University of Richmond
UR Scholarship Repository

Master's Theses Student Research

7-1-1947

A study of annual reports to stockholders of
industrial corporations

Henry Addison Dalton

Follow this and additional works at: http://scholarship.richmond.edu/masters-theses

Recommended Citation
Dalton, Henry Addison, "A study of annual reports to stockholders of industrial corporations" (1947). Master's Theses. Paper 31.

This Thesis is brought to you for free and open access by the Student Research at UR Scholarship Repository. It has been accepted for inclusion in
Master's Theses by an authorized administrator of UR Scholarship Repository. For more information, please contact

scholarshiprepository@richmond.edu.


http://scholarship.richmond.edu?utm_source=scholarship.richmond.edu%2Fmasters-theses%2F31&utm_medium=PDF&utm_campaign=PDFCoverPages
http://scholarship.richmond.edu/masters-theses?utm_source=scholarship.richmond.edu%2Fmasters-theses%2F31&utm_medium=PDF&utm_campaign=PDFCoverPages
http://scholarship.richmond.edu/student-research?utm_source=scholarship.richmond.edu%2Fmasters-theses%2F31&utm_medium=PDF&utm_campaign=PDFCoverPages
http://scholarship.richmond.edu/masters-theses?utm_source=scholarship.richmond.edu%2Fmasters-theses%2F31&utm_medium=PDF&utm_campaign=PDFCoverPages
http://scholarship.richmond.edu/masters-theses/31?utm_source=scholarship.richmond.edu%2Fmasters-theses%2F31&utm_medium=PDF&utm_campaign=PDFCoverPages
mailto:scholarshiprepository@richmond.edu

‘A STUDY OF ANNUAL HEPUKTS TO STOCKHOLDERS
OF INDUSTRIAL CORPORATIUNS

BY

HEHRY ADDISON DALTON

A THESIS ,
SUBHITTED TO THE GHADUATE FACULTY
OF THE UNIVERSITY OF RICHMOND
IN CANDIDACY '
FOR THE DEGREE OF
MASTER OF SCIZNCE IN BUBINESS ADMIKISTRATION

AUGUST, 1947 %W M ZEL’



PREFACE



PREFACE

"The £irst conventional annual report appears to .
have been issued in 1858 by the Borden Company. AT&T -
started making reports in 1885, Monsanto in 1902, But
the attitude of many companies in those days 1s epitomized
by one that in 1866 wrote the New York Stook Exchange
that it 'made no reports, and published no statements,
and has not done anything of the kind for the last five
years.'

"During the eighties, the ICC ordered the rallroads
to make annual reports. Although railroad reports were
complete and highly detailed, they were often set up like
timetables and were hard to read, . « . » Only in recent
years have a few railroads like the C&0 modernized their
reports. . o o o

"By 1895 the Stook Exchange began recommending the.
practice of making annual reports, and five years later

requested companies applying for listing to publish them.
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At first only a few complie&a But in 1902 the first
‘réally modern report was‘issﬁed by Yudge ElbertlH. Gary,
of U, S. Steel. It was voluminous, deﬁailed, and profusely
illustrated, and it revealed so much of U, 3, Steel's
attai:s that the Direcotors were praotically eqandalized.
'In subsequent years U. S, Steel has reported its affairs
;but_less fully. For the first time in 1939 it used slick
paper‘and simple language. Half of the 1942 report in-
formally related the role U, S, Steel is playing in the
war, the expansion of steel making facilities, gblpbuild-
;ng, and relations with labor. The other half ie,a clear,
QQtailed acoount of fiscal operations. ( 7
"During the expanding days of the twentiés, many
’,companies found that attractive reports were valuable
kweapops in the hands of;secufity salesmen. Now that
regulations sbout selling stocks and bonds are more
stringent, some ocompanies take the precaution of setting
their lawyer to work on the title pages. ,’. . .5 (Notes
are inoluded stating that the report is merely for infore
mation of the stockholders and is not intended to solicit

proxies or sales of securitiles.)
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"The greetest change in preparing reports came during
~the depreasion."l This change consisted of a trend towards
gimplification of financisl statements and use of employee
reports. In recent years improvement in amnual reports
has been significant, but spotty. Some have kept up with
the times, and are improving yearly, while others follow
the game form used ten years ago."The ploutre of this

field today is a myriad and interesting one,

1l
"Annual Reports -- No Longer Dry", Fortune, 29:62,
February, 1944. ,
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CEAPTER I
INTRODUCTION

| The purposé of this study is to present a oriﬁieal
analysis of the current snnusl report of the industrial
corporation, and from this analysis to draw certain |
concluaions‘as to the features most degirable for
inolusion in the annual report, and to indicate the trends

currently prevalent.

DEFINITION
=hnnual reports of industrial corporations are

published in s« multitude of varied forms, and‘each_typa
represents a different definition for the term "annual
report.” In the narrow sense, prevalent in past years
and still in evidence to some extent today, it consists
of the financlal statements of the corporation ~- the
- balance sheet and income statement -- along with the

auditor's certificate,



The broad definition is well illustrated by the
extensive report issued by General M¥otors, in which
Chairman Alfred P. Sloan, Jr. remarked in 1946: "The -
purpose of the annual report 15 to record for the infore
mation of the stockholders the more important transactions
of the business and such economic events of the year as
have been consequential in 1nfluencihg its course."

For the purposes of this study, the annual report
will be taken up in its broader aspects as evidenced by
the modern annual report; Such a report usually consists
of the financial statements, plus a written review of the
highlights of the company's operations -- together with
various supplementary material designed to facilitate
understanding of such operations, |
JUSTIFICATION | | |

Gorporate annual reporta are reanhing a larger _f;”
portion of the %merican populetion each year, In view of
the trend towards wider ownership of corporations,.alpng |
with a movement towards distribution of annuaIZEeports to
individuals outside the stockholding group, the importance
of a corporation publishing sn effective annual report is

1noreaéiﬁg in great proportions,



The trend towards wider distribution of stock has
been a steady one. 1In 1933 a study revealed that "the
dispersion of owrne:rship has gone to tremendous lengths
among the largest companies anﬂ progressed to a oconsiderable
extent among the medium-sized., It is clear that th
dispersion is s continuing proceaa."l S

Examination of the trend in number of stockholders
of a few of the larger corporations through 1946 reveals
that in most cases the trend is continued. Such coampanies
as American Home Products, DuPont, General Motors, and
Standard 611 of New Jersey have shown a steady inorease
in number of stookholders. (See Table 1.) |

Furthermore this dispersion of owniership is dis-
semlnating stook ownyerahip among all classes of the
population, Berle end Means made a comprehensive survey
of this phase, and noted the following: "The income tax
returns show not only the present distribution of owner-
ship among economic groups but the changes which have

~occurred in the last decade. Since the gstart of the record

1 P ‘
Berle, Adolph A., Jr., and Gardiner C. Means, The Modern
Corporation and %rivate Property, p. 52 I




Year

1937
1938
1939

1940
1941

- 1943
1942

1944

1945
1046

TABLE I
* GROWTH XK KUUBER OF STOCKHOLDEHS'

AEP

7,600
8,700
8,900
8,700
9,700
9,900
9,90
9,90
110,000
13,000

duPont

73,000
77,000
77,000
79,000

83,000 -

85,000
86,000
87,000
88,000

- 88,000

ou

365,000
390,000

385,000

400,000

410,000
413,000
415,000

420,000

425,000
430,000

 Std011(8T)
133,000
136,000

133,000

189,000
143,000
148,000
150&960';3
156,000

160,000

164,000

, * Pigures for this table are taken from the 1946 amnual -

reports of the corporations.

Those for the American

Home Products Company are roundsed off to the nearest

hundred,
thousand.

and those for tha other companies to0 the nearest
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in 1916, it appears thét thére has been a major shiftﬁln
the owq1ership of* industry from people or lerge 1noom£a
‘to theae of mndarate means." 2' ‘

" The aocompanying table comparing Berle and Means'
figures of 1929 with Treasury Department figures for 1942,
shows the extent to which this trend is oontinuing.

TABLE II -- DISTRIBUTION OF DIVIDENDS AMONG VKRIOUS IHCOME

GROUPS
SIZE OF TAXABLE INCOME PERCENT OF ALL DIVIDENDS
RECEIVED BY GROUP.
Over $1,000,000 - 5.Uu% 1.17%
$100,000 to %1,000,000 19.02%  10.89%
425,000 to $100,000 C 23.97% . 24.03%
45,000 to $25,000 24,887 32.73%

Under $5,000 (estimated) 26,28%  31.18%

The table illustrates clearly the movement of the

bulk of corporate dividends towards the lower inocome group.

o~

2
ipvida., p. 59.



- . In drawing conclusions from their study, Berle and
Means say: " . .« « « .the modern corporqtiqg‘mqqabe re~
garded not simply as one form»or_soclai organizaﬁiah but
potentially (if not yet acﬁuallyh‘as the dominant
institution of the modern world.“3 |

No one reading the daily newspapers and hearing the
‘ourrent radio newscésts can have escaped the taot;that‘the
dominant factor in our economy today is labor relations.

It seems apparent from the current labor unrest that unless
gome remedy can be found to facilitate'settlement=%ffthe’
"differences of opinion" between manegement and labor, the
present trend -- and it seems to have reached the stages

of & trend at least -- towards stronger government controls,
and possible socialization of industry, will gain
vaémentumc : | |

Yiis is not the only factor tending toward added
~ control of industry. "The failure of the:atookholdera\or
thé‘natiou‘to show actiﬁe 1n£er;stvin-the cémpanies they
. own is a form o2 abséntee owndership which may lead in

the end to failure of free and private enterprise. History

1a., p. 356.



shows that lack of interest by private ownership has .
generally led to stricter public or governmental regula-
tion and even to threat of government ownership;*_ ]

 Gonaidering the corporate annual report as anr -
informative snd educational instrument rather than a
propaganda release, it can play en important part in
oreating interest and resisting this movement. One -
writer urges better annual reports on the basis of one .
simple~oonclusion‘ “Stopkholdera are people and voters =--
and ocan be articulate. They should be treated as such,”

The annual report is a medium of unusual strength.

"Top executives are learning that the annual report . -
receives e vastly different and higher degree of reception
by a rea%er~than other pleces of commercial printed

matter." .

Silbermann, Jomchim, "Making Annual Reports Attractive,”
The Commerciel and Financial Chronicle, 164:3348, -
ecember s 19406, - . v o

slapsh, William Barton, "For Better Annual Reports,"
Forbes, 55:15, January 1, 1945,

(ﬁrieé,Tiosephfc;, "The Annual Report GrowsrUp,"kIhdustrial
igrketing, 31:33, November, 1946.




9

A viée-président of caterpillar’Tradtbr emphasizes
the need for intelligible annual reports as follows:

"More of the people are forming opinions on}things economlc
and political, and they have to hava more information in-
more understandeble form if the opinions are to be well
founded, And unless the opinions are reasonably well
founded we shall suffer the consequences; for it is the
essence of our particular form of government that, right .
or wrong, the will of the majority shall prevaiig"

. Corporate annual reports sre on the road to lmprove-
pent, but there is still a good ways to go along that .
road, The responsibility for this need lies clearly with
corporate management. "Corporate reports to étookholdars
must be reformsd, . « . « The rights of stockholders,
bondholders and oreditors to accurate andkcomplate infor-
mation should be recognized. Stepa should bé‘takén to
make such informetion available. For years, investment
bankers have urged gieater acocuracy, completensss, and

frequency in corporate reports, Aoccountants stand ready

Blaokie, W., "Financial Statements for Corporate Annual
Reports," Journal of Accountancy, 83:207, March, 1947
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to supply the need. The deoisign for a ohange in policy

rests with corporate managers,”

LEGAL REQUIREMENTS

The Securities and Exohange Commission has failed to
promulgate any regulations concerning annual repcrts ot
an 1nduetrial ocorporation to its stookholders.

- The New York Stook Exohange, however, has incorporated
in its agreement contract with listed corporations several
rules pertaining to annual reports to stockholdafa.}‘Even
these are very elementary and cover only a few basic
phases of the report.

The content of this seotion of the eontraot 1nolude5

the following major reqniramsntss

(1) The oorporation must publish an annual ‘
report for its stockholders at least fifteen
days before the gtockholder meeting, and
this report must include a balance sheet
and surplus and income statement.

(2) Proper accounting procedure must be =
observed in producing consolidated balance
sheets (various details outlined).

(3) All statements must be audited by certified

= public acgountants and a copy of the

certificate must be 1ncluded with the
annual reporh.

Hoagland, Henry E., Corporation Finance, p. 279.



