an asset test 

 Add a new Rule 6-11 to Regulation S-X to address specific issues unique to acquisitions by investment 
companies 

 Amend Form N-14 to include financial statement requirements in accordance with Rule 6-11 

Significance Test 

Investment Test 
Currently, the investment test compares the registrant’s investment in the target business to the registrant’s total 
assets to determine significance. The new test aims to align more closely with the economic significance of the 
acquisition to the registrant by comparing the registrant’s investment in the target business to the aggregate 
worldwide market value of the registrant’s voting and nonvoting common equity, when available. The market 
value—which would include common equity held by affiliates—would be calculated daily for the last five trading 
days of the registrant’s most recently completed month ending prior to the earlier of the registrant’s 
announcement date or agreement date of the acquisition or disposition. Where a registrant does not have an 
aggregate worldwide market value, the current investment test would continue to be used. 

Income Test 
The current income test evaluates significance by comparing the target and the registrant’s income from 
continuing operations before taxes for the most recent annual pre-acquisition financial statements. For registrants 
with marginal or break-even net income or a loss in the most recent fiscal year, or when the registrant or target 
has large nonrecurring income or expense in the period tested, the current test results in too many subsidiaries 
deemed significant.  

The final rule adds a revenue component to the income test, which would compare the target’s revenue to the 
registrant’s revenue. The SEC concluded that revenue is generally less variable than net income. The registrant 
would use the lower of the current test’s income component and the new revenue component to determine the 
acquisition’s significance. Where a registrant or target does not have material revenue in each of the two most 
recently completed fiscal years, only the net income component would apply. 

 

This change should reduce the frequency of immaterial acquisitions being deemed significant under Rule 3-05.  
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Financial Statement Requirements 

Significant Acquisitions 
Under the current rules, Rule 3-05 financial statements may be required for up to three years depending on the 
relative significance of the acquired or to-be-acquired business.  

 

Target Financial Statements Required 

Significant Level  Current Final Rule  

Less than 20%  No financial statements required No financial statements required 

 

Greater than 20% but 
not 40%  

One year of audited financial statements, 
and unaudited financial statements for the 
most recent interim period and the 
corresponding prior-year interim period 

One year of audited financial 
statements, and unaudited financial 
statements for the most recent 
interim period  

Greater than 40% but 
not 50%  

Two years of audited financial statements, 
and unaudited financial statements for the 
most recent interim period and the 
corresponding prior-year interim period 

Two years of audited financial 
statements, and unaudited financial 
statements for the most recent 
interim period and the corresponding 
prior-year interim period Greater than 50%  

Three years of audited financial statements, 
and unaudited financial statements for the 
most recent interim period and the 
corresponding prior-year interim period 

 

 

Partial Components – Abbreviated Financial Statements 
Registrants frequently acquire a component of an entity, such as a product line or a line of business contained in 
more than one subsidiary of the selling entity that is a business as defined in Rule 11-01(d) but does not constitute 
a separate entity, subsidiary or division. These businesses may not have separate financial statements or maintain 
separate and distinct accounts necessary to prepare Rule 3-05 financial statements because they often represent 
only a small portion of the selling entity. Historically in these situations, registrants would need to seek SEC relief 
or rely on informal guidance to provide abbreviated financial statements. 

Qualifying Conditions 

Recognizing that making relevant allocations of the selling entity’s corporate overhead, interest and income tax 
expenses necessary to provide Rule 3-05 financial statements for the target business may be impracticable, the 
final rule creates Rule 3-05(e) to allow companies to provide audited statements of assets acquired and liabilities 
assumed, and statements of revenues and expenses that exclude allocations of corporate overhead, interest and 
income tax expenses, which the SEC refers to as abbreviated financial statements, if the following requirements 
are met: 

The final rule will reduce the cost of an audit for the third-year pre-acquisition financial statements and the 
challenges and delays related to management changes or changes in the independent auditor.  
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 The total assets and total revenues (both after intercompany eliminations) of the acquired or to-be-
acquired business constitute 20 percent or less of such corresponding amounts of the seller and its 
subsidiaries consolidated as of and for the most recently completed fiscal year  

 The acquired business was not a separate entity, subsidiary, operating segment or division during the 
periods for which the acquired business financial statements would be required 

 Separate financial statements for the business have not previously been prepared 

 The seller has not maintained the separate accounts necessary to present financial statements that 
include the omitted expenses, and it is impracticable to prepare such financial statements 

Presentation 

A registrant must include in the abbreviated financial statements various items such as interest expense for debt 
assumed from the seller or various operating expenses paid by or on behalf of the business, such as selling, 
distribution, marketing, general and administrative and research and development expenses. The notes to the 
abbreviated financial statements also would have to include disclosure about the type of omitted expenses, the 
reasons why they were excluded and how the statements are not indicative of the acquired business going 
forward, as well as available information about the operating, investing and financing cash flows of the business. 

