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ABSTRACT 

The objective of this study is to evaluate the 

incremental information content of the Annual Report to 

Shareholders (ARS) and the 10-K. The study defines 

incremental information content as that set of data that has 

not been previously released to the public, which is 

contained in the ARS or 10-K, that gives rise to a resetting 

of equilibrium security prices. The results of the study 

have two implications. First, a finding of the existence of 

incremental information content in either the ARS or the 10-

K provides evidence that investors may use the incremental 

data contained in either report to improve their estimates 

of firms' systematic risk components (Beta). Second, the 

results of the study may provide feedback value to 

accounting policymakers for evaluating their prior beliefs 

concerning the wealth effects of their accounting policy 

decisions. 

The study employs the familiar Market Model for 

generating unexpected returns. Further, the ordinary least 

squares regression method is used to derive regression 

parameters (including Beta) for the Market Model. This 

procedure has been accomplished for the 312 ARS and 159 10-K 

sample firms for reporting years ending in 1975, 1976 and 

1977. The Quandt log-likelihood ratio and the Chow test 

xi 



xii 

have been employed to block the two study samples on the 

basis of stable regression parameters and to determine which 

weeks in the study period Beta-shifts have occurred for 

firms in the Non-Stationary ARS and 10-K groups. 

Two procedures have been employed in the study. The 

first procedure has been employed to determine if an unusual 

concentration of Beta-shifts has occurred in conjunction 

with the release of either report. The second procedure has 

been employed to detect the existence of any unusual 

unexpected return activity associated with the release of 

the ARS or the 10-K. 

Using the procedures described above, the study 

concludes that neither the release of the ARS nor the 

release of the 10-K affects investors' assessments of firms' 

systematic risk components or return distributions. Thusf 

the evidence the dissertation provides does not support an 

hypothesis that either report possesses incremental 

information content. Finally, the study concludes that the 

ARS and the 10-K fail to influence investors assessments and 

that policymakers must rely on their value judgments 

concerning their prior beliefs for the wealth effects of the 

ARS and 10-K. 



CHAPTER 1 

OBJECTIVES OP THE DISSERTATION 

To date, numerous security-price studies have been 

conducted by accounting investigators to determine whether 

accounting data have information content.* For example, 

Beaver (1968), May (1971), and Foster and Vickrey (1978) 

deal respectively with annual earnings announcements, 

quarterly earnings announcements, and the 10-K. Beaver has 

determined that annual earnings announcements published in 

The Wall Street Journal possess sufficient information to 

cause a change in the expectation of the market as a whole. 

He finds that the magnitude of unexpected price changes in 

the week annual earnings announcements are released to be 

67% higher than the average price change of the surrounding 

sixteen non-announcement weeks. Similarly, May (1971, p. 

150) has determined that quarterly earnings announcements 

also possess information content from the aggregate 

1. Accounting data are said to have information 
content when they cause either 1) security-market investors, 
in the aggregate, to alter their assessments of the 
probability distributions of future returns to the extent a 
resetting of equilibrium security prices occurs or 2) a 
change in investors' expectations such that it leads to an 
altering in the optimal composition of their portfolios as 
reflected by increased trading volumes (Beaver, 1968, pp. 
68-69). 

1 



perspective. May's analysis is based on a sample of firms 

whose quarterly earnings announcements are published in The 

Wall Street Journal Index. The results of the May study 

indicate that average price changes occurring in weeks where 

firms' quarterly earnings announcements are released are 

greater than the average weekly price changes in surrounding 

non-announcement weeks. Foster and Vickrey (1978) have 

investigated the annual report required by the Securities 

and Exchange Commission (SEC) on Form 10-K. They find that 

the average absolute value of the unexplained price changes 

during the trading week immediately following the date the 

10-K is filed in Washington, D. C. is greater than the 

average absolute value of the mean unexplained price changes 

occurring during weeks surrounding the 10-K filing week.2 

Based on their findings, Foster and Vickrey (1978, p. 931) 

conclude that investors, in the aggregate, use the 

incremental information contained in the 10-K, or at least a 

data set that is consistent with the data set contained in 

the 10-^K, in setting equilibrium security prices and, thus, 

that the 10-K possesses incremental information content. 

One of the elements of the corporate financial 

reporting process which has escaped the scrutiny of 

2. In their study, Foster and Vickrey (1978, p. 921) 
refer to the incremental information content of the 10-K as 
the information which is contained in the 10-K, but which 
typically is not contained in the ARS. 
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accounting investigators is the Annual Report to 

Shareholders (ARS).^ It is this void which provides, in 

part, the motivation for this dissertation. More 

specifically, the first objective of this dissertation is to 

investigate the incremental information content of the ARS 

as reflected by changes in equilibrium security prices. In 

the context of this study, incremental information content 

of the ARS refers to the information content of data 

contained in the ARS not previously disclosed to the public 

via other sources. 

The second goal of this dissertation is to extend the 

scope of the Foster and Vickrey 10-K study by examining 

more, as well as more recent years.^ That is, the second 

goal of this dissertation is to investigate the incremental 

information content of the 10-K as reflected by changes in 

equilibrium security prices over a three year period. The 

term incremental information content, in terms of the 10-K, 

3. The ARS usually contains more than accounting 
data. In general, the ARS contains the following sections: 
a letter from management, a highlights section, a limited 
pictorial and narrative presentation concerning the 
operations of the company, annual financial statements, 
notes related to the financial statements, the accountant's 
report, a five or ten year summary of operations, a listing 
of directors and officers, and an announcement of the annual 
meeting (Foster and Vickrey, 1978, p. 923). 

4. The Foster and Vickrey study deals only with 
firms whose 10-K reports are filed in 1973 (1978, p. 922). 
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refers to the incremental data set contained in the 10-K, 

not previously disclosed to the public via other sources 

(including the ARS). 

Importance of the Dissertation 

The results of the dissertation contribute 

significantly to two areas of accounting research. One 

contribution deals with confirming prior beliefs of 

accounting regulators concerning their expectations for the 

wealth effects of the incremental data set contained in the 

ARS and the 10-K.5 The other deals with the ongoing 

controversy surrounding the usefulness of the ARS and 10-K. 

These contributions are considered further below. 

Wealth Effects of the ARS and the 10-K 

Investigating the wealth effects of the ARS and the 

10-K is one of the primary purposes of this dissertation. 

Specifically, the results of this dissertation may be useful 

5. Wealth effects refer to the economic consequence 
that informationr such as accounting information may have 
for firms and individuals in society. Specifically, 
accounting information may influence individual investors' 
assessments of security return distributions, thereby 
altering the security price structure. This reassessment 
may result in a redistribution of costs of capital among 
firms, and through this redistribution, the allocation of 
capital to various uses in the economy. Moreover, an 
alteration of the security price structure influences the 
value of portfolios held by individuals, resulting in a 
redistribution of wealth among individual investors (May and 
Sundem, 1976, p. 749). Other wealth effects, such as 
revision of portfolio composition, are not dealt with in 
this dissertation. 
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in confirming or rebutting the prior beliefs of accounting 

regulators concerning their expectations for the wealth 

effects of the incremental data set contained in the ARS and 

the 10-K. These wealth effects are, or ought to be, 

important to accounting policy-makers for several reasons. 

First, the preferences of accounting policy-makers for 

accounting and other disclosure data contained in the ARS 

and the 10-K constitute the sole welfare function 

representing societal preferences for this data. Second, 

accounting policy-makers are vested s.olely with the legal 

authority for promulgating accounting and disclosure 

reporting requirements. Consequently, accounting policy

makers bear the social and legal responsibility for the 

wealth effects of the incremental data contained in the ARS 

and 10-K. While the wealth effects criterion may not be the 

sole motivation for disclosure regulation, it seems it ought 

to be an important consideration in the financial reporting 

and disclosure regulatory process. In fact, this criterion 

plays heavily in the rationalization of disclosure 

regulation, the justification and social desirability for 

disclosure regulation, and the welfare implications of 

disclosure regulation. The balance of this section is 

devoted to a discussion of these factors and concludes by 

identifying the responsibility of accounting policy-setters 

for evaluating the wealth effects, on an ex post basis, of 

their financial reporting and disclosure promulgations. 
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The Rationale for Disclosure 

The rationale for disclosure regulation is founded on 

the belief that the society-wide distribution of information 

concerning the financial welfare of firms is "inequitable". 

For example, May and Sundem (1976, p. 749) observe that 

disclosure regulation exists due to the notion that the 

laissez-faire market mechanism for determining each firm's 

financial reporting policy results in "socially undesirable" 

allocations of wealth. Further, Demski (1974, p. 229) notes 

that "socially undesirable" allocations of wealth may result 

from myopic individual-by-individual acquisition of 

information.6 The implication is that some individuals may 

improve their welfare, at the expense of others, through 

monopolistic access to information. Similarly, Demski 

(1974, p. 229) recognizes that a "socially undesirable" 

allocation of wealth may result due to firm suppression of 

information resulting in the exploitation of non-owner 

individuals. Thus, the possibilities of both production 

(i.e., firm suppression of information) and consumption 

(i.e., individual monopolistic access to information) 

6. The term "socially undesirable" allocations of 
wealth refers to allocations of wealth which are not 
consistent with some ethical social postulate. Both May and 
Sundem and Demski base their judgments of social 
desirability on the postulate that maximization of social 
welfare is the objective of the policy-makers. Therefore, 
a "socially undesirable" allocation of wealth, in their 
opinions, is one which is not consistent with the 
maximization of social welfare. 
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negative externalities in the production and dissemination 

of financial information imply that regulation may lead to 

an allocation of wealth that is pareto superior to that 

achieved by the free market mechanism (May and Sundemf 1976, 

p. 749). Thus, the rationale for disclosure regulation 

rests on the belief that inequities resulting from 

monopolistic and monopsonistic power over information may be 

resolved, albeit not entirely, through such regulation. 

Justification and Social Desirability for Disclosure 

Disclosure regulation must satisfy at least two 

necessary conditions in order to justify the constraints it 

places on the free market mechanism. Specifically, it is 

necessary that disclosure regulation result in a different 

allocation of wealth and that it be sensitive to individual 

preferences. May and Sundem (1976, p. 749) identify the 

necessary condition that disclosure regulation be able to 

achieve an allocation of wealth which is at least different 

from an allocation of wealth achieved by a free market 

mechanism. That is, the consequence of disclosure 

regulation ought to manifest itself in the form of a 

different social state. In a world of costless disclosure, 

a different social state occurs if and only if the 

disclosure results in a resetting of equilibrium security 

prices or a revision in portfolio composition. However, in 
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reality, disclosure is not costless.7 This fact alone 

motivates a different social state, notwithstanding the 

consequence of a changing security price structure. 

Several economists believe that in order for a 

welfare function (e.g., a social welfare function for 

financial accounting and disclosure regulation) to be 

optimal at the societal level it is necessary that 

individual preferences are taken into account. For 

example, Quirk and Saposnik (1968, p. 104) identify such an 

ethical postulate: 

In principle, one could conceive of a whole host of 
theories of welfare economics, based upon differing 
sets of value judgments concerning the manner in 
which the term "desirable" state of the economy or 
economic system should be defined; in practice, 
essentially all of modern welfare economics is based 
upon one fundamental ethical postulate. To borrow 
Samuelson's phrase: In evaluating states of the 
economy, individuals' preferences are count. 