11

(4) Any substantial change in accounting
methods must be mentioned in the next
report to,stockhqldgrs, L
PREVIOUS WRITINGSY
- The subject of corporate annual reports has not been
‘dealt’ with comprehensively in book form, While various
volumes have devoted as mch as one or several chapters
to the problem, none have been written exolusively on the
subjeot. | | |
The Nationel Association of Manufacturers sponsored
8 compilation of excerpts from annual reports in 1938, bdut
tq1sfwas‘merely a series of illustrations accompanied by
a running comment designed to give the volume sequence,
and osnnot be classifled as a study. As stated‘in the
opening psges, under the heading, "How To‘Usé~This‘Book"=
"By design, editorial matter has been restricted to a
minimum, and actual examples of approaches to various
phases of the annual report have been used almost

exclusively.”

b o

Selvage, James P, and Morris M, Lee., lMaking the isnnual
Report Speak for Industry, p. xii.




12

- The bulk of the literature on the subjeot of corporate
annual reports is found in current issues of financial
and business perlodicels, which carry articles on various
phases from time to time, Writers in this fleld are numerous
but two men stand out as the main dontributor&‘ Joachim -
Silbermann and Weston Smith.

Mr. Silbermann is a partner of the firm PICK-3 of
New York City, whioh specializes in the productlon of -
corporate annual reports for oclient firas. yﬁis articles
~- advoocating a "modern" ennual report -~ have been
published in a number of trade journals and business
magazines. »

Mr, Smith is vice-president and business editor of
Financial World magazine and originated thé judging §fv‘
corporate annual reports whidh his publidatioh hasvspdn-
sored each year since 1940 It 13 generally reoognized
that this oontest has msant a great deal in 1noreaains
management's interest in producing a modern annual report.

 This annual survey covered some 3, 500 repqrta for
1946 and from this number 1,750 were picked for review
by a board of 1ndepenﬂent experts. The reporta are rated
on a 100% baais with editorial, financial and sbatiatioal
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content accounting for 60% and format, typography and
i11lustrations for 40%. Ahy report scoring as high as

90% 1s olassed as modern and receives a "Highest Merit®
oitation, Those scoring less than 90% are compared with
the company's report of ten years past and if imprbvemant
is shown teceivé a "Honorable Hention" certificate.
cbrporations are divided into some eighty classifications
acocording to their types or_business and a winning report
is seleoted for each class, These leaders in each industry
receive a bronze trophy which has been labeled "the Oscar

of Industry."

SURVEY | | o

In order to gain a kn&wléhge of the type of annusl’
report being published ocurrently -- as well as the trends
in recent'yééra L ;] aurvevaaa made coverins the annual
reports of fifty representative‘1ndustrial corporations
for the years 1937 through 1946. While in some cases
various back year reports were out of print, the majority
covered the complete ten-year span. |

Bepobts of the following companies were considered:

4allegheny Ludlum Steel Corporation

Allis-Chalmers Manufacturing Company
American Cyanamid Company



Amerlcan Home Produots Company

Americen Optical Company

The Amsrican Tobacoo Company

- ATPF Incorporated

Bethlehem Steel Incorporated
Bristol-Myers Company

Caterpillar Tractor Company

Chrysler Corporation
Colgate~Palmolive~Peet Company

The Diamond Hatoh Coampany

E, 1. duPont delNemours & Company
Farnsworth Television and Radio Corporation
Pederated Department Stores, Incorporated
The Firestone Tire and Rubber Gompany
General Elsotrio Company

General Mills, Inc. -

General mbtors Corporation

The General Tire snd Rubber Company

The B, F. Goodrich Company

The Goodyear Tire and Rubber Company
Internstional Harvester Company

Jewel Tea Company, Ina,

LaFPlant-Choate Manufacturing company, Inc,
Libbey~Owens~Ford Glass Company .

Liggett and Myers Tobaocco Company

Loewt's Incorporated

P, Lorillard Company

Nash-Kelvinator Corporation
Owens-Illinois Gless Company

Packard Motor Car Company

Pepperell Manufaoturing Company .
Philco Corporation '
Phillip Morris and Co,, Ltd,, 1ncorporated
Radio corporation of Amerioca
Radlo-Keith~Orpheum Corporation
Remington Rand Inc. ;

- Republic Steel CQrporation

R.. J. Reynolds Tobacco Company

Shell Union 01l Corporation ;
Socony-Vacuum 0il Compeny, Ine,

Standard 0il Company (New Jersey)

The Studebaker Corporation

The Texas Company

14



15

- Union Carbide and Carbon Corporation -
United States Rubber Company :
United States Steel Corporation o
The Youngstown & heet and Tube Company '
| A fully comprehensive survey was beyonﬂ the scope
of this atudy, 80 reparts were selected from a nnmber or
1ndustrial fields, concentrating on the companies whose
raports have been rated as meritorious by various wrlters.
In addition a number of corporations were choaen at
random to give added coverage.

It seemed that through the selcotion of a majority
of reports of recognized merit, the survey would reveal
the features most desirable for inclusion in a well-.
developed annual report.

PROCEDURE
o In addition to relying on the literature on the
subject or corporate reporta to stockholdars. it waa
deemed adviaable to rerer to several volumea on the
subjects or report wribing and corporate prooedura, in
order to include information ot this basio nature in 1ts
logical place in the study. | - .
Annual reports must be eonaidered both as to what

information should be included, and as to the mcat arreotive
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way of presenting that information, The neit three
chapters are devoted to the content of the report. The
sacond chapter takes up the financlal statements, the
third the review of operations and‘what it should cover,
and the fourth supplesentary material.

The fifth chapter deals with format and distribution,
outlining the most desirable ways of presenting the data.»‘

The final chapter summarizes the conclusions of the study.

LIMITATIONS
| This study of corporate annual reports has been

limited to those of industrial corporations. Through
government regulation, public utilities and railroads
have come to use somewhat standardlized accounting
practices, and thus have tended to present comparable
Tinancial records in their reports.

In the field of industrisls, regulation has not had
a similar effect, because it has not been as strict,
Thug this study hes been limited to the fileld where the
1east uniformity is found, dbut where it is most needed.

The annual report is considered from the\viewpoinﬁ
of the average, widely-held corporation, where there are
a good number of stoockholders interested in the corporate

activities. Naturally there 1s less need for an elaborate
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report in the case of a corporation where the ownership

lies in the hands of coamparatively few people.



CHAPTER II
FINANCIAL STATEMENTS

The finencial statements comprise the heart of the
annual report to stockholders, While the trend in
modernization of annusl reports has placed more emphasis
on other aspects of the report, the statements remain as
the foundation of the report and one of the basic subjects
to be considered in developing effective reports,

 The statement that "good management finds its best
reflection in satisfactory financial statemanta"lia a
truth that might well be kept in mind.,

Finanéial statements found in various corporate
annual reports vary necessarily due to the diverse methods
of sccounting prevalent in the industrial field.  In the

same industry, ons can rind}rixed gssats’a-,such as plants

i ' , , ) ,
Jordan, David F.,,Jogdap on Investments, p. 391,
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and machinery -- carried at both realizebleivalue and
cost. Other diversities are numerous. ‘This is a basio
fault that will teke time to remedy however, Other
shortcomings can be dealt with now,

Industriel rinancial statements are fairly consistent
in ane phase, and thsai is -= they fail to give enougn
detail to allow the reader to make a valld analysis of
the company's position and operations,
| ‘The ﬁmerican management Associatiod nade a'survey‘
of hundreds of annual reports in 1946, and set up ten
oriteria for good annual reports, The great need for
improvemsnt in the financial statements is evidenoed by
the fact that four of the ten reqnired items (numbgrs by
5, 6, and 7) refer dirgctly to these statamehta.  The
oomplete list follows:

(1) Gompleteness, interest and clarity of

explanation, .

(2) Illumination of economic concepts

important in the relationships of the
company to its various "publics.”

(3) The effect of changes of the purchasing

power of the dollar on flinancial state-
ments,

L) Proper presentation of profits.
5) Detalled explanation of the nature and

(
{

2
mMA Studies Annual Reports to Set Basis for Best ?resenta-
tion," Iron Age, 158:189, November 14, 19464
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- . data of accounting.
(6) Use of the best methods of presenting
. the major items of the -balance sheet
: and income statement,
{(7) gie of new accounting aids in presenta-
OnD . '

(8) Attention to employees interest and

compeny relations to them, S
,(9; Inprovement of stockholder relations.
(10) Proper preparation, printing and dis-
: tribvution,
PROFIT AND LOSS STATEMENT .

The profit and loss statement (or income statement
-- @8 it 1s sometimes called) is designed to show the
income from sales during the period, various expensesQl*
entailed in manufacturing or proouring the graduot,‘séll~
ing and other expenses, other income, and leaving the net
profit or loss, |
| As pointed out by one writer: "Adequate specifica-:
tlon is therefore imperative for the 1ncomsvaccount, as
affording the most upéto-date indication of the efficienoy
of management, Itkis no chronicle of past events, as the
balance sheet may be, no recital of bygone success or
error. Incoms accounts areBdown~zight news, They ohght

to be pithy, nothing elge,"

Ripley, William Z., Main Street and Wall Street, p. 185,
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Yet in many statements, the distance between sales
and operating profit 1s covered in one giant stride. The
reader is given no clue as to what\expanses take up what
portion of the sales income, The following example is
typical: “ B |

Sales, less trade and cash discounts,

- returns and allowances $25,000,000.00

Cost of sales, selling, general snd o
administrative expenses 21,000,000,00

Uperating profit 4,000,000.00

'Some of the more detailed reports will separate
salea from retﬁrns and allowances, and cost of saleavfrom
Asalling;:general and adainigtrative expense., Even ﬁhis
treatment is entirely inadequate from the viewpoint of the
enalyst, who will want to know the aeparate*amounte
expended for each of the classifications of expenses -
selling, general and administrativa.

Cost of sales itself deserves a degrea'of breakdown
before the profit and loss statement is fully adequate.
To date, depreciation 1s the item segregated most often,
but even this 1s gometimes omitted. When depreciation is
the only item segregated it is usually indicated by a
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note at the bottom of the statemanh similar to the -
following: S | o

# - Provision for depreoiation aanunted
to $3,000,000.00 ,

Cost of sales =- for the average manufacturlngv
company -~ should be broken down into 1ts major component
parts, such as wages to employees, cost of raw materials,
depreciation, ete. It will be noted that the popularity
of graphs used to show disbursement of the sales income
dollar (as discussed in Chapter IV) has meant & step to=
wards more detail in this field. However this detail is
sometimes given in proportions of a dollar while the total
figures are not even listed in the statements or elsewhere
in the report. }, | , ,

. Vhile the profit and loss statemant should contein
at least the details outlined above, it should not be :
broken down into a maze of items such as would make it un~-
duly complicated. However there seems no chance of undue

detail under ourrent policies of industrisls. .

*

DALANCE SHEET R
" Tne balance sheet is a list of the assets end
1iebilities of the corporation and the owner’a eqnity in
the busineas. Criticism of balance sheets included in
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corporate annuel reports has been oentered on the sama o
line of thought as criticism of the profit and 1033 state-
ment -~ not enough detall, o ,

Many of the detalls considered desirable are beé§
presented as notes té the statement, rereired to by a
parenthetical number alongside the account name on tha |
balance sheet., Details which might olutter up the state-
ment itzelf and make it less readable can be listed 1n a
series of notas. It 1s the usual practice to place a
statement in bold face type at the bottom ot the balance
sheet to the effect that the notes (on a following page)
are an integral part of the statement, o _

. One account which 18 often censideied as raqnirins
gome breakdown 18 the 1nventory aocount. A rew campaniaa
make use of a note to divide the invantory acccunt 1nto
rew material, goods in proocess, and finished produot, and
this treatament seems adequéte. ‘ o

Property accounts are usually quotad‘as a iump sum,
and some writers oonsi&erkthis inadequate also.v Somn
breakdown as t0 the com@osition of thia acecount =~ auoh
as the amount invested in offices and tha amount in plants

-- may be given in the note seotion if approplate.



25

Investment accounts do not appear to any‘great extent
in industriel balance sheets, but should there be a
considerable sum in sdoh'an account, the reader should be
informed of the nature of the investment.,

A reoent survey of a representative @raup of
financial analyata concerning their conception of the most
pertinent needs of state.ents in annual reports revealed
that they wanted more detsil as to depreciation polioy and
reservea'ag far as the belance sheet is concerned.4

The depreciation policy of the company ties in with
both the balance sheet and the profit and loss statement,
since the depreciation expense is a cost of goods manu-
factured, while the depreciation reserve determines the
net carrying velue of the asset on the balance sheet.

