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The ideal world vs the real worldThe ideal world vs the real world

• There are bad people who lie• There are bad people who lie.
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Private vs public

• Who cares? Let's all show it all!• Who cares? Let s all show it all!
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Private vs public

• They all have stakeholders• They all have stakeholders
–Customers
–Vendors / suppliers
Dealers / distributors–Dealers / distributors

–Partners / joint ventures
–Contractors / outsourcers
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Where to start

• "Investor Relations"• Investor Relations
• "Financial Information"
• "Shareholder Information"

–Even if private
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Dissecting a 10 KDissecting a 10‐K
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The good stuff...

• Business overview• Business overview
• Risk factors, legal proceedings, g p g
• Selected financial data (overview)
• Management's discussion/analysis
• Financial statements and footnotes• Financial statements and footnotes
• Auditors' reportp
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Business description

• Good for overview• Good for overview
• Bad news often buried
• Segment, market share info, key 
b d   l   h l   tbrands, sales channels, etc.

• Item 1 of 10‐K
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Risk factors

• Chicken Little  anyone?• Chicken Little, anyone?
–"Our success depends on our ability 
to attract and retain highly qualified 
employees."p y

–"MARTHA STEWART WILL CONTROL 
OUR COMPANY"OUR COMPANY"
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Risk factors

• GM 2006:• GM 2006:
–Economic and industry conditions 
constantly change and could have a 
material adverse effect on our ff
business and results of operations.
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Risk factors

• Source for market / industry info• Source for market / industry info
–The global automotive industry is 
estimated to have had excess capacity 
of 14.8 million units in 2006. f 4
(Ford 2006)

Item 7A of 10‐KItem 7A of 10‐K
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Legal proceedings

• Look for big ticket items• Look for big ticket items
• Class action suit

–We are engaged in significant litigation 
with Johnson & Johnson  Expect to with Johnson & Johnson... Expect to 
spend $1 billion in legal matters

–Look for plaintiffs' web site

Item 3 of 10‐K Item 3 of 10‐K 
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Selected financial data

• Five year summary• Five‐year summary
• Operations, balance sheetp ,
• Good for quick comparison year to 
year
–Can't compare with others w/0 Notesp /

Item 6 of 10‐K
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Mgmnt's discussion

• Lots of detail• Lots of detail
–MEGO syndrome

• This is where they give the bad 
newsnews

• Look for red flags....g
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Mgmnt's discussion

• Words to watch for• Words to watch for
–Challenging
–Difficulties
Restructuring (woops! our bad)–Restructuring (woops! our bad)

–Corrective actions
–Circumstances

It     f  KItem 7 of 10‐K
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Financial statements(1) 
and notes

(1) and footnotes

• There's numbers and there's 

( )

There s numbers and there s 
numbers
–Citigroup recorded $9.568 billion 
expense in 2008 for lost goodwillp g
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Look for signs of trouble
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Compare accounting 
policies  /i   i d stpolicies w/in  industry

[Costco 2008 10‐K] [Costco 2008 10 K] 
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Financial statements

• Look for revenue by division / • Look for revenue by division / 
segment / geographic region

Item 8 of 10‐K 
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Auditors' report

• Should be "unqualified" opinionq p
• Watch for red flags

–Change in auditors
–"uncertainties"uncertainties
–"going‐concern problem"

Appears with 10‐K/AR
–See also Item 9 "Changes in &  –See also Item 9  Changes in &  
disagreements with accountants"
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Other "forms" of life

• 10 Q (quarterly report)• 10‐Q (quarterly report)
• Proxy statement (PRE 14A & DEF 14A)y ( )
• 8‐K
• Forms 3, 4, 5, Schedule 13D & 13G

–Changes in stock ownershipChanges in stock ownership
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Proxy statements

• Prior to annual meeting• Prior to annual meeting
• Bio, pay and other compen$ation, p y p
of top execs, shares held
Skin in the game  s all comp based –Skin in the game vs all comp based 
on share price

• Shareholder proposals
Watch for big issues–Watch for big issues
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8‐K

• Anything "significant"• Anything  significant
–Every press release
–Consent decree
Product recall–Product recall

–Executive indicted
–Impending bankruptcy
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Analyst conference calls

• Must disclose promptly• Must disclose promptly
• Usually just audio, no transcripty j , p
• How probing are the analysts?
• How do the execs respond?
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SEC's new IDEA

• Interactive Data Electronic • Interactive Data Electronic 
Applications, a.k.a. XBRL
–Effective June 15 for largest co's
Phased in for the rest–Phased in for the rest

• From forms to interactive data
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SEC's new IDEA

• Test drive it at • Test‐drive it at 
viewerprototype1.com

• More at 
www sec gov/spotlight/xbrl shtmlwww.sec.gov/spotlight/xbrl.shtml
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Private companies

• Annual report• Annual report
• Financial info
• Lots of secondary research

• Good luck!• Good luck!
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Cargill Inc.
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Mars Inc.

• Total info available on web:• Total info available on web:
–Sales of $22+ billion (or $30 billion)
–70,000 employees, 300+ sites, 130+ 
factories  in 60 (or 75) countries factories, in 60 (or 75) countries 

–6 (or 5) business segments: 
h l i l f dchocolate, pet care, Wrigley, food, 
drinks, "Symbioscience"
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Have fun  be creative!Have fun, be creative!

It's an adventureIt s an adventure
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Mary Ellen Bates 

 

Mary Ellen Bates is the owner of Bates Information Services, providing 

business research to business professionals and special librarians, and 

consulting and training services to the information industry.  She provides 

half- and full-day workshops on effective online research and other topics 

related to knowledge work.  

 

She is a frequent keynote speaker, and is the author of six books and 

innumerable articles on the information industry. 

 

Mary Ellen offers two free email monthly newsletters: 

 “Bates InfoTips” (BatesInfo.com/tip.html) and 

 "Info-Entrepreneur Tip of the Month" (BatesInfo.com/ib-tip.html) 

 

If you would like to subscribe to either, just ask (mbates@BatesInfo.com)  

 

She also blogs, at  www.Librarian Of Fortune.com  
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