Taking optimal societal welfare into account in the 

process of formulating financial accounting and disclosure 

regulation has been suggested as a rational goal for 

accounting policy-makers. Specifically, May and Sundem 

(1976, p. 748) suggest that accounting policy-makers include 

maximization of social welfare in any statement of 

7. The costs of disclosure regulation are reflected 
through the consumption of resources devoted to the 
production, certification, dissemination, processing, 
analysis, and interpretation of disclosures; and, the use of 
resources in the development, compliance, enforcement, and 
litigation of disclosure regulations. 
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objectives dealing with financial accounting and reporting. 

That is, the welfare postulate requires that accounting 

policy-makers consider individual preferences in formulating 

financial accounting and disclosure policy. In fact, the 

FASB, in Concept No. 2 (1980), recognizes that different 

individuals may prefer different information and that it 

must cater to these users of accounting information. 

The Social Welfare Postulate and Disclosure Regulation 

The social welfare postulate requires that accounting 

policymakers utilize a disclosure decision model which takes 

individual preferences into account. Such a decision model 

is referred to as a collective choice rule (May and Sundem, 

1976, p. 750). The existence of a collective choice rule 

satisfying the postulate of social welfare maximization is, 

in general, rendered impossible by Arrow's impossibility 

theorem. Arrow (1963, p. 59) demonstrates that, excluding 

the possibility of interpersonal comparisons of utility, the 

only methods of passing from individual tastes to social 

preferences which is defined for a wide range of sets of 

individual orderings are either imposed or dictatorial. 

Thus, it is generally not possible to maximize social 

welfare through aggregation of individual preferences in a 

social choice rule. 

In evaluating the implications of the social welfare 

postulate for normative accounting standards, Demski 
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summarizes the implications of Arrow's impossibility theorem 

for financial reporting and disclosure: 

There is no method of selecting among social 
alternatives that is not dictatorial (nor imposed), 
but is pareto optimal, independent of irrelevant 
alternatives, and provides a complete, transitive, 
and reflexive ranking of social alternatives (Demski, 
1974, p. 228). 

The implication of Demski's statement is that while there 

are cases where selection of normative accounting standards 

can result in a social optimum, in general it is not 

possible to choose such standards and at the same time 

satisfy the necessary conditions for attaining a social 

optimum. For example, if every member in society prefers 

accounting choice A to accounting choice B, and in turn, 

accounting choice B to accounting choice C then selection of 

accounting choice A results in attaining a social optimum. 

On the other hand. Arrow (1963, p. 63) demonstrates that 

methods of selecting among alternatives such as voting (like 

the method of choice of the PASB) cannot generally achieve a 

social optimum. Thus, while in certain cases accounting 

policy-makers are able to achieve a social optimum through 

regulation of accounting and disclosure information, in 

general they are not able to achieve socially optimal 

regulations. 

Policy-Maker Evaluation 

In view of the social welfare postulate and Arrow's 

theorem, it seems that the accounting policy-makers take on 
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a very special role in the disclosure process. 

Specifically, the accounting policy-makers are the social 

choice rule surrogate. That is, accounting policy-maker 

preferences for financial reporting and disclosure data 

represent the sole social welfare function for this data. 

One of the contributions of the dissertation is to 

provide the accounting policy-maker evaluative data. 

Specifically, the results of the dissertation supply the 

policy-maker with data needed to evaluate their prior 

beliefs concerning expectations for the incremental data set 

contained in the ARS and the 10-K. That is, if the 

dissertation provides evidence that indicates investors use 

either the ARS or the 10-K in assessing return distributions 

of firms, then policy-makers must decide if the related 

effects (i.e., economic consequences) are consistent with 

their prior beliefs. On the other hand, if the dissertation 

fails to provide evidence of a resetting of equilibrium 

security prices due to the impact of the incremental data 

contained in the ARS and the 10-K, then policy-makers must 

decide if the state of the world after the disclosure 

regulation is superior to the state of the world before the 

disclosure regulation. 

The Usefulness Controversy 

The results of the dissertation may contribute, 

evidence reflecting the presence or absence of security 
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price reactions associated with the release of the ARS and 

the 10-K. This evidence, while not controlling, may 

influence the controversy surrounding the usefulness of the 

ARS and 10-K. Briefly, at the root of the controversy is 

the fundamental question of whether investors use the ARS or 

10-K for decision-making purposes. 

There has been a significant level of empirical 

investigation dealing with the usefulness of the data 

contained in the ARS. For example, a laboratory study by 

Pankoff and Virgil (1970, p. 22) concludes 1) that users 

want financial information and 2) that present financial 

accounting information is not useful for decision-making. 

In their study, their laboratory subjects use only financial 

information similar to the data contained in the ARS. In a 

study based on a shareholder survey, Epstein (1975, p. 71) 

observes that while shareholders consider the ARS to be 

useful, they still prefer to rely on others (i.e., 

investment advisors, accountants, etc.) for investment 

advice. Benston (1976, p. 73) notes the formal presumption 

about the ARS is that it contains jiajza; and that the essence 

of the news is thought to be in the financial statements. 

Benston argues all of the news is not new and maintains that 

the stock market has already impounded the essence of the 

information contained in the ARS in security prices. 

Benston bases his argument on the Efficient Market 

Hypothesis. This hypothesis holds that the stock market 
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reacts instantaneously and in an unbiased fashion to newly 

released, publicly available information. Since year-end 

operating results for firms are reported precedent to the 

release of the ARS, Benston argues that the securities 

markets already have impounded the data contained in the ARS 

(Benston, 1976, p. 75). On the other hand, Sorter (1975, p. 

51) argues that earnings reports are useful for investment 

decision-making and urges investors to examine the "quality" 

of the earnings figure by thoroughly studying the financial 

statements prior to deciding to buy, sell, or hold a 

security. He suggests that such an evaluation is the 

beginning of understanding a company. The results of the 

dissertation may provide evidence for the ARS usefulness 

controversy. The presence of a price reaction seems to 

support the side of the usefulness controversy that contends 

the ARS is a useful report for investor decision-making. On 

the other hand, the absence of a price reaction does not 

support the contention that the ARS is useful for investment 

decision-making. 

Similarly, there has been significant empirical 

investigation and discussion dealing with the usefulness of 

the data contained in the 10-K. For example, Benston (1974, 

p. 35) has criticized the SEC for its disclosure 

requirements under the Securities Exchange Act of 1934. 

Benston's criticism is based on one of his empirical 

studies. In this particular study, he focuses on the 
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usefulness of reported data of a sample of 100 corporations 

whose securities are subject to poolings. Benston (1974, p. 

31) concludes that since there is a minimal economic 

relationship between firm financial data, as reflected in 

Moody's Investors Services, and stock prices, then the 

subsequent disclosure of those poolings in SEC required 

reports is untimely and irrelevant. Commissioner A. A. 

Sommers, SEC Commissioner in 1974, does not accept Benston's 

findings as total and conclusive. He asserts that the 

knowledge that a report to be filed (e.g., Form 10-K) may 

result in significant liability disciplines earlier 

disclosures and assures its integrity (1974, p. 38). In 

contrast to Benston's findings, Poster and Vickrey (1978, p. 

931) conclude the stock market, in the aggregate, appears to 

use the incremental data contained in the 10-K in setting 

equilibrium security prices. The results of this study may 

provide evidence for the 10-K usefulness controversy. 

Specifically, the presence of a price reaction associated 

with the public release of the 10-K seems to support the 

contention that the data contained in the 10-K is useful for 

decision-making. Absence of a price reaction at the time of 

the public release of the 10-K does not support the 

contention that the 10-K is useful for decision-making. 
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Limitations of the Investigation 

The reader of the dissertation may want to 

recognize certain limitations of the dissertation 
• 

experimental design. These limitations arise from the short 

time frame of the study, the application of sample selection 

criteria, and investigating the incremental information 

content of the ARS and 10-K at only the aggregate level. 

These limitations are considered below. 

The first limitation arises due to the time period 

design. Specifically, the dissertation only deals with 

firms which filed ARS or 10-K reports for fiscal years 

ending in 1975, 1976 and 1977. Thus, care must be exercised 

in making inferences for fiscal years outside the timescope 

of the dissertation. 

A limitation arises due to the application of sample 

selection criteria. Specifically, sample selection criteria 

are utilized in security-price studies to define a set of 

firms to be included in the study sample. Formation of "a 

study sample using selection criteria results in sample 

bias. Sample bias results from the study sample being 

formed on other than a random basis. This bias may limit 

statistical interpretations. Two views of the resulting 

study sample are offered in this dissertation. 

Interpretations of results may be based on the resulting 

sample being viewed either as a population in its own right, 
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or as a representative sample of some undefined population 

[Poster and Vickrey, 1978, p. 927]. 

Interpretation of the results of the study should not 

be viewed as totally conclusive since the study investigates 

incremental information content of the ARS and 10-K only at 

the aggregate level. That isf the ARS and 10-K may possess 

incremental information content which is not detectable by a 

price reaction. Information content may also be reflected 

by a change in the optimal composition of individuals' 

portfolios reflected by increased trading volumes. 

Investigations of incremental information content at this 

level are not dealt with in this study. 

Organization Plan of the Study 

The dissertation consists of seven chapters. This 

chapter discusses the objectives, importances, and 

limitations of the study, as well as the organizational plan 

of the study. 

Chapter Two reviews the development of the 

usefulness criterion together with the related qualitative 

characteristics. Further, Chapter Two reviews several 

studies dealing with the usefulness of the ARS and 10-K. 

This review consists of analytical, empirical and anecdotal 

contributions. 

The third chapter establishes the theoretical 
I 

rationale for the nature and design of the study. 
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Specifically, it contains a discussion of the development of 

Portfolio Theory, the Capital Asset Pricing Model, and the 

implications of these developments for accounting. 

The fourth chapter is the methodology chapter of 

the dissertation. This chapter describes the procedures 

employed to generate data for the Beta-shift technique and 

unexpected return methodology. These procedures are to be 

employed in the investigation of the incremental information 

content of the ARS and the 10-K. 

Chapter Five discusses the data gathering process, 

the application of the sample selection criteria, and 

reviews the results of the Quandt and Chow tests. The 

resulting ARS and 10-K samples are each divided into 

Stationary, Non-Stationary, and Total Groups. The data 

concerning shifting Betas and unexpected returns are formed 

here and readied for analysis in Chapter 6. 

Analysis of the Beta-shifts and the unexpected 

returns are contained in Chapter Six. The analysis 

associated with the Beta-shift technique identifies any 

unusual Beta-shift concentrations over the study period. 

The analysis associated with the unexpected returns consists 

of ordinal rankings and binomial sign tests. 

The seventh chapter contains a summary and presents 

the conclusions of the study. In addition, the seventh 

chapter indicates potential areas for future research 

efforts. 
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Finally, Appendices and References are provided. 

The Appendices provide necessary detail for matters cited in 

the text. 



CHAPTER 2 

THE USEFULNESS OF THE ARS AND 10-K 

The goal of this chapter is to review the usefulness 

of the ARS and 10-K. Specifically, this chapter is divided 

into four sections. The first section identifies the nature 

of usefulness in the accounting setting through the 

statements of authoritative accounting bodies. The second 

section reviews the usefulness the ARS. The third section 

deals with the usefulness of the 10-K. Finally, the last 

section summarizes the chapter. 