~ A note to the balance sheet, setting forﬁh the
company's policy in computing the amount of depreclation
allocated to each period,ﬂwduld geem an adequate method
of dealing with this subject, | T

- The Texas Company, which presents a bettér~than-

average set of statements in its annual report, includes

Carlson, Ruth I., "Corporate Reports Inadeqpata," Trusts‘v
and Eatatas, 83:219, September, 1946.. ,
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the following note with its statements, explaining one
phase of its depreciastion polloy:

Since Yanuary 1, 1934, the Company has

followed the poliocy of (1) Capitalizing

intangible dsvelopment costs applicable

to producing wells completed after that

date; (2) Amortizing such costs at the

rate of 8% per annum, except as to wells

located in Illinois, Indiana, and Kentucky,

which are fully amortized as inourred; (3

Charging to operating costs, upon abandon-

ment of wells, the balance of intangible

development costs applicable thereto and

previously cepitalized; and (4) Charging to

operating costs the intangible development

oosts applicable to dry holes,

The basis for establishing reserves should also be
. included in a note to the statements. In the case of a
reserve for bad debts, the relation of the amount
provided in reispect: to the amount' of acoounts receivable
should be explained. Speeiai reserves for concingencies

should likewise be clearly'annotated.“ :

SURPLUS STATEMENTS

The surplus statement shows the balance in surplus
at the beginning of the period and any edditions or with-
drawals during the period. hMany corporations now make
use of a combined profit and.loss statement and surplus
account, carrying the net'prorit'éireotly to earned surplus,
deducting dividends, and giving the yeaiQQnd earned surplus

balance,
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While the use of the aoébined profit and loss and
surplus statement does not seem objectionable in 1£self,f
| it oay lead to the pfaatice of omitting an accounting for
changes in the capitel surplus account, Such was the re-
sult in the 1946 report of General Eleotric, in which no
accounting was given for tha-ohange in capital surplus,

A few companies still neglect to distinguish between
earned surplus and 6apiﬁal surplus. Finney distinguishes
between the two as follows: earned surplus includes
operating profits and extianecné‘prorits, such as those
derived from sales of fixed assebts and investment aeénrit;es;'
oapital surplus 1nclu&es amount peid in by atockhoiders
and subscribvers (in excess dr amount credited to ﬁne stook
account), donatlons by outsiders including gifts'orl‘
assets and'forgiveneSS of indebtedness, and inoreases in
asset values disclosed by appraisal, but not realized by
disposal of the assets.? . , ) e .

~ The New York Stock Exchange has reocgnized these .

deficiencles in surplus treatment, and has included the

5
ﬁinney, H. A., PTinoigleq gf Account;gg - Intermediate,

DD.. 127~8

-~
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following recommendations in a letter to listed corpora-
tions: that surplus be designated as capitai‘surplus:and
earned surplus, end that ohanges in either capital or

earned surplus should be 1ndi0ated by adjustments.

COMPARATIVE STATEMENTS =
- The increasing number of ‘corporations to publish
comparative statements -~ statements where figures for
6ne or more past years are given along side those of the
~ourrent year -- has been significant. ,
~ The use of comparative statements has been strongly
}recommen%ed by the American Institute of Accountants, as
. follows? | | |
The inoreasing use of comparative statements
in the annual reports of companies is a step
in the right direction, The practice enhances .
the significance of the reports, and brings
- out more clearly the neture and trends of
' ‘current changes affecting the enterprise.
While the inclusion of the figurea'or the previous
year alongside those of the ourrent year;’which is the

prevalent practice, is a help to the reader, it still

6 3 ' . .
Committee of Accounting FProcedure of the American
Institute of Accountants, "Comparative Statements,"”
Accounting Research Bulletin .
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appears to be a very hqbbled step in the rlght.direotion.
4 two year comparison is certainly a.wobbly'foundation
. for any conclusions, much less the inteipretation of
~gignificant trends.: |

Several companies have adopted the commendable .
practice of including comparastive statements for a number
. of years in thelr annual reports. Notable examples are
" Caterpillar Tractor (fifteen years), International Harvester
(seven years), and Jewel Tea Company (five years). Quite
a few other companies give tables of excerpts from their
statements for a series of years. ‘ .

- The number of years for which comparative atatements
-are desirable depends greatly on the economic trends of
the times., In the present inflationary trend comparative
statements which do not cover one or more pre-war years
are of little valus. Thus seven years aépears to be a
minimﬁm sﬁan at the present, . : .

+ In the use of comparative statemeﬁta, the company
. must not be reluctant to adjust past balance sheeua}and, .
incoms statements for later changes of a substantial
nature, such as renegotiated war contracts. Such treat-

ment is necessary to make the'statements truly comparable,
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SIMPLIFIED STATEMENTS

,Quite a few oorporatioﬁs have adbpted‘the use of
simplified statements -~ in addition to the usual fihanaial
sﬁatemgnta -« in recent years. The oompaniea following
this trend no doubt agree with the followingz "A
’statemsnt that is perfectly clear and tells all tnat
needs to be told to an expert aocountent, may tell but
little to the ordinary businesa‘man or women from whose
ranks the stockholders of the preéehﬁ day large corpora-
tion are s0 largely recruited.” S

The use of a aimplified statement ~-- one whloh trang-
- lates accounting terms into averyday language and 1eaves
‘,out the minor details -=- meets a definite need. It
serves to give the average reader 8 clearer 1dea of the
company's rinanoial condition and-the gpsults of its
current operations.. o o |

The need for a simplified rorm for rinancial state-
ﬁsnta is felt even more today with the movement towarda
wider digtribution of annuel reports. It has been pointed
out that while such terms as assets, liabilities and |

Conyggton, Thomaa and R, J. Bennett, Cor oration Procedure,
p. 985,
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reserves may not have much meaning for the average
employee, hé is sure %o unﬂerétanﬂ tha meaﬁing»cr(“whaﬁv,*
wa‘owa,”g | | L \}‘ { o  f

Often éccoﬁnting teras haié peculiari}iﬁnrelated' f
connotations for the prdfessicnal aeobhntéﬁivénd the
aierége 01tizen.',Gne writer'goinhs out that for purposes
of élarifioation, the terms‘ﬁgrcfits“ and "Suiplus“ might
better be called "earnings" and "amount reinvestsd 1a
busiheéae"g L N | | e | - L

Such explanatory titles help dispel the idea that
profits aie 3ometh1ng-achiaved ag an exceas_réfu&n, and |
that surplus is an amount whicb the company has set aside
which is over and above the,needa,or the business, As . .
one corporate exscutive points out: E

v « . . .despite its special accounting =
connotstion to the initiated few, "surplus"

“inevitably conveyed to the genersl reader =

the ideas of too much, more than enough, a

lot of corp in a lot of bins, left-over war
mgt&riel. § o L

N e |
Saunders, Alta Gwinn and Chester Reid Anderson, Business
RB&T'&B’ P 309, ’ ‘ ' e
Knowlton, Don, "The Semantics of Finanoisel Reports,”
Prusts snd Estates, 821546, June, 1946.

10 ' '

Blackie, W.,, "Financial Statements for Corporate Annual ;
Reports,” Journal of Accountanoy, 83:191, March, 1947. -

-
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When two sets of statements are used, it seems to
be the<custem to place the aimplified atatemanta near
the front ot the report end the regular ones at the back.
This sequence seems logical and appropiate,

In view of the present statua or accounting tenmin~
ology (which will be discussed more fully in the next
seotion) it seems desirable to include a Qimplified saﬁ
of statements in addition to the regular stetements in
the annual‘repnrtg Thisvis espeoially sdvisable if the
corporation: gives the fairly well detailed stateman#a,

in reguler form,

ACCOUNTING TERMINOLOGY

It is to be hoped that in years to'comegvaccounting
terminology will become hore uniform, and also that‘it“
" will be aligned with current usaéa of the terms, When
" this stage has been reached the need fer simpliried
statement will have expired. .

The authors of corporate annual reports have made
some definite contributions fo the development of more
understandeble financial statements. One of the out~
standing reports in this reSPth.haé been that of the

Caterpillar Tractor Company, which has drawn considarable}'
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comment rrom.both accountants and financiers. Their
gtatements go into the usual detaii,'but titles of
accounts whioh the company feela are misleadins sre given
aew'haadinga.
- as explained by W. Blackia, ice-pwesident or the
corporation, the company's 1dea throush recent yeara has
‘been bo make their statements readily comprahensﬂﬂa to a
varied group of readers. | |

- Beginning with the titles, the statemanta are
entirely originsl, being labeled "Resulta of Qperations and

'?t;, Summary of Prorit Employed in the Business® (see Figure l)

and "Financial Position" (see Figure 2).

As the gompany poinhs out. their system 13 another
atep towards variance rather than uniformity. but it s
hoped that through such 1nnovations a better and unifonm
aystem may evolve, 1 -

The use of clearer terms rather than&over-simpllrican
tion seems to be a very appropiate_methnd of making the
tinanei&l results readlly understandeble to all readérs‘
The recipients of annual reports -- being normal human

‘beings = will not be complimented by over-animated

I '
Blackie, loc. oit.



FIGURE 1 ~ CATERPILLAR TRACTOR COMPANY
RESULTS OF OPERATIONS AND SUMMARY OF PROFIT EMPLOYED IN THE BUSINESS
Calendar year 1946 ‘
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FTQURE 2 - CATERPILLAR TRACTOR GOMPANY
’ | FINANGIAL POSITION »? |
December 31, 194.6
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Staﬁemahts which convey %ﬁéyideghthat‘tﬁénoorporation
holds a dwirfed idea of the mente’lity of its public.
The use of nch-technical terms can be aooompliéhad with-
out giving the sbatemsnt the hollow—sounding ring of a
syndicated comio-strip. | . ‘ .

SUMMARY
‘The .financial statements of the corporation are the
heart of the annual report, and should be givenléafeful
étténtionlin 1ts praparatién. ‘ o
The profit and loss statement should be 4in sufficient
detail to allow an intelligent analyais, ‘This will mean
_ breaking down the costs of‘manuractuting or procuridg of
goods 1nto component parts, and listing general, adminis-
tiatlva, andlselling expenseé'separately at least. o
| The balance sheet should 11kewige give all ésséntial
details, many of which can best be listed as notes to the
financial abatements. Details or inventories, investe
ments and property aocounha are desirable. Also deprecia~-
tion policias and the bases for reserves aet up should be
explained. i
The surplus statement may be combined with the profit

and loss statement i1f so desired, but in such cases there
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should be a separate statement showing any changes in
capital surplus. “In ail cagses the surplus acocount should
be divided between capital and earned surplus..

CQmparative statements are ‘highly desireadle, and a
listing of comparative figures for a period of seven
years as a minimum is fao¢mmended. |

For the statement whioh meets a varied 1ist of
recipients, the use of simplified statements seems
desirable. In such cases the regular statements should
also be included, usually at the end of the report ==
the simplified sheets appearing near the front,

Corporate executives could well be alert to advane.
-tageous developzents in accounting terminology which may
make financisl statements more universally understandable

- in years to coane,



OHAPTER 1IL

REVILT OF OPERATIONS



~ CHAPTER III
'REVIEW OF OPE'%A‘I‘IONS

A review of the company's operations for the period
oovered by the report i1s practically a universal feature
of ocorporate annual reports, but the content as well as

the methods of presentation vary over a great range,

QH&LITIES OF A GOOD REPORT
| The stanﬂarﬁa of a good busineas report may be

applied advantageously to the annual report or 1ndustrial
oorporations as a 3uida 1n preparation or the review or
oparations. Gne authority outllnes the fbllowing
principlea for reportwriting:l A )

The 1nfcrmation 1noluded should be pertinent,

cover the subjeots adequately, and be timely =

and accurate; the report should be as complete |

- and concise as is oonaistent with reasonable
completenass.

T : 7 ~—
" Davis, R, C., Industrial Urganization and Management, p.1l29.
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FORM OF PREQEﬂTATIOH o T |

- The ennual report of industriel corporations in 1946
followed the general form of having the review of opera-
tions prasented completély as a letter from top manage-
ment, usually signed by the president, and leas frequently
by bbth the president and the ohairman of the board.