If the above conditions are met, the acquired or to-be-acquired business’s audited abbreviated financial 
statements also must conform to the following presentation conditions: 

 The balance sheet may be a statement of assets acquired and liabilities assumed 

 The statement of comprehensive income may be a statement of revenues and expenses (exclusive of 
corporate overhead, interest and income tax expenses) if certain presentation requirements are met. The 
title of the statement must be modified to indicate it omits certain expenses 

 Interest expense may only be excluded from the statements if the debt to which the interest expense 
relates will not be assumed by the registrant or its subsidiaries consolidated 

 Income tax expense may be omitted 

Oil & Gas Businesses 
Currently, Rule 3-05 applies to acquisitions of oil- and gas-producing businesses, but the disclosure guidance is not 
industry specific. The final rule codifies current practice for significant oil- and gas-producing activities, which 
includes providing certain FASB Accounting Standards Codification 932, Extractive Activities – Oil and Gas, 
disclosures on an unaudited basis for each full year of operations presented for the acquired business. The update 
would permit companies to provide abbreviated financial statements consisting of only audited statements of 
revenues and expenses that exclude depreciation, depletion and amortization expense, corporate overhead 
expense, income taxes and interest expense that are not comparable to the proposed future operations if 
substantially all of the revenues of the business are generated from oil- and gas-producing activities and the 
qualifying conditions noted above are met. The footnote disclosures noted above also must be provided. 

Registration & Proxy Statements 
Currently, Rule 3-05 financial statements are not required in a registration or proxy statement once the operating 
results of the target business have been reflected in the audited consolidated financial statements of the registrant 
for a complete fiscal year, unless the financial statements have not been previously filed, e.g., an initial public 
offering (IPO) company or the financial statements have been filed but the acquired business is of major 
significance, i.e., significant at the 80 percent level, to the registrant. 

Under the final rule, financial statements no longer would be required in registration and proxy statements once 
the target business is reflected in filed post-acquisition company financial statements. 
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Feedback on the proposed changes highlighted existing differences in Rule 3-05 and Rule 3-06 for an acquisition 
that is at least 20 percent but not more than 40 percent significant, complete fiscal year versus nine months 
respectively. The final rule will allow the omission of pre-acquisition financial statements for businesses that 
exceed 20 percent but do not exceed 40 percent significance once they are included in the registrant’s audited 
results for nine months. A one-year period will be required for businesses that exceed 40 percent significance.  

Financial statements no longer would be required in registration and proxy statements once the target business is 
reflected in filed post-acquisition company financial statements for a complete fiscal year. This change would 
eliminate the requirement to provide financial statements when they have not been previously filed or when they 
have, but the acquired business is of major significance. 

Individually Insignificant Acquisitions 
Currently, if a registrant acquires unrelated businesses that do not individually meet the significance test but that 
together would exceed 50 percent significance, it must file historical audited financial statements and related pro 
forma financial information for those businesses constituting the group’s mathematical majority. As a result, 
registrants often provide separate, audited historical financial statements for acquired businesses that are 
individually not material to the registrant, as well as pro forma financial information that does not fully depict the 
aggregate effect of the “individually insignificant businesses.” 

The final rule would still require pro forma financial information depicting the aggregate effects of all such 
acquisitions that together exceed 50 percent significance, but historical financial statements would only be 
required for those businesses whose individual significance exceeds 20 percent (but are not yet required to file 
financial statements). 

Pro Forma Financial Information 
Pro forma financial information is intended to reflect the effect of an acquisition on an ongoing basis and typically 
includes the most recent balance sheet and most recent annual and interim period income statements. Pro forma 
financial information for a business acquisition combines the historical financial statements of the registrant and 
the target business and is adjusted for certain items provided specified criteria are met. The current rule permits 
balance sheet adjustments only if they are directly attributable to the transaction and are factually supportable. In 
the income statement, any adjustments also must be expected to have a continuing effect on the registrant. 

The final rule replaces the existing adjustment criteria with simplified requirements, creating three categories of 
pro forma adjustments—Transaction Accounting Adjustments (TAA), Autonomous Entity Adjustments (AEA) and 
Management Adjustments (MA). AEAs are required adjustments necessary to reflect the operations and financial 
position of the registrant as an autonomous entity when the registrant was previously part of another entity. 
These new adjustment categories would be required to be presented in separate columns after the presentation of 
the registrant’s combined historical information.  