Usefulness 

Usefulness is identified as a necessary financial 

accounting criterion by most authoritative accounting 

bodies. Specifically, the American Accounting Association 

(AAA), the American Institute of Certified Public 

Accountants (AICPA), the FASB, and the SEC have published 

statements that identify the usefulness criterion as the 

foremost criterion for financial accounting and reporting. 

Further, each of these authoritative bodies have identified 

certain reporting qualities which enhance usefulness. The 

various views of the usefulness criterion and the various 

reporting qualities enhancing its significance are discussed 

below. 

19 
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AAA 

The AAA (1966, p. 4) has identified four major 

objectives of accounting: 

1. Making decisions concerning the use of limited 
resources, including the identification of crucial 
decision areas, and determination of objectives and 

2. Effectively directing and controlling an 
organization's human and material resources. 

3. Maintaining and reporting on the custodianship of 
resources. 

4. Facilitating social functions and controls. 

That is, the objective of accounting information is to be 

useful for the purposes described above. Further, the AAA 

has identified four accounting standards which it believes 

are essential in evaluating potential accounting 

information. These standards are described next. 

standard. Specifically, the relevance standard requires 

that the accounting information must bear upon or be 

usefully associated with actions it is designed to 

facilitate or results desired to be produced (AAA, 1966, p. 

7). Further, the needs of potential users are viewed as 

having paramount importance. 

Verifiability. The standard of verifiability requires 

that essentially the same measure or conclusion would be 

reached if two or more qualified persons examined the same 

data (AAA, 1966, p. 7). Moreover, the AAA stresses the 

goals 

The AAA views relevance as the primary 
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importance of verifiability in view of opposing interests 

various users may have. 

Freedom from Bias. The standard of freedom from bias 

requires that accounting-related facts have been impartially 

determined and reported (AAA, 1966, p. 7). Further, 

techniques employed to develop data are to be free from 

bias. 

Ouantifiability. The standard of quantifiability 

relates to the assignment of numbers to the information 

being reported (AAA, 1966, p. 7). The AAA recognizes that 

when accountants present non-quantitative information they 

should not imply measurability. On the other hand, the AAA 

suggests that accountants assume responsibility for the 

measurability of quantitative information. 

The AAA identifies two broad groups of users for whom 

accounting information ought to be useful. These groups 

include external users and internal users. The AAA (1966, 

p. 19) believes that external user decision-models are used 

to predict future earnings, future probability of debt 

payment and likely managerial effectiveness. The AAA (1966, 

p. 37) believes the role of accounting information for 

internal users lies in the areas of planning and control. 

The AAA (1966, pp. 37-8) suggests that accountants merge the 

information resulting from the accounting model with other 

information in aiding management in the areas of cost 

behavior analysis; use of time-adjusted cashflow 
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projections; the reporting of projected alternatives by use 

of ranges or probability distributions rather than single-

valued estimates; and the development and manipulation of 

inventory and other management models and simulation 

techniques. 

AICPA 

The objective of financial reporting that has been 

espoused by the AICPA is not dissimilar to that which has 

been espoused by the AAA. The AICPA's view of the function 

of financial reporting as formulated by the Trueblood 

committee is that "The basic objective of financial 

statements is to provide information useful for making 

economic decisions" (AICPA, 1973, p. 13). Specifically, the 

AICPA urges that this basic objective and every standard, 

principle, procedure, and practice derived from it should 

serve the users' needs. Since users' needs are not known 

with certainty the AICPA (1973, p. 13) enumerates the 

following assumptions concerning users' needs: 

1. Users of financial statements seek to predict, 
compare and evaluate the cash consequences of their 
economic decisions. 

2. Information about the cash consequences of 
decisions made by the enterprise is useful for 
predicting, comparing and evaluating cash flows to 
users. 

3. Financial statements are more useful if they 
include but distinguish information that is primarily 
factual, and therefore can be measured objectively, 
from information that is primarily interpretive. 
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The AICPA (1973, p. 57) also identifies minimal 

qualitative characteristics of accounting information for 

users' needs. Specifically, these characteristics include 

1) relevance and materiality, 2) form and substance, 3) 

reliability, 4) freedom from bias, 5) comparability, 6) 

consistency, and 7) understandability. These 

characteristics are discussed in more detail below. 

Relevance .and Materiality. The AICPA (1973, p. 57) 

believes that information that does not bear on the problems 

for which it is intended simply is not useful, regardless of 

its other qualities. The AICPA suggests information ought 

to be included in financial statements when it is likely to 

influence economic decisions. It believes information that 

meets this requirement is material. 

Form .aild Substance. The AICPA (1973 , p. 57) 

identifies the requirement that accounting information ought 

to be expressed so that substance, not form, governs. That 

is, the substantive economic characteristics, not the legal 

or technical, form, should establish the applicable 

accounting rules for transactions and other events. 

Reliability. The AICPA (1973, p. 58) recognizes the 

practical limitations of attaining varying degrees of 

accuracy in financial reporting. It suggests users ought to 

be informed about data limitations and the magnitude of 

possible measurement errors. The AICPA believes financial 
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statements should not be presented to imply a misleading 

degree of precision or reliability. 

Freedom fjLQm fi.La.s-. The AICPA (1973, p. 58) 

recognizes that information affected by judgments 

necessarily has some bias, but suggests there should be no 

purposeful bias favoring any group. Further, it warns that 

the principle of conservatism may introduce bias in and of 

itself, and cautions against overuse of conservatism as a 

moderator in selecting among accounting alternatives. 

Comparability. In recognizing the nature of 

comparability, the AICPA (1973, p. 59) identifies the 

essence of economic decisions as choice among competing 

courses of action. The AICPA believes financial information 

should facilitate the comparison needed to make investment 

and other decisions. Specifically, comparability means to 

have like things reported alike, and unlike things reported 

differently. 

Consistency. The AICPA (1973, p. 60) identifies 

consistency of method over time as a valuable adjunct to. 

comparability. The AICPA does not intend to impose a state 

of no flexibility over time, but suggests presentation of 

both old and new methods in periods of change in order to 

maintain a quality of comparability. 

Undersfcandability. The AICPA (1973, p. 60) suggests 

that accounting information be presented so that it can be 

understood by reasonably well-informed users. It points out 
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that increasing understandability does not necessarily imply 

mere simplification. In essence, the AICPA recognizes the 

needs of sophisticated versus average investors may be 

different. 

FASB 

The FASB identifies its objectives for financial 

reporting in its Concept No. 1, published in November, 1978. 

Specifically, the FASB _has identified three objectives; 

1. Financial reporting should provide information 
that is useful to present and potential investors and 
.creditors and other users . in making .ration a 1 
investment, credit, and similar decisions. The 
information should be comprehensible to those who 
have a reasonable understanding of business and 
economic activities and are willing to study the 
information with reasonable diligence. 

2. Financial reporting should provide information to 
help present and potential investors and creditors 
and other users in assessing the amounts, timing and 
uncertainty of prospective cash receipts from 
dividends or interest and the proceeds from the sale, 
redemption, or maturity of securities or loans. 
Since investors• and creditors• cash flows are 
related to enterprise cash flows, financial reporting 
should provide information to help investors, 
creditors, and others assess the amounts, timing, and 
uncertainty of prospective net cash inflows to the 
related enterprise. 

I 

3. Financial reporting should provide information 
about the economic resources of an enterprise, the 
claims to those resources, and the effects of 
transactions, events, and circumstances that c·hange 
its resources and claims to those resources. 

The FASB, (1980, p. 3042), in Concept No. 2, 

specifies that relevance and reliability are the two primary 

qualities that make accounting information useful to 
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decision-making. The FASB (1980, p. 3042) believes that to 

be relevant, information must be timely and it must have 

predictive value or feedback value or both. Further, the 

FASB (1980, p. 3042) believes that to be reliable, 

information must have representational faithfulness and must 

be verifiable and neutral. Finally, the FASB (1980, p. 

3042) views the qualitative characteristics of comparability 

and consistency and materiality as secondary but interacting 

with relevance and reliability in contributing to the 

usefulness of accounting information. These various grades 

of qualitative characteristics are discussed further below. 

T h e  F A S B  v i e w s  t h e  r e l e v a n c e  

characteristic in terms of predictive or feedback value and 

timeliness. 

1. Predictive Value. The FASB (1980, p. 3042) 

recognizes that relevant accounting information is capable 

of making a difference in a decision by helping users to 

form predictions about the outcomes of past, present, and 

future events or to confirm or correct prior expectations. 

2. Timeliness. The FASB (1980, p. 3042) recognizes 

that if information is not available when it is needed or 

becomes available so long after the reported events that it 

has no value for future action, it lacks relevance and is of 

little or no use. 
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Reliability. The FASB, in Concept No. 2, identifies 

representational faithfulness, verifiability, and neutrality 

as components of the reliability characteristic. 

1. Representational Faithfulness. The FASB (1980, 

p. 3042) observes that the reliability of a measure rests on 

the faithfulness with which it represents what it purports 

to represent, coupled with an assurance for the user that it 

has that representational quality. That is, reliability 

rests upon the extent to which the accounting description or 

measurement is verifiable and representationally faithful. 

2. Verifiability. The FASB (1980, p. 3043) defines 

verifiability as a quality that may be demonstrated by 

securing a high degree of consensus among independent 

measurers using the same measurement methods. 

3. Neutrality. The FASB (1980, p. 3043) believes 

that a neutral choice between accounting alternatives is one 

that is free from bias towards a predetermined result. 

Comparability and Consistency. The FASB (19 80, p. 

3043) believes that a great deal of usefulness is gained 

when information about a particular enterprise can be 

compared with similar information about other enterprises 

and with similar information about the same enterprise for 

some other period or point in time. That is, the FASB 

recognizes that comparability between enterprises and 

consistency in the application of methods over time 
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increases the informational value of comparisons of relative 

economic opportunities. 

Materiality. The FASB (19 80, p. 3043) views 

materiality as that which influences or makes a difference 

to a decision maker. 

SEC 

The SEC views the usefulness criterion as its 

foremost obligation to the public it serves in cons-idering 

reporting requirements. The SEC is the only policy-making 

body influencing the content of the 10-K. The Commission's 

10-K policy role has a long history. The existence of the 

SEC dates to the New Deal legislation enacted in the 

aftermath of the stock market "crash" of 1929 and in the 

depths of the Great Depression. Specifically, the 

Securities Exchange Act of 1934 authorizes the SEC to 

require disclosures concerning the affairs of firms 

registered with the Commission under the Securities Act of 

1933. The disclosure role of the SEC has been reviewed 

several times since its inception. For example, the Wheat 

Commission Report of 1969 identifies the SEC's role as one 

of insuring investors adequate information in making 

investment decisions: 

The notion the law can and should require business 
enterprises to disclose pertinent information about 
their affairs to public investors both present and 
prospective, has become part of the prevailing wisdom 
of the American private enterprise system. No longer 
is the subject a burning issue. More than a 
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generation has elapsed since the Federal statutes 
which codified this concept were enacted. The 
financial community, the accounting profession, the 
bar and industry generally come not only to accept 
but support the principle that those who make use of 
the public's money must supply the information 
essential to the formulation of intelligent 
investment decisions, and that it is a proper 
responsibility of government to keep an eye on the 
accuracy and adequacy of such information (The Wheat 
Commission Report M 1969. p. 46). 