~ With the move toward elaboration on the review, and

the tendency to break the text down under various subject
titles, the diffioulty of maintalning the letter format
is evident, CSeveral oorpoiations have net tﬁis diffioulty
by using a brief'letter of transmittal, signed as above, -
at the beginning of the rapo:t.‘and\having the review
féllowiphis; In the letter of transmittal the managemént o
exprasseé eny ideas they wish to emphasize especially.:

- The main objection to taking thelrevi&w out of 1ts
letter form is that it may tend to remove the brand of
authenticity given by the sigﬁébures‘ofytha top officlala,
However it would seeam that tﬁis objection could be over~
ruled by having the ;fesident'and/or_ehairman indiocate
clearly in the letter of transmittal that the information.
following was "thelr report™ and not just a bit of ,
fiction drawn up by the public relation department.
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Beginning with its 1941 :éport, when it abandoned
its two sheet form, the American Yptical Company has
employed a method of presentetion whioh seems to hold a
great deél of merit.. In that annnal report ror 1941 there
appeared a general 1etter from the president, rollowed by
a letter on "Operations and Eanagement" by the vioa—
president and general manager, a treatise of "Sales" by
the viqe~president and géneral aaléa managef; and a letter
on "Finandes and Invenforieséyéigned'by the:TreaSuréf;

~ Americen Opbioal'a 1946 Annual Report has been out
down to two letters, one oencerning the "Review or
Uperations for 19L6” by the presidenb and the other a
"Finanoial Review of 1946" by the vioe-preaident and
treasurer. Yhile a small oarporation would hardly need
such a form, this type of presentation should appeal to
the larger companiea who wiah to go- 1nto aperations in
more detail and have offioers directly in oharge of
various fields or operationa.ii

Ag this i3 a fairly recent daveiopﬁeht and has not
been largely adoﬁted, its errecﬁiveness cannot be deterﬁined.
Basically it boils down to a matter of whose Signahurq
‘bears the most welght with the reader, since the executive

‘most cognizant of the various fields of operations would
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undoubtedly formulate the portion of the review dealing
with his specialty.

ADDRESSEES FOR THE REPORT
~In line with the increased distribution of annual

reports, a good number of corporations are varying from
the tlme honored "To the Stockholders of XYZ Corporation®
'opaning. In 1946 Caterpillar Tractor Company addressed
its report "To Stockholders snd Employees" and General
Mills "To Our Stockholders and Employees." Others avoid
the letter form of opening and uss an introductory para-
graph. ~The International Harvester Company Annual Report
for 1946 is preceded by the following paragraph in
1talios= o |

The Board of Directors preaants with its

approval the management's report for the

fiscal year ended October 31, 1946, to-

gether with other information on develop-.

‘ments since that date. <%his report is

intended both for the stockholders and

employees, as well as custosers and all

others who have an interest in the busineas

of the Internatlonal Harvester Company.
SUBJECTS RBVIEWED | | | |

The subjects to be treated 1n a company's annual
raport may be divided 1nto two olassirioationsz thoge

general subJeohs which should be inoluded in a comprehendve
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repbrt for any type of industrisl corporation, and those
which are peculiar to a certain company or induétry due
to the nature of its business. As an'example’or the
latter, the annusl report of an sutomobile manufacturer
would need to treat the subjeot of adequaoy 6: production
by its suppliers, since this industry is pecullarly
dependent upon these coapanies.

Only the general subjects will be dealt with in this
study, but any corporation -=- in preparing its own
report -~ ghould be careful to give due consideration to
eny such relationships in its own field. It is also |
noteworthy that the importance of various subjeots which
will be disoussed below varies from company to company,
so this factor willygcvern the extent to which any one

oompany'emphasizes a subject. -

LABOR

~_ Perhaps one ut the most pertinent subjeots or the
time is employee-management relations, and a 1arger numher
of corparations are recagnizing tnia faot and giving 1t

‘ complete coverage in their annual reparts. Howaver there
remains a good number of corporations that 1gnore this
problem which is undoubtedly an important one in the mind
6f the stockholder.,
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.. Allis-Chalmers Manuraoturing Company, one of the
-;w;oorporationa.hardest;hit,by.strikes‘in;1946,'gives a |
straight-forward treatment, taking it up first 1n its
revlew under the heading "strike story." General Motors
takes cognizance of their labor problem with a page
entitled "The Ceneral Motors Strike." o

Due to the financial 1mplicatian,“many companies
made mantion of pcrtal-ﬁo—poctal suits. the majority
opining that thay aia not expeat the liabiliby for such
pay to be authorizea.' This was often the full extent
of 1abor presentation.

Corporations who do not let the ahareholders know
what emnloyee benatits have been instituted in their
‘planta miss an opportunity of creating gcoﬂ*will. A
brief explanation of these benefits should sufrice;

- Furthermore a conoise analysia of the pravailing
system of labor~managemenb bargaining would giva the atook~
holder a better understanding of the labor pioture. This
is 6 subjeot 1n which the comnany can remove the nyster=
ious shroud which 80 orten olouds the publio view ot o
oolleotive bargaining, and may pmoduce unsympathetio -
sentiments,
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FIKANCE

Another subjecc of utmost importance is the financial
aspect of the oompany s operations for the year, and its
finencial standing at the present, The review can expand
on the results shown dollar-wiéa in the financial state~
ments, and elaborate on the significance of of seemingly
good or bad trends.

A report of the signiflcance of corporate

revenues must be explained in terams of

quantity, quality, and price of the -

company's servioces. . » , « the corpora-

; gigg.ﬁeport should facilitate that inspeo~ -
| HFof exaﬁﬁie; 13‘&1gh£ be tbiﬁhe advahtégefbfnﬁanége-
ment ta point out to stoekholders, employees and the
' general publio that current sales figures - while show-
1ng a marked dollar 1ncraase -~ may be the result tc some
:extent ot increesed prices of ccmpany produots. In this
oonnaction it may be;onned out ‘that net prorits have not
increased in proyortion to the increase 1n sales, due to
1noreasing costs of marketing and manufaoture."' ;
'0 Suoh an explanation - written in elearly understand—

able termm-— hould help company ralations with the three

2 | - _ ‘
“"Profit from Public Servioce," Irusts and Estates, 81:
353, November, 1945. e
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groups mentioned as follows, , L !

First, it should preclude any unjusbiriable optimism
on the part of the stockholder, based on the inoreased
sales figures, <This should serve to justify to the stook-
holder the creation of a sultable reserve rdr decline in
value of inventory, Creating such a #eserve is certainly
a common~-sense move when one is made to realize that when
current high,prices do begin to fall the corporation ls
bound to have on hand a fairly large amount of goods
purchased at high prices, which goods will go. into
finished prbdueps which will necessarily sell at lower
prices. | N,
~ Secondly, it should enable the employees to under-

' stend that inoreased sales (in terms of dollars) do not
result diréotly in increased funds avallable for higher
wages. This would tend to tone down a possible strike

grievance, ‘ ’

Third, it would wean thg public away from the idea
that present day inflated aéiaé'tigures'méan enormous
profita, and encourage a better attitude towards :
oorporate enterprise.

Another possibllity which the corporation might

onsider in its review of rinancial Operations is
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1ﬁdicat1ng the nature of the amount appearing as "profit"
in the bottom of the profit and loss statement. It has
been argued that while legally it is "profit" that goes
to the stockholder, it is an economic reslity that
dividends are a necessary expense of doing business, in
Vﬁhe sense that they repai these who invest capital for
their risk, management and interest, The cases of a true
profit ocouring are rare. o

- In the sbove treatise the muthor refers to true
profit as the layman often defines'profit - that‘is; én
excess of income over expenss which is not subject to
claims by anyone in the business tor aarvicea rendered or
other reasons. it might be likenea to tha profit of a
partnership where this profit is the amount left ovar
after ‘each partner is paid interest on his investad

capital and 8 sslary.

STOOKEOLDERS

N By showing the classirication of owners or 1ts ,
atoék, a company may be ebla to wipe out the 1daa which
many of its eaployees, the genersl public, and even some

of its own stockholders may have, that the company 1s

Ibid., p. 356.
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owned by a smell group of people, and that these few are
mainly in the "leisure olass.ﬁ A slinple compilation of
the holders of the corporation stock -~ as to.men, woazen,
ingtitutions, eto. -~ gerves this purpose very well.,

- Several of the larger oofparations follow this
method, and an example of this treatament, as used by .=

United States Steel, is given below:

TABLE III
TGGKHOLDERS oF UNITED STAT£3 §TEEL CORPQRATION AND SHARES

Stocxholders by Classes aa of Dacamber 31. 1946

‘ otal Holders (netl uhares

Charita: ule, educational. eto. l 08 152,221
Insurance Companies . .. s 193 oo 382,801
'Other Companies | o 1,789 397,261
Fiduoiaries -~ .. - ool o 135115 889,846
4ndividuels ~ women , _ 100,735 3, 444,995
Individuals -~ men - " 92,470 - 3 737,506
Individuals - joint accounbs lz %zs 5%8 502
Brokers and others 632 . 2 2,92
Total ' . F38,470 Iz‘,%o?‘,%‘é‘j‘ |

*Report 1taelf shnws breakdown for preferred and comamon
- stocks but only totals are shcwn here for purposes of
illustrations.

:‘~f Some companiea handle the subject effectively by =
1ndieating that no one individual holder owns more than a
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eartain percentage of the toﬁal'ampunt,or shares out~
standing. The company may go & step further al9na this
line ahﬂ.sive)tha peroentage holdings of various classes
in the body of the report. A great many annual reports
do not even give the number of stockholders of the corp- |

oration anywhere in the report.

Research
| Reaaaxeh activities comprise another subjeet whicn
should be commented on in the annual report.
o Gcmpany research and produot development are
- subjects treated comyrehunaively in many .
annual reports. Their importance in relation
. %0 the contribution of American industry to
national progress and azcial 1mprovemnnt oans
" not be over emphasized, , ; _
~4And the oompany cannot treat the topio adaqnately
by diamisaing it with a aantence to the effeot that the .
company spent so-many millions on reaqarch,inktha,past
year. Bather it should point out benafits derived from
past reaeareh and the poasibilitias ot tuturo davelop-

ment.

Selvage, James P, and Morris M. Lee, Makigg the Annual
Report Spesk for Induatr . p. 23 \s . }
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In general the company aight point out that research
is perhaps the employees' moatfsrtéativa rbnﬁ‘or-Jeb’Lf
insurance, It enables his company to produce p:bducta -
that £ind better public acceptance, and what helps the
company to grow tends to preserve and strengthen the
employee's job. | o B |

When the stockholder and employee can see that money
exponded 1n research activities serves to proteot the job
and the investment, each will look more favorably on such
expenditures. Likewise when readers take note of advancea
fostered by the‘oorporata regearoch program;'they béoomg
tnstilled with a certain amount of goodwill, | |

~In addition %o aAéeotlon on the subject”in the body -
of 1ta'report in 1946, General Mills gives added emphasis
to the research phase by prinbiﬂa the folluwins parasraph»'
= with ‘a pleture of a young 1aboratory worker in- the
background ~- on the baok covers '

e e o e sy et

and technioliasns combine painstaking funda- =
, ‘é‘:“ﬁ?ﬁﬁ%ﬁi“332“%3“&’%‘2&“‘12325%3% peodusts

fOr CONSUMBIS. o o .and broader opportunities
for employeee. : Wl L g EATY
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Products

Alons with the t:aatmsn& ef rassarch, iﬁ is 1031031
that‘the rgviewjof opexationa should take up the products
of thé odmpany,' Many corporat ions have xecognized the
value of aacial‘;uatirication‘whish they may gain through
polnting out their davelopmanﬁ of better producsts, the
introdantlon of new ones, and the hﬁghar standard of
11ying afforded by develapment of more erfioisnt methods -
ot cyeratlnn and resultant lower prices.

An uxamplo of this principla may be found in the
1946 report of the Texas Company. By means of a,grayh;
.the réadqr is informed that basic gasoline prices were .
lowared'éharply in the 20's end 30's and remained constant
in the kﬁis while state and redaral taxes»have raised
the yrice ar gasaline to the consumer in reoent yaars,

SQma annual reports have ovar emphasized praduct
presentation, reducing the oalibre or their repcrtu B
aacardingly, The oorporation should aveid overburdaning
the report with too large a. relative portion ot material
on the company products; thia tends to raduca it to the
atatus of an advartiaing eiroular, and it ratea about the
same amount of attention. If a company haa an axsanaive

1193 of products, the mention of the brand nnmn will
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often cover a number of them sold under the same label.
Lat the reader know what the products are, urge their
backing, but keep the treatise brief, .

‘I‘axes
' Thero 1a hardly an 1ndustry now exist.ent where

taxes do not form a masur coasideration. - |
s o mil Sﬁﬁﬁti‘i;m&i:?;“iéﬁi;

holders, employees, and the buying public is

a subject of major importance whicg regeives

axtensiva mention in many reparts.