Transaction Accounting Adjustments 
TAAs would depict in the pro forma balance sheet and income statement the transaction’s required accounting 
(GAAP or, if applicable, IFRS-IASB). The following disclosures will be required:  

 Total consideration transferred or received, including its components and how they were measured. For 
any contingent consideration, disclosure should include the nature of the arrangement, the basis for 

IPO companies will no longer have to go back and obtain audited historical financial statements for any target 
business, even after the target has been consolidated in its financial statements for more than a year.  

Registrants will no longer have to include historical financial statements of a now consolidated target business 
that may no longer be as significant to the registrant as it was at the time of acquisition.  
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determining the amount of payment(s) or receipt(s) and an estimate of the range of outcomes 
(undiscounted) or—if a range cannot be estimated—that fact and the reasons why.  

 When the initial accounting is incomplete: a prominent statement to this effect; the items for which the 
accounting depicted is incomplete; a description of the information that the registrant requires, including 
uncertainties affecting the pro forma financial information and the possible consequences of their 
resolution; an indication of when the accounting is expected to be finalized; and other available 
information regarding the magnitude of any potential adjustments. 

Management Adjustments 
MAs are optional and would be required for and limited to synergies and other effects of the transaction, such as 
closing facilities, discontinuing product lines, terminating employees and executing new or modifying existing 
agreements. The following conditions are required for presenting MAs: 

 There is a reasonable basis for each such adjustment. 

 The adjustments are limited to the effect of such synergies and dis-synergies on the historical financial 
statements that form the basis for the pro forma statement of comprehensive income as if the synergies 
and dis-synergies existed as of the beginning of the fiscal year presented. If such adjustments reduce 
expenses, the reduction shall not exceed the amount of the related expense historically incurred during 
the pro forma period presented.  

 The pro forma financial information reflects all MAs that are—in the opinion of management—necessary 
to a fair statement of the pro forma financial information presented and a statement to that effect is 
disclosed. When synergies are presented, any related dis-synergies also shall be presented. 

 If presented, MAs must be presented in the explanatory notes to the pro forma financial information in 
the form of reconciliations of pro forma net income from continuing operations attributable to the 
controlling interest and the related pro forma earnings per share data to such amounts after giving effect 
to MAs. 

 If presented, MAs included or incorporated by reference into a registration statement, proxy statement, 
offering statement or Form 8-K should be as of the most recent practicable date prior to the effective 
date, mail date, qualified date or filing date as applicable, which may require that they be updated if 
previously provided in a Form 8-K that is appropriately incorporated by reference. 

 If MAs will change the number of shares or potential common shares, the change must be reflected 
within MAs in accordance with U.S. GAAP or IFRS-IASB, as applicable, as if the common stock or potential 
common stock were outstanding as of the beginning of the period presented. 

 The explanatory notes also must include disclosure of the basis for and material limitations of each MA, 
including any material assumptions or uncertainties of such adjustment; an explanation of the method of 
the calculation of the adjustment, if material; and the estimated time frame for achieving the synergies 
and dis-synergies of such adjustment.  

Disclosure also is required for the basis and material assumptions or uncertainties of adjustments, method of 
calculation and the estimated time frame for completion of achieving the synergies and dis-synergies.  

Smaller Reporting Companies 
The final rule updates Rule 8-04 directing companies to Rule 3-05 for significance testing and thresholds; form and 
content requirements would remain unchanged. The Rule 8-04 revisions would apply to issuers relying on 
Regulation A. As a result, SRCs would continue to be required to provide up to two years of financial statements. 
Regulation A issuers would continue to omit historical acquired business financial statements if the acquired 
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business has been included in the registrant’s results for either nine months or a complete year, depending on 
significance.   

Rule 8-05 also is being amended to require that the preparation, presentation and disclosure of pro forma financial 
information by SRCs substantially comply with Article 11; the Rule 8-05 amendments will apply to issuers relying 
on Regulation A.  

Rule 8-05 also has been updated to require presentation of pro forma financial information when the conditions in 
Rule 11-01 exist, which will mean SRCs and issuers relying on Regulation A will be required to provide pro forma 
financial information for significant acquisitions and dispositions and when a roll-up transaction occurs, the 
registrant previously was a part of another entity and such presentation is necessary to reflect operations and 
financial position of the registrant as an autonomous entity, or consummation of one or more transactions has 
occurred or is probable for which disclosure of pro forma financial information would be material to investors. 