The SEC, from time to time, reexamines and updates 

its policy objectives. For example, the SEC reaffirms its 

policy position in ASR 150: 

In the exercise of its statutory authority with 
respect to the form and content of filings under the 
Acts, the Commission has the responsibility to assure 
that investors are provided with adequate 
information. A significant portion of the necessary 
information is provided by a set of basic financial 
statements (including the notes thereto) which 
conform to generally accepted accounting principles. 
Information in addition to that included in financial 
statements conforming to generally accepted 
accounting principles is also necessary. Such 
additional disclosures are required to be made in 
various fashions, such as in financial statements and 
schedules reported on by independent public 
accountants or as textual statements required by 
items in the applicable forms and reports filed with 
the Commission. The Commission will continue to 
identify areas where investor information needs exist 
and will determine the appropriate methods of 
disclosure to meet those needs (ASR No. 150, (1973)). 

More recently, the SEC has formed an independent 

committee to review its major policies dealing with 

providing adequate disclosure of corporate activities to 

investors. Specifically, the committee is to examine the 

institutional framework within which disclosure regulation 

exists, including the roles of preparers of information, 
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auditors, the purveyors and users of information, the 

various governmental and other requirements related to 

disclosure, and the effect of current legal concepts and 

developments influencing innovations within the disclosure 

process. The committee also seeks to identify the types of 

information which impact on market prices, the implications 

of modern portfolio management theories for disclosure 

regulation, and the extent to which modern academic stock 

market research indicates the need for modifications of the 

system. Moreover, the committee intends to identify the 

costs of maintaining the system, the costs related to 

disclosure mandated by Federal Statutes and Commission 

rules, and the identity of those bearing such costs. 

Committee Chairman A. A. Sommers notes the committee wants 

to find out whether the vast mass of information processed 

by American corporations is really being used by those 

making investment decisions ("Washington Report", Journal ,Q£ 

Accountancy. May, 1976, p. 50). 

The usefulness criterion has been identified as the 

most important objective of financial reporting by several 

authoritative bodies. Specifically, the AAA, the AICFA, the 

FASB, and the SEC identify that accounting information ought 

to be useful in economic decision-making. Further, the 

evolution of the qualitative characteristics of useful 

accounting information result in the current view that 

relevance and reliability are most essential characteristics 
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for satisfying the usefulness criterion. Relevance implies 

predictive or feedback value, while reliability refers to 

the representational faithfulness, verifiability, and 

neutrality of accounting information. 

The definition of usefulness for the purpose of this 

study is similar to that derived by the authoritative 

bodies. Specifically, in the context of this study 

usefulness refers to the ability of the incremental data 

contained in the ARS or 10-K to result in a resetting of 

equilibrium security prices. If this definition of 

usefulness is fulfilled then investors would have found the 

incremental data contained in the ARS or 10-K to have 

predictive value in that the incremental data set has 

influenced investors' assessments of return distributions. 

Further, feedback value, as a characteristic of usefulness 

in this setting, occurs in that the prior expectations of 

accounting policy-makers are confirmed. 

Several studies have dealt with the usefulness of 

accounting reports. The next two sections review studies 

that have examined the usefulness of the ARS and 10-K. 

The Usefulness of the ARS 

Several studies dealing with the usefulness of the 

ARS have been conducted by accounting researchers. For the 

most part, these studies are based on surveys of 

shareholders, analysts, and other users of annual reports. 
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However, one study is based on a laboratory experiment 

involving financial analysts. These studies are discussed 

further below. 

Lee and Tweedie 

Lee and Tweedie (1975) investigate private 

shareholder undefstanding of annual reports by surveying 

shareholders via mailed questionnaires. Their response rate 

approximates 23.5% (Lee and Tweedie, 1975, p. 5). 

Approximately 68% of those shareholders responding 

acknowledge understanding accounting reports. Further, of 

those shareholders admitting understandability 59% recognize 

the ARS to be relevant to their investment decisions (Lee 

and Tweedie, 1975, p. 15). Lee and Tweedie (1975, p. 16) 

report the responding shareholders' ranking of the most 

important financial objectives as: 

1) to make company directors accountable to 
shareholders, 

2) to give shareholders an indication of the value of 
the company, and 

3) to justify the dividend payments proposed by the 
company. 

Epstein 

Another survey study provides evidence that the ARS 

is relevenat to investment decision-making. Epstein (1975, 

p. 33) notes 70% of the shareholders responding to his 

survey questionnaire are university graduates. Moreover, 
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approximately 40% of the shareholder respondents have formal 

accounting or finance training (Epstein, 1975, p. 34). 

However, Epstein (1975, p. 71) notes shareholders seek the 

advice of others in forming a basis for making investment 

decisions (1975, p. 37): 

Table 2.1. 

Epstein's Shareholder 
Decision Basis 

Investment Decision Responding % as 
Basis most important 

Advice of Stock Brokers 
Financial newspapers and 

magazines 
Advice of investment services 
ARS 
Technical analysis 
Advice of Friends 

Total 

Although the ARS ranks fourth in terms of basis for 

investment decision-making, Epstein (1975, p. 39) finds 

82.6 % of responding shareholders reporting a need to review 

the ARS in addition to a review by their stock broker or 

other financial adviser. Epstein reports several other 

observations as a result of his 1975 study. For example, he 

observes no distinction between "sophisticated" and 

"average" investors (Epstein, 1975, p. 54). Further, 

although 33.1 % of the responding shareholders believe the 

ARS to be too difficult to read or understand and find no 

48.8 % 

18.3 % 
17.4 % 
15.0 % 
10.0 % 
4.6 % 

100.0 % 
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use for its content, Epstein (1975, p. 48) notes 82.6% of 

the responding shareholders prefer the ARS be mailed rather 

than the cost be saved and made available for dividend 

payments. 

Lee and Tweedie 

In a continuing investigation of private shareholder 

understanding Lee and Tweedie (1976, p. 313) conclude 

shareholders who read the ARS thoroughly examine other 

sources of information more thoroughly than do less 

interested ARS readers. Moreover, Lee and Tweedie (1976, p. 

313) find respondents who read annual reports thoroughly are 

more likely to believe they understand reporting practices, 

and are more likely to find these reports relevant to their 

investment decisions than these less interested in the ARS. 

Similarly, those respondents who are thorough readers of 

annual reports tend to have a greater understanding of the 

general nature of reporting practices than less interested 

readers (Lee and Tweedie, 1976, p. 313). In their final 

analysis Lee and Tweedie (1976, p. 313) conclude those 

respondents who have received some form of accountancy 

training, or whose occupation involves financial matters are 

more likely both to read thoroughly the annual report and to 

understand reporting practices than are other respondents. 

However, Lee and Tweedie (1976, p. 313) conclude these 
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accountancy trained respondents do not comprehend the ARS at 

a high level. 

Buzby 

In a study based on a questionnaire mailed to 

analysts, Buzby (1974, p. 433) concludes that many items of 

information which financial analysts believe to be important 

are not being adequately disclosed in annual reports. The 

survey results indicate 96% of responding financial analysts 

retrieve from annual reports all of the disclosure items 

listed in the Buzby questionnaire (Buzby, 1974, p. 425). Of 

the 38 disclosure items listed in the Buzby questionnaire 

the following are the ten most preferred items of 

information (Buzby, 1974, p. 426): 

1. Changes in accounting methods, 
2. Capital expenditures - current year, 
3. Foreign subsidiaries, 
4. Historical summary, 
5. Breakdown of income by product line, 
6. Depreciation calculation methods and periods, 
7. Sources and uses of funds, 
8. Breakdown of sales by product lines, 
9. Inventory accounting methods, and 

10. Earnings per share calculation. 

Stanga 

In another financial analyst survey study, Stanga 

(1976, p. 44) attempts to 1) assess the annual report 

information needs of informed users, 2) evaluate the 

disclosure practices of large industrial firms in relation 

to user information needs, and 3) examine the influence of 
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cocpocate size and industry variables in explaining annual 

report disclosure differences among large industrial firms. 

Stanga (1976, p. 45) employs a disclosure model 

incorporating the preferences of 275 analysts for weighted 

components (weighted on the basis of a survey poll) of 

published annual reports. Stanga (1976, p. 50) observes 

each firm within a given industry may be attempting to 

insure its annual report is basically similar to those of 

other firms within the same industry. His primary 

conclusion implies many disclosure deficiencies appear to 

exist in published annual reports of large industrial firms 

(Stanga, 1976, p. 51). Moreover, while corporate size does 

not appear to play a major role in explaining disclosure 

differences in annual reports, the industry variable does 

(Stanga, 1976, p. 51). 

Pankoff and Virgil 

Pankoff and Virgil employ a laboratory setting in 

evaluating five criteria for measuring the usefulness of 

information items acquired or demanded by financial 

analysts. These criteria include effects on forecasts or 

expectations, the extent "good" expectations result, the 

effect on decisions, the extent "good" decisions result, and 

input demand. Pankoff and Virgil (1970, p. 37) observe 

input demand is greater for general economic and industry 

items than for company items, and among financial statement 
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items, input demand is greater for income statement than 

balance sheet items. Further, they note the information 

provided in the experiment leads to better forecasts than 

mere price and dividend data; however, analysts seem to be 

unstable forecasters over time (Pankoff and Virgil, 1970, p. 

44). Pankoff and Virgil (1970, p. 45) conclude analysts 

seem to attach more importance to information dealing with 

general economic conditions rather than firm specific data, 

but seem to form widely varying expectations. Generalizing 

their findings, they state their inclination is to conclude 

the small average improvement in forecasting resulting from 

availability of financial accounting information is not 

enough to produce good decisions. Moreover, they have not 

found much support that accounting information is useful for 

investment decision-making. The evidence for usefulness 

exists only in the input demand sense; analysts want 

accounting information and they are willing to pay for it 

(Pankoff and Virgil, 1970, p. 45). For purposes of the 

Pankoff and Virgil study, the ten most preferred information 

items include (1970, p. 47): 

1. Earnings per share, 
2. Company sales, 
3. Industry sales, 
4. Dow Jones industrial stock price index, 
5. Industry net income, 
6. Forecast - industry sales, 
7. Per share stock price range, 
8. Net income before non-recurring items, 
9. Gross national product, and 

10. Industry price-earnings. 
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Craig 

Based on a questionnaire mailed to trade unions Craig 

(1977, p. 11) concludes trade union officials are inclined 

to merely browse through company annual reports they claim 

they have read. In his study Craig (1977, p. 8) regards a 

trade union as a user of annual reports if 1) annual reports 

are obtained by the officers or employees of the trade 

union, 2) more than a few of the obtained annual reports are 

actually read, and 3) as a result of reading the annual 

report the officer or employee gains information thought to 

be of use in the conduct of trade union affairs. Craig 

(1977, p. 11) concludes 20.5% of the responding trade 

unions may be classified as users. However, he also notes 

20.6% of those respondents reading more than a few reports 

state the ARS provides no information. 