In its tzraatmnt of taxes. manugement aust fomulata |
e polioy aa to whether ita review vm merely give the o
effect or taxes on oparatiens, or whether 1t will gc» a -
step :rarther and aommant tm the propr:lety ot tha taxes
levied.z In conneat*.ion wﬁsh 1ts graphic presentabion or
taxes mantzioned above, the Taxas Gompany criticises the
share ar taxes borna by the patroleum industry as baing
out of prcporﬁ.’mn to ns dollar nealth in respect to
other major 1ndustriea. R L e :

. General Motors, which produces what 1s probably ona

of the most comprehenaive reports or any - 1ndustrial

M‘l_y pq 160
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corporation, has varied its treatment in the last decade.
Up until the beginning of the war it maintained & policy,
Begun'in'1935, of commenting'on the subjeat'under the
heading of ”Gost of Government® and ouﬁlinins their
economic necessity, eko. With the advan& of World LEY II,
it out its treatise ta ‘a mere reoapitulation of tax
charges and haa oontinned that poliqy szaos the end of
hostilities, : . , ,l

The majoriby or oorporaf.iona liat taxea in cemparison
with other expenses, and rerrain rram turther oomment,
Often the msthod of presentaticn - in tables or graphically
- == precludes any need ror comment on their praportionate
size, The treataent whioh any partieular oompany gives
taxes 13 a detail dependent in,part on its products. ‘In
any event it 13 uaually a subject of enough importenoe
to. reqniro mention 1n the annual raportq

Production

. Production ordinarily tigurea prominently 1n mnst
annual reparts. The extent to whioh it 1s montioned is
‘againldepandent on the field 1n‘wh1ah the corporation
UOperases. Steel oompaniea have histbricnlly supplied ‘
/rull produotion tablea. but the sendenny seams to be o
towarda oondenaing this section or the report and lettlng
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the tinanqial,fesults syaak for the production phase,
This trend gseems desirable since detaile&xroduotion :
figures would ordinarily have a very limited appeal to
- the readers of the annual report, |
Outlook for the Future |
In the corporate annnal reyorta or reoant yaars.

there has bean a atrons tendency bawarda too heavy
emphasis on ‘this subjaot. Philx:soghical exeontivea have'
even thrown in their opiniona of world affairs.k 7 [

A Whila a conservative businuaa torecast - baaad on |
faots - 1a a werthwhile aadition, 1& would seem,that the
subject cauld be adeqnately hahdled without dalvins into
irrelevant material. while 1t is only aensible ta point
h out basia trenda which will probably arteot ruture .
Operationa, ths abserVaﬂiana will pzobably prova mnré |
valaable - and afrective b 1r kept to a minimnm gongig- i
tent with elarity. o ;

Adverﬁieing _ : -
‘Bince mnst’eorpdrationfhudgéts;1iat-a aizabiaiauaa =
for advertising, this is another subject whioh should not
be omitted from the annnél raport. However it ean(orainarily

be adeqnately written up without an exeeas nse or space.
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A brief statement as to the company palipy as
oconcerns advertising would seem a ainimum, Libbey-Oweng~
Ford Glass Qompény offers an»example of such a statement -
in its 1946 report:

The company in 1946 aurtailed its advertising,
noting the excessive current demand for its
. products, and aimed 1ts mors limited program
at long-range objeotives, Hagazines whioch reach
large consumer audlences were used sparingly -
sarly in the year %o explain tha properties anﬂ -
- functions of eraopane. \ o

-~ A further sentence or two as to the value of advertis-
ing is often desirable, For example Philco has tha-v~
following to say in its 1946 report: '

- One of the most important assets of Phileo = -
Corporetion is its trademark "Philoo" even
though it 1s not valued on the dbalance
sheet, . . . .the corporation has invested

... $57,000,000 in advertising its name and the -
prodnc%s which carry it. In order to oontinue‘
and inorease public acceptansce for the goods
it manufactures, fhiloo last year greatly

- broadened and diversified its advertising
progras in line wiﬁh its growing voluma of
buainusa. v \

This paragraph goes on 30 list the means of adverﬁising
utilized. . | , o

o Qréinarily advertising will not demeand as. extensiva=

a treatment as some of tha aubjacta mentioned above, but

it ehould not be 1gnored. .
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Competition |
Few corporations have taken notice of their competitors

. in the ir annual reports, or have they glven oensiﬁeration
to their place in the industry. In an axeeption to this

rule, Phillip Morris in its 1946 report preaenbs an
1ntereatins and informative center-page spread of - :
oomparative statistlics in percentages for 1tse1r and tha
gsgregste fisnreg for four major campetitprs, Tne tablo
oovers a ten year period, and thé statistios liated give
an analysis or cperations, eapital atructure anﬂ aaset
poa&tion. , .

» Sueh é ccmpariaen is nct ordinarily justified for
tha average oemporation, should 1t have to eompile the ;
risures 1$selr.‘kHowevar when suoh figuras for tha 1nduatry
1n whioh the company ogazatas are available rrom governn
-ment asenoias or ether souroea. thie may provida the o
\OOmpany wiﬁh a standard for compariaon, Thia axpanded :
treatmsnt ot aompetition shauld be olaased a8 a aupple-

mantary 1tem 1ntended primarily for the mosh 1ncluaive
'-reporta, ainoa a parasraph of next wculd crdinarily'eover

tha aubjeot adaqnatalY- f
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Appreciatian . B 3

. The closing paragraph or the review of aperatiana
19 tho most uniforam section of the annual report of
1nduaﬁrialsg,‘1t-1s here that mabagement expresses its
thanks to both stockholders and employses for their
helpful cooperation during the year. Usually a'aimgle
statement is the most effective; sincerity should be the
keynote.

wnzwxua sTfﬁk |

' Daily nawspapers - through tha use or styls sheata&
- set a sﬁandara for the ganaral usage of heir reporters.
However no aunh standaxd has heen aeb up for usa by
eorporaticns 1n ‘the publicaﬁion or thair annual repozﬁs.

B For instance. it is left to the &iaaretion of the i
1nd£vidual osmpany as tc*whether they should ref@r to the
nompany as “the company,” "our uampany* or "your company."
Which word will meet with the best :eception fromstha
" yaried readers of the report? |
" 'Likewise there is no Emily Post guiﬂe oovering the
general writins atyle to ba rollowed in the review of o
oparationa. Ten years ago practically all annual reporte

uaed a striotly business«torm letter as tha 1one‘
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accompaniment to their finanoial statements. In 1946
réports the reviews run the scale from that same old - °
style to a frea-flowing, newspaper reatnreéstary'Stylo;
This expansion of writing tédhﬁiégéa has developed along
with the trend towards lengthier and mors complete reviews
of ppﬁrations. |
In aeleeting the style for the report the ccrporation

mght do well to conaider the words of caution given by
Dr. Lawis H, Hanay, Proressor ot Eecnomios at the Graduate
Sohool of New‘Yonk University¢ "The annnal raport ahoulﬁ
be designed ‘to 1mpaxﬁ 1nrormatinn, rather than a propaganda
instrument. 6 o

;‘ The ideal writing atyle should be easy ﬁo read, eaay
tc understand; auoh‘readebility and comgrehenaivenasa can
bo aoaompliahed witnout rasorting tc the “rlamboyanb |
nawspaper styla" ariticiaad hy Dr,yﬂaney._y , .
/ To giva the ruview at cyarﬁticﬁs a a&naa or raad~

ability the report ahould avoid the use of abrupt, dis-
conneoted sontenoes bhrown inta a random system,or para~
srapq;ng.‘ A smoothly written review divided into logical

z _
‘"Best Annual Report for 'Our Company' ," Truats and
E tatea, 2:159, February. 1946.‘}ﬂ#h ‘
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:paragraﬁhs set off by well-worded headings ﬁ;ll attract
the interest of the reader. VBy arranging the information
in logiosl sequence the text can be given s narrative
style that besides adding resdability helps the recipient
of the report to understand the full &eaning:mo:e sasily.

SUMMARY |

‘The subjects whioh the average annual répartnshnnld
cover 1nclude labor, rinanoe;‘atookholders; reaéérch;
produéta; taxes, pradupt;on, outlook for tha ruture;
advertiaing;, competition, and appreoiation, "Xn‘additian
the»corparation should give éohsideration to any other
subjects of peculiar intereat or 1myorﬁanne in its own
partiocular field of oPerations.

Tha length of the treatise of each subjeat will
vary rram oampany to company according to the 1mportancn
of that. phase in the company's operatians. Treatment
: should in gl) cases be adaqnata to give the reader a
olear understanding of ‘the situations, S

The review of operations is of value only if it edds
to the recipienm'a‘ﬁnderstandins of the aperatidna of the
company. It ia thxough this text that managemsnt has an
opportunity to oultivate a rriendly and construotive
attitude on the part of the stockholders, employees, and
the genaral public. L



CHAPTER IV

SUPPLEMENTARY MATERIAL



| cmm Iv |
surmmmm MATERTIAL

~ In order to make the annual report as informative
 ae possible, and yet maintain a conoise style and avoid
undue length, certain supplementary material is desire
able, Otten a photograph, chart, graph or table can
presenﬁ in one pagn aata that'would reqnira sevaral pages
of written text to aeﬁ rorth. and praaant thab data mare
elearly and erfeotivaly. ”

cmm’s AND GRAPHS - |

Tnu nnmber and variety or aharts and graphs uaed to
illustrate corporate annnal reporta appesrs 40 be inoreas-
ing with each passing year,  The survey of inﬁustriel
annual reports for 1946 indlcates that a majoriby include
some type of chart or graph, and of thg qpmpaniea using
them, the average nuﬂherinoluded‘uas’fbué{fj.’




62

Various corporations and publio relationa firms have
made wtockholder surveys in recent years, and prantically |
all show that the atoekholdar ‘himself is definitaly in

~ favor of their use.  The unaninmity of th:ought along this
‘:kilne ia shown by one such suriey which listed 97% of the

| tookholdera contacted as favoring some sort of graph in
the annual report.lav, ”'

From the inereased ocourance of such matarial in
annual reports, it seems apparent that company executives

‘ arevbeqoming well aware of this preference; R

 T&§éévat‘Ghértéand Grépkéxﬁaed.

 lTha ub:ds "ghart” and “Sraph“ are usé@?mpra~or less
‘ interehangébly;’agd thsre‘saems~ﬁoAb§ no babio difference
Qveﬁ“wiﬁh Weﬁatarqy.Statietics presented in graphical
' form in annual reports era'usually of the time-series
- type} they 1ndieata the varying proportiona of soms . ‘
amount such as sales over a8 period et successive years.
Bar graphs are most rreqnently uaed, but Eé some cases
~ the plain bar.will be eliminated in_ravor o8 a geries of
cnmpahy product units (éuch asrautomdbileﬁ for en auto=

mobile menufacturer) to provide a more oeclerful presentation.

T
"Stookholders Tell What They Want in Annual Reparts.

Printers Ink, 214:24, January 25, 1946. o
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‘The term "chart"” is probably more applibaﬁxqfﬁa
diagrams ‘wherein certain portions of some unit are split
- off to represent various useag -8uch dilagrams are often
 used to pioture distridution of the income dollar, through
- splitting up a paper dollar or circular tigura.’“

‘Both charts and graphs are designed to preaenﬁ a
seriea or group of data in its more aasily and quiockly
understaod fora, Preportions ‘Indicated by a asingle
dimansioni suohlaa the bar graph; give the reader an.
;ﬂinstantansous grasp et.matarial'whioh cannot be appraached
by tablss or written mattar.

Typas of Data Gharted
o The atatiatios mosh fraqnently eharted 1n 1946 annual
»raports surveyed wara aalea vclums, producticn tigures,
and diacribution of ths innama dollar, in the crder -
,mentianed. Eanh or thaaa -ubjects lenda 1tselr well to
sraphical prasantation, “
o In ecnneotion with theﬁuse of aales voluma eharts,‘
“\1t is alsnirioant that of rirteen companiea nsing this i
type of ohart. only one plotted its dollar volumm egainat
N nnit valuma aales. Thn Jewel Tba company chare was draunv
up with 1939 as o index or 200, ana plo'sted dellar salas |

"and tons sold. |

P
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Taxes are another 1tem:ree61§1ngvaggéd-qaélvot :
attention on the part ar»oharﬁ’exponents;'ﬁut3thefmetnodn
of treatment are diverse, "Several oorgoiétioﬁé showﬁ
. taxes charted by total amounts paid only, while several
_‘éthera liné‘up the tax bill againat;nompany éarﬁinga.»‘At
uleast one company plotted wages, taxes and earninga on
tha same sraph, while another combined incoms,tazas and
dividends. DPuPont shcwed a dirtarent approach by merely
plotting "The Effact of 19&6 Federal Peraonal Incoma Tax
~ on Employee Compensation at each $10,000 stage." This
graph‘was used in conneation wixh a treatise in ‘the text
~on the dirrlanlty of adequately compenaating top exeeutives
in the race of 1noraasins taxos. As mentioned previpusly,
V.tha Tbxaa Gompany plots the retail price of gasolina ‘show=
: 1ns the portian mmde up by taxea. . , ‘

The use of a ehart to inﬂioate the pereantega ot the
'ineoma dollar going for varicus axpenses anﬂ tha protit
lart ovar has beeome very'popnlar. Some oompaniea
utilize a pie-ohart ror this purpose while othern divida
| np a greenbaek. ane reasan for the 1noreased popularity
or this type anart is tha raot that it olearly indicatea_
tho 1argo percentage of the company income that goes ror
wages and the small part tnat goes to stpckholdera end
is retained in the business for future needs. -
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The increasingly importent role of labor relations
12 reflected in snnual reports by the growing number of
oharts based on various phasges of employéegrelations., g
The trend is strengthened by the fact thst more companies
are distributing their reports to employees»in_additiqg_
to the stockholders, - , e i S T

The list of items charted which are of specific ,
1nteroaﬁ:to employees, as found in aven‘ajéelativaly;
szall number of corporate annual*reports; is an 1m9res$1va :
one. Such charts are drawn up as time-series typea on
ths- rollawing data: . | ’

v;vAveragp hourly wages

Average annual wages

“,?1%:r%bution of the income dcllar (paroentage to.
~ labor :

- Length of service of - emplcyeea
- Rumber of employees _

- Number of hours worked .