 

Foreign Businesses 
Regulation S-X permits the use of IFRS-IASB without reconciliation to U.S. GAAP in financial statements of foreign 
private issuers. Rule 3-05 similarly permits the use of IFRS-IASB in financial statements of foreign businesses. 
However, if Rule 3-05 financial statements of a foreign business are prepared on a basis of accounting other than 
U.S. GAAP or IFRS-IASB, such as home-country GAAP, the Rule 3-05 financial statements must be reconciled to U.S. 
GAAP even if the registrant is a foreign private issuer that prepares its financial statements in accordance with 
IFRS-IASB.  

The foreign business test is more stringent as it relates to certain equity ownership requirements than the foreign 
private issuer definition. The final rule increases the consistency between the basis of accounting used by acquired 
businesses and foreign private issuers.  

The changes will allow foreign private issuers that prepare their financial statements using IFRS-IASB to reconcile 
Rule 3-05 financial statements of foreign businesses prepared using home country GAAP to IFRS-IASB rather than 
U.S. GAAP. In addition, an acquired business that would qualify as a foreign private issuer if it were a registrant 
would be permitted to reconcile to IFRS-IASB rather than U.S. GAAP when the registrant is a foreign private issuer 
that uses IFRS-IASB. 

The final rule permits Rule 3-05 financial statements to be prepared in accordance with IFRS-IASB without 
reconciliation to U.S. GAAP if the acquired business would qualify as a foreign private issuer if it were a registrant. 
If the registrant presents its financial statements in U.S. GAAP, the pro forma financial information reflecting the 
acquisition will continue to be required to be presented in U.S. GAAP. 

Dispositions 
Currently, pro forma financial information is required upon the disposition or probable disposition of a significant 
portion of a business either by sale, abandonment or distribution to shareholders by means of a spin-off, split-up 
or split-off, if that disposition is not fully reflected in the registrant’s financial statements. A disposition is 

As revised, in limited circumstances SRCs and issuers relying on Regulation A will now have to provide pro forma 
financial information for two years when the transaction for which pro forma effect is being given, such as a 
combination of entities under common control or discontinued operation, will be retrospectively reflected in the 
historical financial statements of SRCs and issuers relying on Regulation A for all periods presented as required 
by U.S. GAAP. 

The elimination of the previous requirement to prepare and reconcile U.S. GAAP financial statements will be a 
significant cost savings.  
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considered significant if it meets the conditions of a significant subsidiary under Rule 1-02(w), using a 10 percent 
threshold. 

The final rule raises the significance threshold from 10 percent to 20 percent to align with the acquisition 
threshold. The disposal significance test will be conformed to those used to determine significance of an acquired 
business. SRCs would be required to provide pro forma financial information for disposition of a significant 
business in Form 8-K and in certain registration and proxy statements when the disposition occurs during or after 
the most recently completed fiscal year.  

Investment Companies 
The final rule tailors financial reporting requirements for investment companies with respect to their acquisitions 
of investment companies and other types of funds.  

Significance Test 
Investment companies are required to use the significant subsidiary tests in Rule 1-02(w) when applying Rule 3-05, 
but they are not investment company specific. The current Rule 1-02(w) definition of significant subsidiary has an 
investment test, an asset test and an income test.  

The final rule creates a separate definition of significant subsidiary for investment companies using an investment 
test and an income test, but not an asset test. Under the revised investment test, a subsidiary would be significant 
if the ratio of the value of the company’s investment in—and advances to—the acquiree exceeds 10 percent of the 
value of the total consolidated investments for the investment company and its subsidiaries as of the end of the 
most recently completed fiscal year. The income test would use the ratio of the absolute value of the sum of the 
target’s combined investment income from dividends, interest, other income, net realized gains and losses and the 
net change in unrealized gains and losses compared to the investment company registrants’ change in net assets 
resulting from operations.  

A subsidiary would be deemed significant if the income test exceeds either 80 percent by itself or 10 percent and 
the investment test yields a result greater than 5 percent (alternate income test). A registrant would be permitted 
to use the average of the absolute value of the changes in net assets for the past five years for both the 80 percent 
calculation and the 10 percent calculation. 

Fund Acquisitions 
Rule 6-11 will address the financial disclosure obligations for acquired funds rather than Rule 3-05, if a fund 
acquisition occurs or is probable to occur. In evaluating the facts and circumstances as to whether an acquisition 
has occurred or is probable, a registrant should consider whether it will result in the acquisition of all or 
substantially all of the portfolio investments held by another fund. The intent of the facts and circumstances 
evaluation is to capture all situations where additional disclosure about the acquired fund is appropriate, 
regardless of the legal form, such as merger, consolidation or asset sale, used to structure the transaction. 