Anecdotal Remarks 

Anecdotal remarks concerning the ARS are not 

uncommon. For example, Benston (1976, p. 73) notes the 

formal presumption about the ARS is it contains news; and 

the essence of the news is thought to be in the financial 

statements. He argues all of the news is not new, and 

maintains the stock market has already impounded the essence 

of the information contained in the ARS in security prices. 

Bentson bases his argument on the Efficient Market 

Hypothesis. The Hypothesis holds that the stock market 
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reacts instantaneously, and in an unbiased fashion, to 

publicly available information. Since year-end operating 

results for firms are reported precedent to the release of 

the ARS, Benston argues that the market has already 

impounded the essence of the ARS (Benston, 1976, p. 75). On 

the other hand, Sorter (1975, p. 51) contends earnings 

reports are useful for investment decision-making and urges 

investors to examine the "quality" of the earnings figure by 

thoroughly studying the financial statements prior to 

deciding to buy, hold, or sell a security. Sorter (1S75, p. 

51) suggests such an evaluation is the beginning to 

understanding a company. 

Several studies dealing with the usefulness of the 

ARS have been reviewed. These studies result in conflicting 

findings for the usefulness of the ARS. That is, while some 

studies indicate that the ARS is useful, and, in fact, users 

prefer more information, other studies indicate either 

indifference for the ARS or no use for the report. Further, 

some anecdotal remarks dealing with the usefulness of the 

ARS claim that it does not serve the usefulness criterion. 

Others indicate their belief that the ARS has an important 

role in the investment decision-making process. 

Thg Usefulness of the 10-K 

The goal of this section is to review some of the 

academic studies and anecdotal remarks dealing with the 
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usefulness of the 10-K. This section is followed by a 

summary of the chapter. 

Singhvi 

Several accounting researchers have investigated the 

usefulness of the 10-K. For example, in a study comparing 

the content of the ARS to the content of the 10-K Singhvi 

(1968, p. 351) concludes 10-K reports still contain useful 

information not routinely and inexpensively made available 

to the investing public. Singhvi (1968, p. 348) reviews 32 

disclosure items for ARS and 10*-K reports for 150 of the 

Fortune 500 firms. The survey period under investigation by 

Singhvi includes the twelve months from April, 1965 through 

March, 1966 (Singhvi, 1968, p. 348). Singhvi (1968, p. 350) 

observes a strong tendency for firms to publicize, through 

annual reports, a narrower range of facts than they divulge 

to the SEC on Form 10-K. 

Foster and Vickrey 

In a study based on the behavior of security prices 

Foster and Vickrey (1978, p. 931) conclude the stock market 

appears to use the incremental data contained in the 10-K in 

setting equilibrium security prices. Their study is based 

on a set of firms filing 10-K reports in 1973. 

Specifically, the Foster and Vickrey sample includes 96 New 

York Stock Exchange firms. These firms satisfy sample 

selection criteria designed primarily to reduce confounding 



effects with other information generating events and to 

insure sufficient data for analysis (Foster and Vickrey, 

1978, p. 926). Poster and Vickrey (1978, p. 929) utilize a 

test statistic which reflects the difference between the 

average absolute value of the unexplained price changes 

during the trading week immediately following the date the 

10-K is filed in Washington, D. C. to the average absolute 

value of the mean unexplained price changes occuring during 

those non-report weeks surrounding the 10-K filing week. 

Poster and Vickrey (1978, p. 931) offer two interpretations 

for their results. The first interpretation views the study 

sample as a population in its own right. Specifically, 

Poster and Vickrey (1978,p. 929) find the test statistic 

for the 10-K impact week ranks sixth in terms of size for 

the 55 weeks in the study period. They note this finding to 

imply investors, in the aggregate, use the incremental 

information contained in the 10-K in setting equilibrium 

security prices (Foster and Vickrey, 1978, p. 931). The 

second interpretation views the study sample as having been 

derived from some unknown population. This view suggests 

the use of statistical inference in spite of sample bias 

introduced by use of sample selection criteria. In this 

case, the value of the finding is left to the discretion of 

the reader. Poster and Vickrey (1978, p. 929) use a version 

of the z-test to conclude, at the .05 level, that the 

average absolute value of the unexplained price changes 
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during the 10-K filing week is greater than the average 

absolute value of the unexplained price changes during the 

non-report period surrounding the 10-K impact week. Both 

interpretations are consistent with the finding that 

investors, in the aggregate, appear to use the incremental 

data contained in the 10-Kr or at least a data set 

consistent with the data set contained in the 10-K, in 

setting equilibrium security prices (Foster and Vickrey, 

1978, p. 931). 

Gonedes 

Gonedes (1975, p. 220) provides empirical evidence on 

the information content of annual special accounting items 

disclosed by firms in their annual reports and filings with 

the SEC. Specifically, Gonedes (1975, p. 227) deals with 

items defined to be "extraordinary" by generally accepted 

accounting principles and other items for which separate 

disclosure is specifically recommended or required whenever 

material amounts are involved. Moreover, Gonedes (1975, 

p. 227) recognizes the special disclosure treatment 

recommended or required for special items appears to be 

based on the belief that: 

1. these items do affect capital market agents' 
assessments, 

2. the information conveyed by special items differs in 
kind or amount from that conveyed by "ordinary" 
accounting items, and 
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3. if these items were not given special disclosure 
treatment, there would be a nontrivial reduction in 
the information conveyed by accounting reports to 
capital market agents. 

In his study, Gonedes (1975, p. 229) deals with data 

for the years 1962-1966 for a sample of 510 firms. The 

firms are selected on the basis of their availability on the 

Compustat file, having return data on the CRSP tape for the 

study period, and having fiscal years ending between March 

and December (Gonedes, 1975, p. 230). 

Although he deals primarily with aggregate values for 

special items Gonedes (1975, p. 230) identifies five major 

classifications of special items. These items include: 

1. gains or losses on sale or other disposition of 
assets, 

2. adjustments in valuation bases of various assets, 

3. other gains, losses, income, and expenses - other 
than income tax, 

4. income tax adjustments, and 

5. changes in bases of accounting for investments and 
subsidiaries. 

For a given firm, in a given period, Gonedes (1975, 

p. 231) acknowledges four possible realizations for special 

item values: 1) no special items are reported, 2) the 

aggregate value of reported special items is positive, 3) 

the aggregate value of special items is negative, and 4) the 

aggregate value of special items is zero. Actually, Gonedes 

(1975, p. 231) observes the aggregate value of special items 

for any given firm in his sample never exactly equals zero. 
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Thus, he deals only with the first three realizations of 

special item values. 

For purposes of pursuing the objectives of his study 

Gonedes (1975, p. 231) classifies special item values into 

four groups. The motivation for this classification is the 

available evidence on reported income numbers' information 

content. Specifically, that evidence indicates the 

corresponding adjustment in a firm's equilibrium value is, 

on the average, positive (negative) if the sign of the 

income change is positive (negative) (Gonedes, 1975, p. 

232). Similarly, Gonedes (1975, p. 232) investigates the 

differences between the vectors of mean returns for each of 

the following groups: 

P.l.l. Firms with at least one special item. 

P.1.2. Firms with no special items. 

P.2.1. Firms with special items less than or equal to 
zero or no special items. 

P.2.2. Firms with aggregate special items positive. 

P.3.1. Firms with aggregate special items less than 
or equal to zero or no special items. 

P.3.2. Firms with no special items. 

P.4.1. Firms with no special items. 

P.4.2. Firms with aggregate special items positive. 

Further, Gonedes (1975, p. 250) concludes his results 

of tests on expected rates of return are consistent with 

the statement that special accounting items convey 

information pertinent to establishing firms' equilibrium 
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values. He notes these results are consistent with the 

effects implied by special-item disclosure regulations 

(Gonedes, 1975, p. 250). 

Benston 

In a study published in 1969, Benston (1969) 

questions the value of the accounting disclosure 

requirements of the Securities Act of 1933 and the 

Securities Exchange Act of 1934. While this study does not 

focus directly on the 10-K, it seems to have indirect 

implications for the controversy dealing with the usefulness 

of the 10-K. Specifically, Benston (1969, p. 515) examines 

the usefulness of SEC regulations by investigating the 

following questions: 

1. Are SEC disclosure requirements justified? 

2. What evidence supports the underlying assumption 
of the Securities Acts that disclosure of 
financial accounting information is of value to 
investors? 

3. What is the impact of the SEC's accounting 
disclosure requirements on the securities market? 

To find empirical support for the justification of 

SEC disclosure requirements Benston reviews the extent prior 

fraudulent and misleading financial statements motivate the 

Securities Acts, the level of investors' legal actions 

against public accountants before and after enactment of the 

Securities Acts, and the degree of corporate financial 

disclosure in the period prior to 1933. Based on a 
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literature search Benston (1969, p. 525) concludes 

fraudulent and misleading financial statements do not appear 

to have been proximate determinants of the Securities Acts. 

Moreover, Benston (1969, p. 525) observes the need for 

financial disclosure requirements, which constitute the 

primary basis for the Securities Act of 1933, appears to 

s have had its genesis in the general folklore of turn-of-the 

century finance rather than in the events of the 1920's 

which preceeded the legislation. 

Benston (1969, p. 527) finds investors' legal actions 

against public accountants to be virtually non-existent 

prior to the Securities Acts, but quite a litigous hotbed 

after their enactment. He observes prior to the enactment 

of the Securities Acts it was very difficult for a 

stockholder to bring suit against public accountants for 

fraudulently or negligently prepared financial statements 

(Benston, 1969, p. 527). Benston (1969, p. 528) notes the 

Securities Acts have increased the liability of accountants 

enormously, shifting the weight of the law substantially to 

the side of the investor. For example, accountants are 

liable under the Acts for under or over reported income 

(Section 18 (1934), and Section 11 (1933)). Further, Rule 

10b-5 (1934) may be used against accountants for 

misstatements. Thus, it seems the investor now is able to 

protect himself through the courts should the investor be 
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misled by fraudulent or misleading financial statements 

(Benstonf 1969, p. 529). 

Upon investigating the extent of corporate financial 

disclosure prior to the Securities Acts Benston (1969, p. 

530) concludes a considerable amount of disclosure existed 

prior to the passage of the Securities Acts. Benston's 

examination of the justification for accounting disclosure 

requirements deals with the legal exposure for public 

accountants brought to significance by the Acts. 

Benston (1969, p. 531) relies on two sources of 

empirical evidence in examining whether disclosures mandated 

by the SEC provide financial accounting information of 

value to investors. One of these sources consists of a 

security price investigation conducted by Benston. Benston 

(1969, p. 532) acknowledges his empirical test is based on 

the assumption that the expectations of investors, about the 

present value of a corporation, would change if they 

received previously unexpected relevant information. Hence, 

if the financial reports filed with the SEC contain this 

type of information, a change of investors' expectations 

would be reflected in (and correlated with) a change in the 

market price of the corporation's shares. However, if the 

information is previously known and discounted, or if 

investors do not find SEC required accounting reports 

useful, the publication of the reports would not cause a 

change in stock prices (Benston, 1969, p. 532). Further, 
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Benston (1969, p. 532) argues a valid test of the hypothesis 

investors find the data reported to the SEC relevant 

requires 1) the effect on stock prices of factors other than 

reported accounting data be isolatedr 2) the particular 

accounting data investors find useful be determined, and 3) 

the expected accounting data be distinguished from the 

reported data. In his study, Benston (1969, p. 532) 

investigates four alternative constructs for useful 

accounting data: 

1. net sales, 
2. cash-flow, 
3. net operating income, and 
4. net income. 