- Humber of strikes among suppliera (automotiva

. industry) - ; RRR TP

: Total wages paid . ‘

Thn above inﬂividual itams are !ound in many
interssting oombinations. Tyyical examplea are numbar
of employaes and number of atocknalders, nunber of
employees and wasea paid, and number or houra worked and

earninaa.
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From this diversity of statistics charted, it im -
evident that many corporations are iapressed with the
‘ 1mpartanoe of such oharts, but that opinions as to the
;best methods of prasentation vary greatly.

Gaterpillar Tractor CQmpauy geemed to giva the
~subject. the fullest coverage; including 1a‘thsir'#apcrt
four 6harts devoted tolemplcyee 1ntareéta, This is in
1ine with that company's polioy of addresaing hhe annual
report ta bQ£h stockholders and 6&9103383,  

Eaxnings pexr éhére and'diéidenﬂa paiﬁ'wero'oharted
by several oompaniea and made an erreotiva presentation.
General Elaotrio devotea a whole page to a bar chart ahow-
ing this data tor a period of tortyueight years. also :
thare wera aevaral companies whioh plutted net prorit |
alone for a aerias of years, - '

Produebion graphs are ar partiouler importanoe in a
good nnmber of inaustries, and received a good déal of
use. steel and eutomotive eempanias are examplaa of typaa
utilizing ‘this date for charts. o

~ Among the miaoellaneoua dsta presanﬁad graphioally
by various corpcrations were the follawing diversiried :

1tamsz o - - - J
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" Accounts receivable
Application of funds
Averege stock prices
Costs
Current ratio
Dividends paid
Earnings pexr share
Fixed assets
Inventories .
Investment in fixed asaets
Net worth , L
Net worth per share
Number of astookholders
Pereentage of goods expoxted
“pices
Ratio of prorits to sales
Return on inveated oapital
Sales
Users of company prcduota (by paruentages)
- Working capital

' Again the treatment was timansaries, end many different
_eombinabiana were found, An,interesting example or a:
~aifrerant presentation'was that of Federated Department
- Stcrea which printed a graph of its sales as & pe:centage
of total department store saleﬂ in the oities in which ita
stores operata. ' S

a nusber of companies use meps or the Uniued States
punctuated with various colored dots and figuraa to
indicate locations of branches. planta, sources of rew
matariala. eto. Sevaral utilized ‘the baok cover of thnir

report 1n a rlap arrangemant ror thia yurpose.




Frinoiples of the Use of Oharts
- Before gping'all’cut‘fbr'the“use‘of cherts, it
night be well to take note of some prinoiples coneernins-
their use, and their limitations. R |
~ While there oan be no guestion that cnarts are
desirable in most presentations of faots, they
" should bve used with discretlon and sparingly,
~ Tor the excessive or unnecessary use of both
© tables and charts tends to defeat thelr
. purpose == ... , « sthe decision to use a
chart should be determined by its value to 2

thu reyort anﬁ, more eapecially, to the reader.,

_ When a report is punotuated too orten by charts,
tables, and the like, the reader tends to rely solely on “
these ltems for his 1nrormation. Alao ‘the continuity of

_tha thought which the text attampta to maintain is broken ‘
and the rapor% raila to serve its rull purposa.'

The Amarican Soclety of Heohanical Engineers has set
up a list of auggestions for unironmity 1n graphioal |
preaenﬂation whioh might wsll gerve as a guide to any
5oorporation preparingagraphs for uaa in its annual report.k

These are as follows!

2 ' | A
Saunﬁers, Alta Gwinn and Chester Reid Anderson,|§ggigg§g
Regorta. e 349V e

3
Ibad.. pp. 371-377-;
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The general arrangement of a diagram
should read from left to right.,

VWhere possible represent quantities

by line magnitudes as areas or volumes
are more likely to be misinterpreted,
For a ocurve the vertioal scale, whenever
practiceble, should be g0 selected that
the zero line will appear on the diagram.
If the zero line of the vertical line
will not normally appear on the curve

. dlagram, the zero line should be shown by

(5)
(6)

(7

(8)

{9)

({10}
(11)

- (12)

(13)

the use of a horizontal break in the
diagram,

The gero lines of the soales for a curve
ghould be sharply distinguished trom.thu
other coordinate lines,

For ourves having a scale repwasentins
percentages, it ls usually desirable to

‘emphasize in some distinctive way the

100 percent lipe or other line as a basis A
of comparison.
When the scale of a diagram refera to

dates, and the period represented is not

a complets unit, it is better not to

- .emphasize the first or last ordinates,

since such a disgram does not represent
the beginning or the end of time,
¥When curves are drawn on logarithmic co=-

. .ordinates, the limiting lines of the diagram
should each be at some power of ten on the
n logarithmio scales, -

14 is asdvisable not to show any more

‘ovordinate lines than necessary to guide

the eye in reading the diagraam.
The curve lines of a disgram should be
sharply distihguished from the rulinga.
In curves representing a series of obser-
vations, it is advisable, whenever possible,
to indicate oclearly on the disgrem all the
pzinta representing the separate observa-
tions. .
The horizontal scale for curves should
usually reed from left to right and the
vertical socale from dottom to top.

. Figures for the scales of a diagram should

be plaoed at the left and at the bottom or
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N alons the respective axes.
(14) 4t i3 often desirable to inolude 1n the
o disgram the numerical data or formulas
represented,

(15) If numerioal data are not included in
the diagram, it is desirable to give the
-data in tabular form accompanying tho :
dis. ram,

{16) .1i lettering and all figures on a
diesgram should be placed so as to be

: egs8ily read from the dase as the botton,
. or from the right-hand edgs of the :
B - dlagram as the bottonm,

(17) The title of the dimgrem should be made
a8 clear and complete as possible,
Subtitles or descriptions should be added
it necessary to 1nsura olearnesa,

ﬁosh of the oharta printad (V.1 coryorate amnnal raporta
tollew the majority or thaae principlea, but a number could
be 1mproved.‘ For examyle. la its 1946 report ”ristol Myars
runs»a olearlyadasianad bar~chart coverxng dollar. voluma
for a period of rourteen yoara, but fails to indicate --
on the chart 1tse1f or anywhere on tnat page - Just what
the cligbing bars repmasane, Examination of the text on
the following page reveals that the subject of the graph is
sales vbiume; -

Z‘Ochar‘cempanies'turn thelir e&éphs into puzzles by
atteapting to include too many varied staeisticé in one
over~all graph., Witness the maze produced by International
Harveater when it ploctures forty-four yaara_of growth inv

terms of oapital invested, sales, gmpldyeéa, wages and
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" salaries -~ all at one time, with employees oharted in
thousands end other items in millions of dollars.
Diamond Match confines to one greph the average -
hourly wage rate curves of workers in nine different
phases of its productidn process., While the resultant
ploture indicates that they follow the same brend, the over-
all ploture is a confusing one,. :
EABLES | ;
o ﬁhny corporatiana present statistioal data tcr a  ,;
numher ef years in tabular rorm.’ This method of preaenta-
tion 15 the aasiest and least expanaive to prepare. ”
rairly erreouiva, and probably the most widaly uaad.
A table is the most desirable form for present-
. ing detailed statistical information, both for
- accuracy and conciseness. From tabular data,
' readers, especislly a specialized olass, can
- aoquire quickly and precisely & picture that
“would take more space to portray in descriptive
expository form. Tables do not make it un-
‘necessary however, for the authoz of a repart
to ﬂiSO“SB the materialq L G
HISTORICAL BACKGROUND - : | : ‘
- In the use of both charts and tablea,jthe'actporaa

tion again is faced with the question of how long a perlod

SQytried, John Edward, ?rinc;gles and‘ﬁechanica of

Rasearoh, p. 169.
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it s desirable to cover, 'As in thetcase'dr’comparatiac'
atatemants¢ discuaséd in Ghaptér II, the fabla’nr chart
uhioh does not cover some part of the pre-war pariud is ot
1ittle valne fcr onnparison purposea at this tima.

A survey of a large group of 1nvesbmenb analysts
revealed thab thay oonsiﬁarad a table coverina taxes and
earninga for a minimua of ten yaara as desirable.s
currently this would seeam applicable to most statistical
presentations, and it is used by énite”a few Qompgniea.

As in the ocase 6r'comparativa statamsnté, éq§9n years
would aeem.a‘hinimum.period rbr statisticai?tabléé“to ‘ |
ocover, nith ten years being a more adequate eoverase.
Material inoluded in tables ortan is amore suitea to longer

spans than compatative atatamants. ‘This is- true baoause

o tabnlaz data more. ottan is of an analytioal nature, such

asg raties ox per share rignrea, which is mara aasily
oampared over a long period« G e

Yor 1nstanne Unitea Sbates Sheel 31ves a truly
hintorical pioture with a table oovering operating and S
| finaucial statlsbica for the periﬂd rrom 1902 to 19&6,

Carlson, Ruth I., "Corporate Reports Inadeqpata Trugts
and Est;tea, 83'519, Septemher, 1946. g _
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Historical data is certainly a jusbifiaable supple~
ment to the annual,report, eapeaially in the viawpoint of
the stookholder.

Investors as a class need to know, first, that
the whole financial structure is strong -- not.
- merely that the concern will be able to meet
ourrent obligations; and second, thet there 1s
- guffioient evidence in the history of its garnv
ings to warrant a belier in future grcwth.

PHOTOGRAEHS |
A majority of the reports surveyed used photographs

40 add to the appearance of their 1946 annual :eports.
The average number of pictures included in thbaa reports
using ;hgmwwua approximately twenty. LR R
Such & number seems rather laréé; but the elaborate
use of some companies raiged tha over-all average, For
example. the Goodyear Tire and Rubber company ran a total
of some 145 photographs, 1nclud1n5 shots or twenty-nine
~ plants, seventeen directors, and numerona(nther aubjeots.;
. This display herdly seems justifiable and such lavishness
has brought on the logicel consequence thét_"stookhqldera

6
Crow, William K.,corgoration Treasurer'a and gontroller'a
uige 2 p. 1289 .
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and the lay publio alike have both oriticlsed. . « « &
the overuse of photographs, thus making rer»a éery costly
annual report,“7 :

It would seem from the viewpoint of the average

aorporhtion that tho use of photographs should be oonsidered
optiona&; vIt»used at éll, they'aﬁould be used sparingly.
Smalleé companies might want to reserve their usé for
special anniversary numbers.

While they serve a purpose~-that of olarifyins the
reader's concept of tha‘aubjeat pioturea f~_chart§ and
‘graphs are often more comprehensive, Photographsvhavo
 definite limitations éégaxpénaa beling a major one, Besides
the expense of having §hot03raphs’taken'andJplatQEEmade;

a more expensivo paper may be reqnired for good reproduc~
tion. |

Aluo the use of photOgrapha is limited as that or
graphs and tables, since too many tend to makeﬁthe report
‘a pidtﬁrawatory;'where the text 1sfnegla¢ted;~or'break '
off all continuity of the text, In suchicaseé:itﬁggy

pomb to a ochoice between pictures and grapha'or‘taﬁle&gf
" In most cases the latter are more informetives S

Silbvermann, Joachim, "Does Your Annual Repore Belong to
the Gaslight Era? "' Sales ﬁanagemant, 56135, Iannary 1, 1946
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_ After the Burean of Business Research at the Uhiveraity

ot Kansas had made a survey or annual reporbs 1n 1945;
1ta directar, L. L. waters, had the rollowing to say:

To the extent that well choaen photographs

of aspects of the company's business inform

“readers or cause them to reed material which

might otherwise be Beglected, pletures

should be utilized. o -

And another writer pu&a itz .