The significant subsidiary definition in Rule 1-02(w)(2) is the basis for determining whether financial statements for 
the acquired fund must be filed under Rule 6-11, but modified, to use the investment test at the 20 percent 
condition and to exclude the 80 percent condition of the primary income test. If the investment test or alternate 
income test were satisfied, the registrant would be required to file the financial statements for the acquired fund.  

If the aggregate effect of individually insignificant funds acquired or to be acquired since the most recent audited 
balance sheet were to exceed the conditions of the investment test and the alternate income test for investment 
companies, substituting 50 percent for 10 percent, then the registrant would be required to provide the financial 
statements for each individually insignificant fund and the supplemental financial information. In determining 

These rules should more accurately identify acquisitions that are economically significant and would eliminate 
the preparation of separate financial disclosure for economically insignificant acquisitions.  
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whether financial statements of funds acquired or to be acquired must be filed, the registrant would be permitted 
to use pro forma amounts that give effect to an acquisition consummated after the registrant’s latest fiscal year-
end for which the registrant has filed audited financial statements of such acquired fund as required by proposed 
Rule 6-11. Any requirement to file financial statements of an acquired fund would cease once an audited balance 
sheet required by Rules 3-01 or 3-18 is filed for a date after the date the acquisition was consummated. 

Acquired fund financial statements are required to be filed only once. If the acquired fund is subject to Rule 3-18, 
then the financial statements for the periods described in Rule 3-18 should be followed. For all other acquired 
funds, such as private funds, only the financial statements for the most recent fiscal year and the most recent 
interim period need to be filed. The financial statements of private funds may either comply with U.S. GAAP or 
Article 12.  

Pro Forma Financial Information & Supplemental Financial Information 
Currently, Rule 11-01 requires an investment company to furnish pro forma financial information when a 
significant business acquisition has occurred or is probable. Under the final rule, an investment company registrant 
would instead provide supplemental financial information about the newly combined entity, including:  

 A pro forma fee table, setting forth the post-transaction fee structure of the combined entity  

 If the transaction will result in a material change in the acquired fund’s investment portfolio due to 
investment restrictions, a schedule of investments of the acquired fund modified to show the effects of 
such change and accompanied by narrative disclosure describing the change   

 Narrative disclosure about material differences in accounting policies of the acquired fund when 
compared to the acquiring fund 

Form N-14 
Form N-14 is used by investment companies to register securities issued in business acquisition transactions and 
requires—subject to certain exceptions—that the corresponding Statement of Additional Information (SAI) “shall 
contain the financial statements and schedules of the acquiring company and the company to be acquired 
required by Regulation S-X.” The final rule amends Form N-14 to make its disclosure requirements consistent with 
Rule 6-11 disclosures as follows:  

 For a fund acquisition, any financial statements and schedules required by Regulation S-X would only be 
required for the most recent fiscal year and the most recent interim period  

 Permit private funds to provide financial statements and schedules that conform to U.S. GAAP and Article 
12 of Regulation S-X 

 Require inclusion of the supplemental financial information described in Rule 6-11(d), except for the pro 
forma fee table  

 Remove provisions no longer relevant because of prior amendments  

 Remove the existing exclusion in Form N-14 for pro forma financial statements required by Rule 11-01 of 
Regulation S-X if the net asset value of the company being acquired does not exceed 10 percent of the 
registrant’s net asset value, because pro forma financial statements would no longer be required for fund 
acquisitions and, for nonfund acquisitions, the significance measure for pro forma financial statements in 
Rule 11-01(b)(1) is and will remain 20 percent 

Real Estate Operations 
For the first time, a real estate operation will be defined in Rule 3-14 as “a business that generates substantially all 
of its revenues through the leasing of real property.” Substantially all is not meant to be a bright line, and its 
application will depend on specific facts and circumstances.  
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The final rule will generally align Rule 3-14 of Regulation S-X relating to financial statements for acquired real 
estate operations with the above-described amendments to Rule 3-05 (where no unique industry considerations 
exist). The final rule also will, among other things: 

 Align thresholds in Rule 3-14 with the 20 percent significance threshold and 50 percent aggregate impact 
significance threshold in Rule 3-05 

 Eliminate the Rule 3-14 requirement to provide three years of Rule 3-14 financial statements for 
acquisitions from related parties 

 Apply Rule 3-06 to Rule 3-14 acquisitions 

 Include the same timing requirements for Rule 3-14 financial statements in registration statements and 
proxy statements as Rule 3-05 

 Permit Rule 3-14 financial statements to be omitted once the acquired real estate operation had been 
reflected in filed post-acquisition registrant financial statements for a complete fiscal year 
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