Further, Benston (1969,p. 532) assumes stockholders use 

previously reported accounting data to form their 

expectations about forthcoming data, and tests four 

assumptions about the use of past data including: 

1. last year's rate of change of accounting data is 
expected in the current year; 

2. a simple average of the past three years' rates of 
change is expected in the current year; 

3. a simple average of the past five years rates of 
change is expected in the current year; and, 

4. a weighted average of all available past rates of 
change, with the most recent data weighted most 
heavily and the weights declining geometrically, 
is expected in the current year. 

Based on a sample of 483 New York Stock Exchange 

firms, Benston (1969, p. 533) reports there is a 

statistically "significant" but quite small relationship 
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between the unexpected accounting data and stock prices for 

some of the expectations models. Hencef Benston (1969, p. 

533) concludes SEC required accounting income data is of 

very limited relevance to investors. 

The second source of empirical evidence Benston 

relies on includes three empirical studies dealing with the 

ability of mutual funds to earn superior returns. 

Specifically, Benston (1969, p. 533) argues mutual fund 

managers, as well as others, possess the requisite financial 

analytical skills necessary to derive benefit from technical 

SEC reports. If SEC reports contain information useful to 

"sophisticated" investors then mutual fund managers should 

be able to earn superior returns. Benston (1969, p. 534) 

cites three mutual fund studies reporting the inability of 

mutual funds to earn superior returns in concluding SEC 

reports are not useful to "sophisticated" investors. 

Finally, Benston (1969, p. 535) reviews the 

implications of SEC disclosure requirements for security 

market issues. Upon investigating new issues from 1900 to 

1953, Benston (1969, p. 535) concludes the Securities Acts 

have not had a positive effect on the use of stock markets 

by corporations. In fact, Benston (1969, p. 535) reports a 

negative effect on security issues resulting from SEC 

accounting regulation. He concludes corporations for whom 

conservative accounting is misleading rely heavily on direct 
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placements of security issues which are exempt from SEC 

regulation (Benston, 1969/ p. 535). 

Anecdotal Remarks 

Anecdotal remarks concerning the usefulness of the 

10-K are not uncommon. For example, Benston (1974, p. 35) 

criticizes the SEC for its disclosure requirements under the 

Securities Exchange Act of 1934. Benston's criticism is 

based on his empirical study, wherein he concludes since 

there is a minimal economic relationship between financial 

data, as reflected in Moody's Investors Services, and stock 

prices for a sample of 100 corporations whose securities are 

subject to poolings, then the subsequent disclosure of those 

poolings in SEC required reports is untimely and irrelevant 

(Benston, 1974, p. 31). Commissioner A. A. Sommers, SEC 

Commissioner in 1974, counters Benston's arguments by 

asserting the knowledge a report is to be filed (e.g., Form 

10-K), which may result in significant liability, 

disciplines earlier disclosures and assures its integrity 

(Sommers, 1974, p. 38). 

The results of these 10-K related studies are not 

consistent. While some studies conclude that the 10-K 

appears to be useful, others tend to find it 

inconsequential. Further, anecdotal remarks concerning the 

usefulness of the 10-K are also conflicting. 
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Summary 

The goal of this section is to summarize this 

chapter. Specifically, the chapter contains three important 

sections. The first section establishes the importance of 

the usefulness criterion. The second section reviews 

studies dealing with the usefulness of the ARS. The third 

section reviews studies dealing with the usefulness of the 

10-K. 

The usefulness criterion has widespread authoritative 

support. The AAA, AICPA, PASB and SEC have issued policy 

statements that identify the usefulness criterion as the 

most important objective of financial reporting. Moreover, 

several qualitative characteristics designed to enhance the 

usefulness criterion have been identified. The more 

prevalent of these characteristics are relevance and 

reliability. Finally, the first section has been concluded 

by identifying the meaning of usefulness within the context 

of this study. Specifically, in this study usefulness 

refers to the release of the ARS and the 10-K leading to a 

resetting of equilibrium security prices. The implication 

is that the predictive value of these reports influences 

investors1 assessments of return distributions. An 

additional implication lies in the feedback value of the 

confirmation of accounting policy-makers' prior beliefs. 

Several ARS usefulness studies are referenced. These 

studies present conflicting implications for the usefulness 
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of the ARS. That isr while some studies indicate the ARS is 

useful andr in fact, users prefer more information, other 

studies indicate either indifference for the ARS or no use 

for the report. 

The ARS usefulness controversy also sustains 

anecdotal comment. While some scholars complain the ARS 

does not serve its purpose (in terms of the usefulness 

criterion), others indicate the ARS has an important role in 

the investment decision-making process. 

Several 10-K usefulness studies are reviewed. 

Specifically, four empirical investigations of 10-K 

usefulness are referenced. The results of these studies are 

not consistent. While some studies conclude the 10-K 

appears to be useful, others tend to find it 

inconsequential. Finally, a few anecdotal remarks 

concerning the usefulness of the 10-K are reviewed. Some 

remarks support the usefulness of the 10-K while others do 

not. 

The unsettled controversies surrounding the 

usefulness of the ARS and 10-K motivate this dissertation in 

part. The evidence the dissertation provides must be taken 

into account, with the evidence discussed above, in 

addressing the usefulness controversies. The dissertation 

deals both with the usefulness of the ARS and 10-K. 

Specifically, the dissertation investigates whether 

investors, in the aggregate, utilize the incremental data 
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contained in either the ARS or 10-K in setting equilibrium 

security prices. The results of this investigation may have 

implications for the usefulness of the ARS and the 10-K. 



CHAPTER 3 

ANALYTICAL FRAMEWORK 

The objective of this chapter is to describe the 

analytical framework utilized in the dissertation in 

eva 1 u a t i n g the use f u 1 n e s s of the AR S and the 1 0 - K. 

Specifically, this chapter is divided into four sections. 

The first section describes the historical development of 

portfolio theory, particularly, the ·Markowitz (1952) model 

for efficient portfolio formulation and the Sharpe (1963) 

Market Model. The Markowitz and Sharpe works lead to a 

reasonable statement dealing with investor behavior. 

Portfolio theory is normative in that it describes how 

investors ought to behave. The Capital Market Theory 

implications of the Capital Asset Pricing Model (CAPM) are 

discussed in the second section of this chapter. Capital 

Market Theory is positive. It describes hypothetical market 

relationships resulting from investors behaving as 

prescribed by portfolio theory (Lorie and Hamilton, 1973, p. 

200). The CAPM serves as a market equilibrium model 

identifying a measure of risk for individual securities. 

That is, the CAPM implies a relationship between risk and 

equilibrium expected return. The third section of this 

chapter relates the notion of information content to the 

54 
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usefulness criterion in a discussion reviewing the 

implications of Capital Market Theory and the Efficient 

Markets Hypothesis (EMH) for accounting information. The 

chapter is summarized in the final section. 

The Development of Portfolio Theory 
and the MarK^t 

The development of portfolio theory is primarily a 

result of two individual efforts. Markowitz (1952) has 

developed a methodology for forming efficient portfolios. 

The other major development is Sharpe's (1963) Market Model. 

These contributions are discussed further below. 

Markowitz 

Modern portfolio theory is synonomous with the 

expected return-variance of expected return methodology 

developed by Harry Markowitz in 1952. Markowitz contributes 

two important concepts to portfolio theory. First, given the 

assumption that individuals are risk-averse wealth 

maximizers, he identifies rational investor behavior as the 

desire to maximize the expected return of an investment for 

a given variance of an expected return or to minimize the 

variance of an expected return of an investment for a given 

expected return (Markowitz, 1952, p. 82). In other words, 

Markowitz identifies the existence of expected return-

variance of expected return trade-offs (Markowitz, 1952, p. 

79). These trade-offs are illustrated by Markowitz (1952, 
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p. 85) in terms of isomean curves and isovariance curves for 

a three security portfolio. This illustration is reproduced 

in Figure 3.1. below. 

DirecCion of 
Increasing £ 

isomean lines 

isovariance curves 

efficient portfolios 

attainable set 

Expected Return-Variance of Expected 
Return Tradeoffs 

FIGURE 3.1 

The feasibility set describes the combination of 

three securities that an investor may obtain. In Figure 

3.1.r the feasibility set is defined by the line segments 

abf CX2, and cx^. The area inside the a b c triangle 

defines the feasible combinations of investment 
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opportunities in the three security case. This area is 

referred to as the feasible (attainable) set. 

The efficient set refers to combinations of the three 

security case which result in the highest expected return 

for a given variance of expected returnf or alternatively, 

which result in the lowest variance of expected return for a 

given expected return. The efficient set is depicted in 

Figure 3.1. It begins at point X, the point with the lowest 

variance of expected return. From the point X the line 

segment defining the efficient set passes through the 

tangencies of the isomean lines and the isovariance curves 

until point d is reached. The balance of the efficient set 

is defined by the line segment db. This line segment 

represents the various combinations of the highest expected 

returns with concomitant lower variances of expected returns 

within the ab constraint. Points along the ad segment 

result in lower levels of expected return than do points 

along the db segment. The efficient set is given by the 

points along the xd and db line segments in Figure 3.1. 

Thus, rational investors may be expected to operate along 

the efficient set, the exact point on which is subject only 

to their preferences for various expected return-variance of 

expected return combinations. 

The second important Markowitz contribution to 

portfolio theory is the methodology for constructing 

efficient portfolios. Information necessary to define 
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efficient portfolios includes each security's expected 

return, the variance of that return, and the covariance of 

each security's expected return with the expected return of 

every other security in the portfolio. In general, the 

expected return of a portfolio of securities is given by: 

n 
Equation 3.1. E = i xi rf 

i=i 

where, E = the expected return of the portfolio, 

= the amount invested in the ith security, and 

r^ = the return on the ith security. 

Further, the variance of the expected return on the 

portfolio takes into account the amount invested in each 

security and the covariance between each security and every 

other security in the portfolio (including the variability 

with itself). The variance of the portfolio is given by: 

n n 

Equation 3.2. V = z z xi xj covij 
i~i i=l 

where, V = the portfolio variance of expected return, 

xi = the amount invested in the ith security, 

Xj = the amount invested in the jth security, and 

covi-j = the covariability between the ith and jth 
security. 

The notion of efficient portfolios is simply illustrated in 

Figure 3.2. 
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E 

Saaatar 

V 

The Efficient Frontier 

FIGURE 3.2. 

The vertical axis measures the expected return on a 

portfolio; its associated variance of expected return lies 

along the horizontal axis. The shaded area represents all 

possible portfolios which may be formed from a given set of 

securities. The portfolios lying along the ABC curve are 

efficient since they offer the maximum return for a given 

level of risk and minimum risk for a given level of return. 

The portfolio at point D lies along the boundary of the 
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feasability set, but is not efficient since a portfolio on 

the ABC curve offers the same return with less risk. 

Similar statements can be made for all portfolios within the 

shaded area. 

The Markowitz portfolio selection process is a 

function of the covariance between securities. 