"!bt colered p&oturea of raotorias brightly '
- lighted at night, -~ ap some of these must
have been in view of their extraordinary
. sucoess, - tell no tales.9
| Thara are a numbar or supplemsntary aida to the annual
raport that ean be utilizeé to make it a more erreotiva and
eoneise 1natrumant ror the purpose of informing 1ts readers.
_' charts and graphs may be used to present to the eye
data wh&oh wuuld rquire pages or text and still noh be as
clear ot afrective. Sales. texes, diatribution of tha
1nooms dollar, and earnings end dividends paid per share

or stock are a rew ct many statistieal riguraa whiuh may

R
"Modern Corporation Reports,” The Commercial and Finanoial
Chronicle, 164:1927. Ootober 17, 1946,

_Riplay‘;W.lZa.-Eain Street andiwgll\Straet;;pg.163ﬁ
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be presented in charts or graphs from yéar to year, In
preparing such présantationa, ﬁhe coﬁgany ahould beucqra-
ful to follow the standards set by ths American Sooiety ar
MWgohaniocal Engineers in order to make their charns as
sasily understood as possidle.

Tables provide a convenient and condensed means of
presenting other ststistioal data, In both tebles and
charts the company should be oareful to ocover a lohs
enough period to offer a valid oomparison, prererably a
ten-year span. |

Photographa are an aid that should be used aparingly f
it at ell, ordinarily being saved ror special oocaaiona L
sueh as anniversaries, Larger oompanies nay wiah to use

& raw annually however, 11m&t1ns them to subjects which

 definitely are of en informetive nature,

In the use of any of these supplementary items the
company should avoid: orowding out the review of opera#ienk,
Too’many breaks in the text take away its continuity'éng
give the report a pleture-book air whioh wards off care-
ful soruntity. |
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| FOHUAT AND DISTRIBUTION o Sk




UHAPTER ¥V
FORMAT AND DISTHIBUTIOR

; After tha azmua}. raport han been dmeloped '!m it
bast as to content, there remam ather mpertam aapeats af
ths pmblem. F&rat S,t me‘t: have the pmpex farm*k to aeﬁ
"i;it off effectivelm " seocmdly i.t must be put inw the handa
ot the proxaer readers sa as to dertve the maxim benefita |
| rrem the affart expended in preduoing the report.

_vsx?s , S
The standard 151:1:91' size of 8% x 11 inehea is beaoning
" the standard size for corporate annual xeports, and the

majority of the 1943 reaports surveysd were this size, One

. reason for this trend, which is in most oases an enlarged.

"._f‘,aize, is the widespread use of cherts, tables, and phqto-i
graphs whioch are more eapily adapted to the 8% x ‘lli siizéé‘..
- Besides the faot that it furnishes good display
. possiblilities, this size fi¥s neatly into the usual ofﬂoa



i home file, and thus is more likely to be kept for
tuture reforence, without getting lost or mu%ilateduq

;:fThia one phase of annual reporis sesms %0 be ag
funitorm as any, and i% seems probable that this unifonni%

 111‘bacame even more widespread in the next few years:
J_QUVER

" More and more snnual reperts nre shedding the&r

7;}fam11iar cover atyle of tha company title printed againat$a
if'drah backgwound in favar of ntﬁractively deaigned oavers.
 $¢&3 of thaae rasemble buzterfliea, emerging fram their
xuaty oaoean in full oolcr, and others are adding a eeaond
;} aa1or to praduae striking patterna whiah uatnh the aye ef
'3 $he reader‘ - , |
o The n&ver ia the firat thing that the praspaaﬁtve |
:{'raadar ncticea Ebout an annual report, and while elaborate*
i 'naaa Lan't a neaeagity, a oover that has appeal holds g '“
5‘ definita adrantagea over the stareotypsd atyle. 1r ths |
v,ccmpany 1s geing to make the oantente of 1ta report wcrth-
*,Twhile, 1t wants ths rea&ar $o0 pick the report up and read
| 1t¢' An aztraottva gover 18 1£ke a welcome mat ax tha frunt ,
| daar.'_‘xnowledge and infcrmation must be paekaged attraotively. !

1 B 4 ’
waters, L. Lo, "Hodern Corporation Reports,®

gg Financial Chroniocla, 164:193?. Ootaber 17, 1946.
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Leening somewhat on the lavish aide, a number of
corporations have turned to photographs %o dress up their
annual report covers in 1946, but the results are gratify-
ing. The General Mills report is set off with a photo-
graph of en old mill; complete with water wheel, The
Caterpillar Tractor Company shows a full color picture of
a tractor on the last steges of the assembly line, while
Intarnetional Harvester limits itself to black and white
and oonmes up with an effective print of one of its
cultivators asainat an attractive country landacape..

- Standard 01l adorns its8 report with a oolor painting
ar a village square, oomplate with Esso Service Statian.
Auﬁomobils manufacturers tend to feature their latast |
models, Stuﬂebaker utilizes plates from its natlonal
masazina ads to give a full color display of its poat-
war gar on lta front and back covers, A note glving tha
source of the cuts on the 1nside of the front gover
subtly calls attention to this money-saving aapact. And
Paokard uged its 1946 cover to unveil its newast mpdel -
a 1948 oonyertible 1n maroon,

Others, through the use dr a second color and stylish
ibtering,.turn out appealing covers, ;Genaral Motors and
General Electric gain striking etréoﬁé in this manner;(‘"

-
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<« An attractive cover is a feature which should be.
. given full consideration by the corporation. A change
i trdm year to year seems desirable. When each suooeading
| year finds the repart bound in exactly the same. oover, the
reader tends to file it -- often in the trash basket --
without looking farther than the cover, R

GCOLOR T .
~ The extent to which oolo# should be used in corporate
annual reports is another question which has been bandled
abaut;rreqngnuly, as more complete ennual repérts have.
davaloped.A-Som@’critics believe that color is uncalled
for, while oﬁheraiare of the 6p1nion that the use of color
can be of great value. | : | |
'Ag with the use of photographs, tha stookholdera and '
general pudblic have frowned upon axbensive use of coloxr, .
In writing of the Caterpillar. Traotor report, a prize~
winner in the Financiel World oompetition, Dr. Lewis Haney ‘
commended its use of color while avoiding gariahnesa.z |
' Full color pictures seem out of place in an annual

report, However the use of a second oolor is fairly

F)
"New Fashions in Annual Reporta," Financial World, 8535,
Ootober 2, 1946
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prevalent, and it adds a éréét deal to the presentation.
Yet the faot remains that the use of color, like the use
of photographs, is something extra. A well laid out
report, lgoking color, oan come close o equaling the vari-

colored one.

PﬁBAGRAPHING
| | As bhe review of operations has 3rown 1n length, the
praotiae of breaking it dewn into aactions onuvarious
subjacts has been practioally universally adopted.» By ehe
uae er titles that ahand out, the appearance and raadability
of the revisw {3 greatly inoreased. S
~ Bold face typa of a larger size than the text is in
\general use by many companiaa.to give headings to various
diviaioha bt the review of operations, Corporations -
uaing a second color in their report find it partiocularly
arfeotive when. uaed for tha parasraph headings.

Most oompaniea kaep thelr subject headings in line :

" with the’ text, but General Eleotric utilizes a wide margin’

to 3175 tha subject matter of the text at appropiata’
‘1ntervala. _Elther method seems adequate,

PAPER AND TYPE |
- The wartims paper shortage still exists as a peace~
time paper shortage, but the publishers of annual reports
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do not seea to have been oramped by this faotor in the .
production of their 1946 reports. These appear on all .
’ grades and rinishes of paper. Tn& expense which the
| eorporation wiahes t0 incurr appears to be the governins
| raotor hare. |

With the many styles of clear and attractive typa now
available. the corporation can =- through the use of a
reputable printer - gdd mnch to his report by having it
attractively treated in this respect. Most of the reports
~show little to be asked in this matter. |

, ONE REFORT OR SEVERAL
: As was msntioned earlier, many annual reporta are

now addressed to others besidea-stookholders. Also some
companias have produced separate reports for diatiibutién
_.ta employees,'elthar4made up 6r'exneryts from ths,fegular
rapart‘tovstodkholders; or an entirely different report.
For example. ‘Studebaker too& excarpta from its 1946 repor%
and oombinad them with a syaoial ‘letter from the preaident
and ohairman of the board toc amake & separate report for
employeea."’The sama‘éovaf‘desisn‘wéa used rér:both‘réports.

Weston Smith. business editor and vioenpraaidant ot
Financial World, the magazine which 3ponsora the annual
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contest to selsot the best in corporate annual reports,
favors one report for sll, He expresses his Qteitudo as
. follows: . o | a ‘
It has been the experience of some oorporations,
which have prepared two separate annual reportas,
~* that labor union leaders often compare the -
. statements to stookholders with that for the
employees, and find that the latter has omitted
- e¢ertain information. In some instances this
- overaight has provided emmunition for “another
grievance,” and even a demand to "see the

company's books.® When the same report is dia—

- tributed to these two most important seotions of
'~ the company family, these can be no cause for

such misundersbandinga.

Even without Mr. 8m1th's raaaoning, whioch may or may
not be valid, 1t'wou1d seem that a single report could
serve tha purpose, end serve it wsll. With the wider dis-
peraion of corporata stock ownership, emmhasized by the
atock-bonus plans used in soms 1ndustriea, the employes
and atockhaldar ranka ottononerlap to a certain extent.
The aaded expense of putting out an extra raport aould dbe
aaved, or used 1n part to provide needed 1mprovement in

one eomprehensive repoxt.

kI ,
"Pinancial World, 86:28, July 3, 1946.
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DISTRIBUTION

Corporate annual reports are gaining wider distribue-
tion each yeer. Growing from their basic réoipient‘clasa :
-~ the corporation stoockholders -~ the publication now
goes out to such other groups as employees, business.
colleges and universities, and verious segments of the
general public.

This wider diatribution oan mean great benerics for
both the corporations and the public in general, As the
editors of Trusts and Estates magazine point out:

. The list of public reoipients (of the benefits of:
voti corporaterenterprise) is a long one, . .« . .8
- . oorporation report is a pudblic doocument., Although
.. addressed to stookholders and basically e financial
acgounting by menagement, it should none the less
tell the whole corporate story to stookholders,

" employees #nd the public,  The public samot be
excluded from corporate affairs, cannot be un-
affecsed by corporate activity, and should not -
have to learn from other aouroea the benariﬁa or

. ecorporate enterprise. .

.. Distribution of annual reports of the corporation to

others than stockholders can serve a better purpose than

merely being a nice gesture. The employess are the first
group that one magt consider with the thoughﬁ of widening
‘the circulation of its ennual report. i

"Three Is a Company,® 82:150,»berua:yl>l946 '
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- One writer has suggested that in Ordaryto draw the
best attention of the employes to the report it should be
sent to his home address, accompanied by & letter of trans-
mittal addressed to him individuslly, This gives that
added pe;sonal touch that helps to instilll:eal interest
in the recipient, and create a desire to faaé the report
mbre thoroushly.5

The same author ausseaus’anpther group aa.poauible
recipients of the annual repott. end that is the opinion
molding peoble,of the commnn1t§s In this he suggests
personal distribution if pcssiblq. It would seem desirable
~ to reach thia?groﬁp; but personal distribution in a
cémmunity-ot any .size would ordinarily be out of the
question, ' | A . ,‘

- Yet it would seem.thatithe report should be made
available to this group, and there are certain other methods
whiohfmight be utilized for tﬁie purpose, A plen of
edvertising the availability of corporate ennual reports
(such as that sdopted by the Standard 04l Company of New |
Jersey and several othsr concerns in recent years) is

often an effeotive one, Through coupon-ads 1n’newapapers,

A

5 : ~ _ \
Kerr, Georgse, "How to Get Maximum Benefit from Your Annual
Report,™ Advertising and Selling, 40:56, Jenuary, 1947.
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vinteraated perties can be invited to sand ror the ocurrent

o reporﬁ.

Anether way in which the aonxent of tha annual report
may be publicized 1s through the use or pertinent excerpts
from . 1ts ypages as material for inolusion 1n radio and
.pariodical advertiaing, both natianal and local, This
,ahou;d be'partioularly effective when used in localities
where plants or branch offices are set up. Companies of
sufficient size or importance can accomplish this partly'
by releaains'varioux statistics to newspapers at the time
\1of‘publioaﬁion_of the annual report. Some Qf the financial
’ .figures*and other information have news value to.déily'f
papers as well as financial and buéinesa publications,
Evén‘amallsr'companies will £ind a good reception for such
information in the viocinity of their plants,

: Another way which the corporation may investigate is o
the releasa of parts of the report through looal Ghamber
or commerce or some civio organization.‘ The Ghamher or ,
Gommeroe 13 usually interested in pertinent facts ror 1ta
own magazine and ocan serve to transmit wall-written excerpts
f :froa annual reporta.
. In the distribution of reparts to colleges and

univeraities the corporation enters a fiald where 1t oan
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exert a hélptul'inrluenca on American thinking.