Consequently, portfolio formulation for N-security 

portfolios involves numerous calculations. For the In

security case the Markowitz process requires a total of 

((N)2 + 3N)/2 inputs. A more simplified model developed by 

Sharpe is discussed next. Sharpe's Market Model reduces 

the number of inputs required to analyze the efficient 

formation of the N-security portfolio to 3N + 2. 

Sharpe 

In an attempt to offer an alternate, and more 

practical methodology for forming efficient portfolios 

Sharpe (1963) has demonstrated that the Market Model is a 

reasonable.surrogate for Markowitz's methodology. The 

Market Model is a simple stochastic model which relates the 

return of a security in time t to some index in time t 

(i.e., the average return to the stock market as a whole) 

(Sharpe, 1963, p. 281). Thus, the Market Model implies that 

the return on a given security is a function of the index 

referred to above and random factors (Sharpe, 1963, p. 281). 

Sharpe (1963, p. 281) demonstrates that the model is capable 
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of forming efficient portfolios without assuming away the 

interrelationships among securities and offers empirical 

evidence that the model captures a large part of such 

interrelationships. The Market Model is assumed to be of 

the following form: 

Equation 3.3. Rit = ai +Bi Rmt + Uit 

where, Rit = the return on security i in period t 

= the intercept of the linear relationship 
between R^t an<3 Rmt' 

= the slope of the linear relationship between 
Rit an^ ̂ nt' 

Rmt = t^e return on the stock market as a whole in 
period t, and 

uit = t^ie residual or unexplained portion of the 
linear relationship between Rj_t and Rmt 
period t. 

The residual, is a random variable with the 

following properties (Sharpe, 1963, p. 281): 

1) E(Uit) =0, 

2) CovarfR^Uit) =0, and 

3) Covar(Uit'ujt^ = 0 for a11 * not e(3ual to 3* 

Further, Sharpe (1963, p. 285) identifies the 

possibilities of investors lending and borrowing money. 

Sharpe assumes the existence of some pure interest rate at 

which investors are able to lend and borrow money without 

limitation. The pure interest rate notion implies money can 

be lent and borrowed at a risk-free rate of interest with 
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absolute assurance that prinicpal arid interest are to be 

returned. Thus, the expected return - variance of expected 

return combinations an investor may choose from are a 

function of the risk-free rate, the return on the market as 

a whole, and the relation of an individual security to 

movements in the market. The expected return from such a 

portfolio is given by the following: 

Equation 3.4. E(Rp) = Rf + (E(Rm) - Rf) • ((Sp)/(sm)) 

where, E(Rp) = the expected return on a portfolio, 

Rf = the risk-free rate, 

E(Rm) = the expected return on the market, 

Sp = the standard deviation in returns on 
v the portfolio, and 

Sm = the standard deviation in returns on 
the market. 

The variance of return on the portfolio would be 

given by: 

Equation 3.5. Vp = (Xf)2Vf + (Xm)2Vm + 2(Xf)(Xm)(COVfra) 

where, (Xf) = the amount of portfolio assets invested at 
the risk-free rate, and 

(Xm) = the amount of portfolio assets invested in 
risky financial assets. 

But, since Vf and COVfm are both zero the variance of the 

return reduces to: . 

Equation 3.6. Vp = (Xra)2Vm 

and the standard deviation of the return is: 

Equation 3.7. Sp = (xm)Sm 
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The relationship between investment at the riskless 

and risky rates is best illustrated in E(Rp)~Sp space: 

The Capital Market Line 

FIGURE 3.3 

Since both E(Rp) and Sp are linear functions of Xm 

the E(Rp)-Sp combinations of all portfolios made up of 

portfolio M and some combination of either lending or 

borrowing at the risk-free rate must lie on a straight line 

beginning at Rf on the E(Rp) axis and passing through the 

point M on the efficient portfolio frontier. This line is 
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referred to as the Capital Market Line (CML). It represents 

the efficient combination of investment in risky and 

riskless assets. The slope of the line is referred to as 

the price of risk. It is the additional expected return for 

each additional unit of risk (Lorie and Hamilton, 1973f p. 

189). Portfolios combining the risk-free rate Rf and any 

point, other than M, along the investment opportunity curve 

results in inferior investment strategies, excluding the 

point (RFf0) , in that for every strategy a higher return is 

available on the CML for commensurate levels of risk. The 

line segment RfM identifies efficient combinations of 

investment in riskless assets, deriving a return of Rf, and 

a portfolio (M) of risky assets, deriving a return of Rm. 

Efficient portfolios lying along this line segment are 

referred to as "lending portfolios". This notion is derived 

from the fact that some assets are "lent" at the risk-free 

rate. Efficient portfolios lying at the point M represent 

complete investment in the risky portfolio M with no lending 

or borrowing taking place. The line segment M-B represents 

the efficient combination of investment in risky assets, 

which is expanded due to borrowing at the risk-free rate. 

No efficient combinations exist beyond the point B as such 

points would include investment in inferior combinations of 

risky assets. The CML relates the expected return on an 

efficient portfolio to its risk as measured by the standard 

deviation (Sharpe, 1963, pp. 286-287). 
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The Markowitz and Sharpe works comprise portfolio 

theory. -Markowitz (1952) demonstrates rational investors 

(i.e., investors preferring more wealth to less wealth) 

ought to hold efficient portfolios. He describes efficient 

portfolios as those where the expected return is maximized 

for a given variance of expected return, or where the 

variance of expected return is minimized for a given 

expected return. Markowitz offers a methodology requiring 

as inputs expected returns of securities, variances of those 

expected returns, and covariances of the expected returns 

among securities in the portfolio. Sharpe (1963) offers an 

improved methodology in the form of the Market Model for 

developing efficient portfolios. Moreover, Sharpe 

identifies the Capital Market Line as the efficient frontier 

when dealing with risky and riskless assets in the same 

framework. Thus, portfolio theory includes a statement as 

to how investors ought to behave and identifies a 

methodology for forming efficient portfolios. 

Capital Market Theory 
and the Capital Asset Pricing Model 

Capital Market Theory (CMT) is a positive statement 

concerning market relationships which result in equilibrium 

if investors behave in the rational manner described by 

portfolio theory. These market relationships identify a 

measure of risk for portfolios and individual assets. The 

Capital Asset Pricing Model (CAPM) describes the manner in 
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w.hich the price of risk results from the basic influences of 

such things as investors' preferences (Sharpe, 1964, p. 

426). CMT and CAPM are discussed further below. 

Capital Market Theory 

The basis of CMT includes the expected return-

variance of expected return concept of portfolio theory and 

utility theory as they relate to investor behavior. Sharpe 

(1964, p. 427) views the outcome of any investment in 

probalistic terms (i.e., the expected value and standard 

deviation of return distributions). A total utility function 

based on these characteristics takes the following form: 

Equation 3.8. U = f(Er,Sr) 

where, Er = the expected return, and 

Sr = the standard deviation for the return 
distribution. 

Investors are assumed to prefer a higher expected 

future wealth to a lower future wealth, ceteris paribus 

(i.e., dU/dEw > 0). Moreover, investors are assumed to be 

risk-averse (i.e., dU/dSw < 0) (Sharpe, 1964, p. 428). Note 

that the parameters of the distribution of expected wealth 

are linear transformations of return distributions. Since 

returns are functions of changes in wealth: 

Equation 3.9. R = (Wt - W^)/Wi 

where, = terminal wealth, and 

Wi = beginning wealth 
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terminal wealth may be expressed as a linear function of 

return and beginning wealths 

Equation 3.10. Wt = RWi + Wj.. 

The relationship between terminal wealth and return allows 

the expression of the investor's utility in terms of Rf as 

defined above. 

Given the assumptions investors prefer higher to 

lesser future wealth and are risk-averse the general shape 

of a set of indifference curves representing preferences for 

combinations of risky assets is concave down (Sharpe, 1964, 

p. 429). These curves are depicted in Figure 3.4. below. 

The curves representing higher levels of utility are to the 

right and downward. Indifference curve I is inferior to 

indifference curve II since alternative combinations of 

risky assets are available which produce superior 

relationships of risk and return compared to those lying 

along indifference curve I. Indifference curve III is 

generally irrelevant since no combinations of risky assets 

lie anywhere along the curve. The indifference curve which 

maximizes the investor's expected utility is indifference 

curve II. This is the highest indifference curve an 

investor is able to attain such that the invested portfolio 

of risky assets lies on the efficient frontier of the 

investment opportunity curve. That is, the investor is not 

able to find an alternative portfolio lying along a higher 

indifference curve. 
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R, . E(RP) 

Efficient Portfolio and Indifference Curves 

Figure 3.4. 

In the case of the CML, an investor's utility is 

maximized where the indifference curve representing 

preference for combinations of risky-riskless investments is 

tangent to the CML. Indifference curves to the left and 

upward are inferior since superior combinations of risk and 

return are available. Indifference curves lying downward 

and to the right of the tangental indifference curves are 

not meaningful since no combination of risky-riskless 
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investment exists in that region of the plane, 

preference curve scenario is depicted in the 

figure: 

Rf E(RP) 

CML Preference Curves 

FIGURE 3.5 

The indifference curves A]_ through A4 represent an investor 

who chooses to invest some funds in riskless assets. That 

is, investor A invests some funds at the riskless rate and 

some funds in the risky portfolio M. The indifference 

curves through B4 represent an investor investing 

entirely in the risky portfolio M. The indifference curves 

The CML 

following 
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Ci through C4 represents an investor committing all 

investment resources to the risky protfolio M, together with 

investment in the risky portfolio M funded by borrowing at 

the riskless rate. In any case, investor A, B or C invests 

only in risky assets defined by portfolio M. 

Attempts by investors to hold risky assets in portfolio 

M and their lack of interest in not holding risky assets not 

defined by portfolio M leads to a revision of prices 

(Sharper 1964, p. 435). The bidding for the risky assets 

defined by M leads to increased prices for the M assets. 

The increased prices for the M assets necessarily result in 

a decrease in return since there is a correlation between 

prices and return. The assets comprising risky portfolio M 

shift to the left, into the interior of the investment 

opportunity curve, as their risk-return combination become 

inferior. Alternatively, prices of risky assets not in M 

may be expected to decrease, causing their returns to 

increase. Such portfolios, perhaps even a different 

combination of risky assets compared to M, may be expected 

to move to the right. The movement of this new combination 

to the frontier of the investment opportunity curve 

establishes a new combination of risky assets which lies on 

the frontier of the investment opportunity curve and is also 

tangent to the CML. That is, capital asset prices continue 

to change until a set of prices is attained for which every 

asset enters at least one combination lying on the CML. 
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CAPM 

Sharpe's CML describes the relationship between risk 

and rate of return for efficient portfolios. In the CML 

setting the market is the only source of variation (risk). 

However, it is likely that most portfolios are not perfectly 

efficient, and, consequently, are not perfectly correlated 

with the market. Thus, part of the variability in returns 

is not attributable to the variability in the market return. 

In the previous section, the CML is given by Equation 

3.4. This equation can be rewritten as: 

Equation 3.11. E(Rp) = Rf + L1 Sp 

where, L' = (Edy - Rf)/Sm 

and all other terms are defined as in Equation 3.4. 

L* is the slope of the CML and can be considered as 

the "price of risk" in the market (Haley and Schall, 1979, 

p. 147). Both the interest rate and the price of risk, 

L', reflect individual preferences and opportunities. 