" Mope and more corporations mske a point of
distriduting their annual reports to business
colleges and unlversities throughout the '

. land, not only to educate the coming genera-
~ tions to the importance which the annual

. report holds but also to eid teachers and
- eduocators in bheirépontinuing effort to

further demonraoy.

Thia fleld is one which the larger coryoration might
wall consider, but which 19 hardly*within the acopa of tha
average corporation. The benetits which 1nduatrials can
aoorue from a better nnderstanding through. the influential
group ot men and women attending Amerloan colleges and
universities are sany. | | D

Tha smaller oorporation can aid clearar underatanding
or the henerits or corporate enterprise by publioizing

vital data from its annual report on a local scale,

TIHELINESS

Gorporatione vary by several months as to the prompt~
ﬁesa with whioh they publish their annual reports, There
seems to be little exouse for the delay some companies

make in sending out their reports; The annuai report -

6 i )
Silberampn, Joachilnm, "Making Annual Reports Attractive,"”

‘The commaroial and Finanoial Chronicle, 164:3348,
ecember 40



89

‘ocovers a year!s operations, and like eny review of a
period of time, it loses its value when axéessiialy delayed.
- With the 1946 reports surveyed, the avéfage date of
publication was about March ténth for the oaiendar year
ended December thirty-first, And there seemed to ﬁe no
direct correlation between thé extensiveness of the pre~
sentation and the date of pubiioation. Gaterpillar Tractor,
producer of one of the better annual reports, published
theirs after a lapse of twenty-nine days, while Philoo
required ninty days for a less elaborate one,

Naturally the physical dispersion of a large
company's organlzation as well as its accounting aystem -
plus various other factors -- may cause some varistion in
the time needed for publication of the annual raport.
Howaver promptness is of major 1mportanoa.

Much of the annual report csn be prepared near the
last part of the year, with only the finishing touches
needing to be added after the end of théuperiod._ By the
time the financial statements are drawn up and a'uait,e}d; |
the report could be made raédy‘fér the final approval.

A little planning beforehand can lead to a better-

organized and promptly-released annual report.
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SUMMARY | |

“ The size adopted by most corporations for thelr
annual reports is 84 x 11 inches, The trend is towards
more wide-spread use of this aizg,”and 1t seens entirely
adequate and the most advantageous size available,

The cover of ths report is an important teature’whioh
should receive a good deal of attention, It should be
attraotively designed so as to oreate interest on the part
of the reader and drew his attention to the material
inside, ERN

Full oolor is not recommended for use in annual
reparta. but & second color may be inoorpora:ed_to good
effect in the oasa‘or larger companies,’_Erfactiye arrange-
ment in black and white cen often closely approach the
etfect gained with the use of color, .- A

Logioal paragraphing, aet oft by apprcplate titles,‘

gives the report added reedability. The grade and finish
ot peper on which the report is printed is usually a
7o matter of individual choloe, The average raport utilizea
" olear type end little 15 to be desired here,
| Distribution is a problem that reaches prime 1m@ort-

-

ance as a better report is published. Groups which should'
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be considered in addition to the stoockholders include the
‘employees, colleges and univeisities, and various sections
of the genersl public, | g

Through use of excerpts from the reporﬁgin its
advertising program; and thrqugh advertising the availe
ability of the report itself, the general public can be
drawn into the recipient group. It is usually desirable
to release the report to the easployees directly with a
letter of tranamittal from the top executives,

It seems the best at present to concentrate the
efforts of the company on producing oﬁg good report for
all readers rather then a separate report for such groups
ag stockholders, employees and the general public.

- The value of timeliness is great. Through careful
planning thrqughcut_tha year the compaﬁy'éhould attempt to..
release 1ts annual report as soon as possible following

the end of the pariodg
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CHAPTER VI
OONCLUSIONS

From the foregoing four ohapters the following conolu=
slone as to the most effective treatment of the various parts
 of a corporate annual report may be drawn. .

o FIEANGIAL STATEKEKTS

Tha finanoial statementa of the carporation oompriaa
the heart af’the annual repert, and ghould be given the

: !ulleat oconsideration in its preparation. , ‘
Each atatement ehould be developed in auffioient detazl

in order for the reader who B0 wishes to make an 1ntelligent
analyaia. Thts {noludes the profit and 1oaa atatement,
balancs sheet, and surplus atatemente., ‘ |

' The balance sheet orten requiree a series 9f notes liated
| on another page to indiocate olearly the nature of the varlous
aoccounts, The profit and loss statement break-down ahould

give geparately the more important expense divisions aueh a8



eneﬁ af manufacturing or preaur!ng goods, selling expe
adﬁinistratrve expense, and genaral sxpense. Any nhanga
.in suxplua shauld be accounted for, and capital and earn
surplua should be separate. B
o ”f. aomparative atatements are bighly reoommended by th
{?fAmerloan Institute of Accountants. Listing of such figureﬁ
 i'fax a minimum period of seven years is desirableq:"'

; ' simpiified gtatements are adviesblie for xeporﬁavgoing -
1  to a varied 1ist of reoiplents, with $he regular atatementa -
follawing" The gorporation should be alert to deve10pmente
 @,in accounting terminology which may mean added elariﬁy for
Qf £inane1a1 gtatements. ' A

REVIEW oF wmmmns , |
' The review of Operatians should be caxefnlly prepared
:and.bear tha atamp of approval of tha board of directars aa .
shown by the signatures of the preaident and/or chairman ‘
efther at the end of the review or on a letter of transmittal
which forms a definite part of the reviem, ‘
| ‘The report can still.be properly’iabeled a report to
' stodkholders, but as the company expanda the diatribution ot '
‘, ﬁhe report, there sheuld be & paxagraph at ths opaning af the
' reviaw ta the effeot that the report is 1ntended for other

intarested parties as well as the stockholders. -
The subjects t0 be reviewed vary aaoording to the

partioular business which the corporation may be engaged in,



Eﬁiifsjf,mrtain genexral subjects are common %0 praatiéalii
fiéié.sf".‘ At present labor relatlons vis & subject aa'i.i‘_
'i;for adequate ooverage ag much ag any other, Al fun fzr‘v‘l"’ &
men*& of management~employee problems is virtuany a mx or
afhe adequa‘ka annual roport RO
o f}:?f;_?.’t.nanae s the heading under which the managemnt
‘poa.m out elgnificant developments as to funded debt,'_,
.,a‘mnk ‘{ssuss, and other phases which cannot be mzy tcld vy

'f;.,,w'mare figures in the financial ata’samanta.‘ A atatement 7:;,3 o

%o 4he number of stockholders and some breakdomn as ‘BG thetr
- "classificatian 1 desireble, . RN
neaearoh and the aempany's produots ave two more items

f}{‘ili;whiah will usually require mention in the review of Opar tions.

""‘It 43 to the company's benefit to point out the cont:ibutim
whiah research may make in the way of inauring the safaty o
" the stockholder's investment and the employee's jo‘n. Bxlei'
'uh’_treatment should be anaordad the aompany's prcduo‘ha, paznthxg

out any recent 1mprmements, along with an axpressed horpa":for

_:_i;_;:;:v{ba.aki.ng by the raader. , :
-~ In view of the mmreaslngly 1mportan1: role that tma
_ﬂj_play in the 1ife of the corporation, as well as the individuals

whﬁ yeaocaive the annual reparts, this subjeat should be aooerded
f‘_ﬂf?“mtian. Should it bas the oonsidered apin&on of magemant




Ltha‘k their company 'beara an excess tax hurden, this mlghtg’
'{waﬁ be indicated. :

e

The production record for the yeer, along with the faotors
;‘*1-;1}'inﬂuenaing it either for tne better or worse, should b eovarad

: and & statement of the advartiaing poliay of ¢he oompany would

be part of a complate report. ,
. . Developments as far as nampeﬂttm goes may ‘ba mrthy of
~,,1mantiun, and some atatampnt as tfz the standing of the aampany

kwithin ite field of industry sheuld be madv&. ‘i‘ha&re is a tzend

towarda &ncluaion of & paragraph aa to the outleak fcr tha

:‘_‘_jfuturo. It seems that this subjeot oan baat ba cwazad by a

ffaotua:. evidene:a. Iy u eften well to 1no1ude tha ba

thév_ yariaé just paat.
feaifﬁ ‘kha idaa best. , .
It is aaaenﬂal that the text of the review of oper
tons be readable, and a olear, easily understood atyvvy

A short sinoere statemeat yi.‘z.li

¥

fthe:_‘:baa% mathod of mauxing this quauty. “i‘ha 1nrorma

| -;can‘ be efreotivaly rendered in nerzetive styla, and set forth

ghort sta*kament as to the gane;-al nutlook, aarefully ba‘ a on



| 5:.21 Iagiaal paragrapha vhmh taauiﬁatu xeading auﬂ undexuﬁ

:;vg»ti;?istanding of tha zapart. o .

Lo smmvuMAm MATERIAL
 There are 8 number of metheds whla&; san ba utilisa

'r.ff-;"_-..'i;famlemant the xsviw of operations, end moke the rapaﬁ; a
,','vam'e oonglse snd effeotive publiscation.. e
_ Ghart:s and graphs may be used to present pimormnyi ‘
‘mrematicn wmch would nc‘k be equally effeotive in 'fsha tsx‘h. _
Sa:tes, tams, dtstribution of the s.ncam daum*, and ea:mings
L ana dividen&a paid per shara of atank are nm.y a few nt the

'l{_l'mny Mems whioh lend themselves well to gmphia&i preaenu ,

. #ﬁ.‘kiom If a cmrmmtion ‘plang to use charts it ahauld ‘ba
éaz’aful to heve them d;ravm w in olear, uzzi.‘rarm atyla, ,’_-
Tables ara an effective mesns of presenting va.rmu
"ta’kis’kiaal date. In both tebles and oharts the mpaﬁ-sim

ahéum be caraful to include a long anaugh periad ‘bo :ar ,r
'alm uomparison, preferably hen yesra, . C e
i ‘Tables and oharts ocen ba over-ised. They- ahcmldn
fi?eak into the roview 20 often as to take away the ;csing uity
,;;af'thuugh%. Alap the ploture~book type of repert Iah'cﬁ;

aveided; : : \ . i
" Phetagrapha are. f:me af those eztras whioh are. hee#

v;exeaarvad for special axmi.varsary nuberse L&rgar eamxian es




‘ vie ab 8 thma’ and it saama adequate for maat oomp q_.vea;

may use them effeotivaly on a small saale however, nhoas’ing
su'bj ecte thet will daﬁnite‘ly add to the xeaders unaef dem

mzm AND DISTRIBUTION o |
As to the sim. the 8% x 11 !.mh aeema ‘bu ’ba ayp:'_

;The sover is an S.mpor‘bant feature=wit should ba attraaﬂvaly

| mdesigned go as 40 gatoh %he 1nterea-& uf the raader ana S.nvite
'mspeotian of the material insides . W

| - Full oolor is out of 'elm quaation for mos'b zepwta, but
:a. aeaand golor may be considered advantagaous in oasa ‘of 1arger
nc:cgorat 1ons‘ Others oan af:rentively arrange thal:a cm blaok

'_ and white so as $o obtain the best present&tiom o

... The tex!: of the review of nparations should be divided

i mm logioal pmgrax)hs, set off by stylish headinga., The
i;;j:*":gmde and finish of paper axe more of an individusl cheioe
if}ﬁ‘“;f'rather than & ariteria of a good report, and the almm unin
"vsraa.l use of clear type leaves lltﬂa to de asked 1n thie :

i There are wider flields today than ever before h: 'whioh

f_f-gng aorporation mey wish to dlstribute its ennuel 1'6‘901'*“
‘;‘-:}._;mexps to be oonsidered inoluds, besides the atcekhaldara,

_ the employees, colleges and universities and various sections




’99
- of the public 1n ganaral. |

It 48 often to the advantage of the company to disw

" tribute the report to its employess and to the segmants of
- the general pnblm which are interested and involved in i.ta
operations, This can be acoomplished through advertisement
er general news releases at the time of the publication of
the report, besides other possible methods: ‘
e .&‘a"t‘a the question of whether the company should pube-
 14sh separate reports for stockholders and amployses, it

' geems best to try and work out one nomprehensiva repurt far

811 those who will receive it/

| The cerpura‘hian should, through careful planning 'before-
hand, attempt to distribute its annual report as soon ™
possible after the close of the fiscal period. A report |
loses value when it is deleyed to any extents )
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