The equilibrium conditions for securities and 

inefficient portfolios can be determined between the market 

portfolio M, which lies on the CML, and the securities that 

comprise the portfolio. The prior discussion on portfolio 

theory provides two insights for determining the equilibrium 

conditions for securities and inefficient portfolios. 

First, the expected return of a portfolio changes in 

proportion to the expected return on a security added to it 

(see Equation 3.1.). Second, the risk of a portfolio 
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depends primarily on the covariances of the securities in it 

(see Equation 3.2.) (Haley and Schall, 1979, p. 148). Thus, 

the only risk of consequence to highly diversified investors 

is the covariance of a security's return with the return on 

the market. The equilibrium expected return on a security 

is given by: 

Equation 3.12. E(R±) = RF + L» pim SI 

where, E(R^) = the expected return on security i, 

Rf = the risk-free rate of interest, 

L' = the price of risk, 
• • 

Pim = the correlation between the return on -
security i and the return on the market, and 

Si = the standard deviation on security i. 

This relationship is referred to as the Security 

Market Line (SML). The SML Shows that in equilibrium the 

required expected rate of return on risky assets is a 

function of the risk-free rate of interest plus a risk 

premium where the risk is measured by the covariance of the 

asset's return with the return on all assets (Haley and 

Schall, 1979, p. 149). The SML is depicted in Figure 3.6. 

below. 

The SML and the CML are identical relationships for 

efficient portfolios. That is, when Pim = 1 Equation 3.12. 

reduces to Equation 3.4. Moreover, it is the notion of the 

SML which leads to the development of the CAPM. 



73 

E(R|) 

SML 

The Security Market Line 

Figure 3.6. 

The CAPM, developed by Sharpe (1964), Lintner (1965), 

and Mossin (1966), specifies appropriate relationships 

between individual securities' expected returns in order to 

establish stock prices. The CAPM embodies the following 

assumptions (Dyckman, Downs and Magee, 1975, p. 109): 

1. Investors are risk-averse, single period, 
expected-utility-of-terminal-wealth maximizers who 
select their holdings of securities on the basis of 
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the mean and variance of the probability distribution 
of returns. 

2. Investors can borrow or lend unlimited amounts at 
a common and exogenously determined riskless rate 
(R

f). 

3. Investors have homogeneous expectations; that isf 

they agree about the means, variances, and 
covariances of returns among all securities. 

4. Perfect capital markets exist; that is, investors 
are price takers. There are no taxes or transaction 
costs, and all investors have equal and costless 
access to information. 

5. The quantities of securities are fixed. 

Specifically, the CAPM takes the following form: 

Equation. 3.13. E(R±) = Rf + Bi (E(Rm) - Rf) 

where, E(Rj_) = the expected return on security i, 

Rf = the pure rate of interest, 

= the systematic risk of security i, and 

E(Rm) = the expected return on the market. 

In the context of the CAPM, the contribution of an asset 

to the riskiness of a portfolio is measured by the Beta 

coefficient in Equation 3.13. The CAPM is directly derived 

from the SML. Specifically, Equation 3.14. indicates that 

the relationship between the Beta coefficient of an asset 

and the market: 

Equation 3.14. = Pini S i  S m  

V 

It iis easy to see that Equation 3.12. and 3.13. are 

equivalent when the B^ and L' variables are substituted in 

their respective equations. 
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The primary implication of the CAPM is that Beta is 

the proper measure of that part of total risk which can be 

expected to produce a risk premium. Beta measures the 

systematic risk of a security, the risk that cannot be 

eliminated by diversification. 

The CAPM is neutral concerning the process that 

generates security prices (Dyckman, Downs and Magee, 1975f 

p. 109). However, some such assumption is generally 

necessary in order to estimate the expected-return series 

employed in security price studies. For this purpose the 

Market Model has been extensively used. 

The returns of individual securities are best related 

to the returns of the portfolio M using a simple regression 

model such as Sharpe's Market Model (Equation 3.3) (Sharpef 

1964, p. 438). For example, plotting the returns of 

individual securities against returns of the portfolio (M) 

pictorially identifies part of the relationship between 

individual securities and the portfolio (M). This 

relationship is depicted in Figure 3.7. below. The scatter 

of. the individual security returns around their respective 

means is explained in part by the relationship of the return 

on the individual security to the return on the portfolio 

(M) as defined by Bim* the measure of the slope of the 

linear relationship between the return of the individual 

security (Rj,) and the return on the portfolio (Rm)- This 
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compcnent reflects the systematic risk of the individual 

security. 

im 

R 

The Market Model 

Figure 3.7. 

The systematic risk reflects the amount of risk which is not 

possible to reduce through diversification. Generally, it 

is viewed as the risk of marketwide fluctuations. The 

unexplained portion (i.e., the residual, Ui^J of the linear 

relationship between and Rm reflects the unsystematic 

risk component of the individual security. This risk 

component may be reduced by diversifying the portfolio. 
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Given the normality assumptions of the Market Model, it 

follows the larger the number of securities in the portfolio 

(M) , the closer the residual approaches zero. Thus, the 

unsystematic risk is driven to zero through diversification. 

The development of the CAPM is a function of the CML 

and the SMLr and several assumptions concerning the behavior 

of individual investors. The primary contribution of the 

CAPM is the recognition of the only relevant risk measure, 

Beta. Beta measures the systematic risk of an individual 

security. The CMT implications for accounting are discussed 

in the next section of this chapter. 

Capital Market Theory Implications for Accounting 

Capital Market Theory (CMT), taken into account with 

other theories and postulates, may have important 

implications for' accounting. The role of financial 

accounting in society must be evaluated in terms of its 

economic consequences. A minimum understanding of the 

economic consequences accounting information has for society 

has been reviewed earlier in this study. Briefly, these 

consequences include the allocation of resources among 

competing firms in the economy and the potential 

redistribuiton of wealth among individuals arising from a 

changing security price structure. 

A necessary component of understanding the CMT 

implications for accounting is the theory and confirmation 
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of theory dealing with efficient capital markets. The 

Efficient Market Hypothesis (EMH) has long been evaluated by 

accounting and finance academic researchers. The EMH 

identifies securities markets as efficient if they fully 

reflect available information (Fama, 1970, p. 383). 

Pointedly, the EMH postulates the securities markets 

instantaneously impound, in an unbiased fashion, new 

information as it becomes available. Fama (1970, p. 387) 

identifies sufficient conditions for market efficiency: 

1) there are no transaction costs in trading; 

2) all information is costlessly available to all 
investors; and, 

3) investors have homogeneous expectations, 
conditional on current information, for 
individual security return distributions. 

Further, Fama (1970, p. 383) identifies three 

conceptual levels of market efficiency. The first level is 

referred to as the weak form of market efficiency. The weak 

form implies successive security price changes are 

independent, thereby precluding abnormal gains from 

knowledge of historic prices. Several empirical studies 

support the notion of the weak form of the EMH. For 

example, Samuelson (1965) provides evidence that security 

prices fluctuate randomly. Random movement of security 

prices is consistent with the postulate that investors are 

unable to obtain abnormal returns on the basis of studying 

historic prices. 
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The second level of market efficiency, the semi-

strong form, implies that the security market 

instantaneously reflects publicly available information. It 

is this level of market efficiency that specific accounting-

related types of information have received consideration. 

For example, Pama, Fisher, Jensen and Roll (1969, p. 9) find 

the security market adjusts to the announcements of stock 

splits and that such adjustment is consistent with the semi-

strong form o'f market efficiency. Further, other examples 

of tests of semi-strong market efficiency have been cited 

earlier in this study. Beaver (1968) concludes the security 

market adjusts to annual earnings announcements; May (1971) 

finds similar reactions to quarterly earnings announcements; 

and, Foster and Vickrey (1978) conclude the security market 

takes into account the incremental data contained in the 10-

K in resetting equilibrium security prices. 

The strong form of the EMH deals with the ability of 

investors to gain abnomral returns via monopolistic access 

to information (Fama, 1970, p. 409). Neiderhoffer and 

Osborne (1967) indicate specialists on the New York Stock 

Exchange may develop abnormal profits through their 

monopolistic access to information dealing with unfilled 

limit orders. Indirect tests of the strong form of market 

efficiency have been limited to examinations of mutual fund 

performance. For example, Jensen (1968) concludes mutual 

fund managers are not able to earn abnormal returns on their 
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fund portfolios. While not a direct test of the strong form 

of market efficiency, the Jensen study may provide evidence 

that fund managers do not have any special insight or 

monopolistic access to information. 

Given that the EMH holds information is 

instantaneously impounded in security prices, in an unbiased 

fashion, the CMT postulates dealing with individual behavior 

and investment in securities may have important implications 

for accounting. Specifically, models, developed from the 

Markowitz and Sharpe mold, may be utilized to investigate 

the potential effect of accounting information on the risk-

return combinations of security investment. Recall the 

systematic risk of a security is reflected in its Beta, the 

relationship of the individual security's price as compared 

to the movement of the market as a whole. The non-

systematic risk of a security is reflected in the 

unexplained price movement, u^f 

Beaver (1972, p. 423) claims the role of accounting 

information lies in its ability to influence the 

predictability of Beta. Specifically, Beaver (1972, p. 423) 

states: 

Moreover, in an efficient market, the only potential 
value of accounting information to the individual 
investor would be the assessment of the risk (and 
hence, expected return) associated with a given 
portfolio, which in turn would involve estimation of 
the systematic risk component for the individual 
securities that constitute the portfolio. 
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Similarly, Fama (1970, p. 402) believes that the risk 

of an individual security can be measured by its 

contribution to the standard deviation of the return of the 

market portfolio. Residual analysis has been employed by 

many accounting investigators in reviewing the consequences 

of accounting information for the security price structure. 

For example, Fama, Fisher, Jensen and Roll (1969) employ a 

cumulative average residual statistic in identifying the 

impact of stock split announcements on the security price 

structure. Thus, it seems academic researchers have 

found that accounting information may motivate changes in a 

firm's Beta, or may motivate unusual movements in the 

residual term 

The potential of the CMT-EMH body of research lies in 

its potential value to accounting policymakers. That is, if 

accounting information is found to have economic 

consequences measured in terms of the CMT-EMH framework (as 

evidenced by an impact on firms' systematic risk and 

unexplained price movements) accounting policymakers may 

view a specific accounting rule, principle, procedure, or 

disclosure as having some social value. 

Summary 

The goal of this chapter has been to identify the 

analytical framework surrounding the investigation of the 

economic consequences of accounting information (such as the 
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information contained in Annual Reports to Shareholders and 

10-Ks). The framework consists of several sections. First, 

the Markowitz and Sharpe works identify the nature of 

rational investment behavior and provide a simplified model 

for efficient portfolio formulation (Market Model). Second, 

the development of the Capital Asset Pricing Model provides 

an explanation of achieving an equilibrium of capital asset 

prices. The CAPM deals with combinations of riskless and 

risky assets. Further, the Capital Market Theory 

implications for accounting have been identified. These 

implications rely on the postulates of the weak, semi-strong 

and strong forms of the Efficient Market Hypothesis. The 

specific implications for accounting include the value 

policymakers find in studies investigating the economic 

consequences of accounting information where such studies 

are based on the theories of investor behavior, equilibrium 

asset price formulation, and efficient capital markets 

presented in this chapter. 



CHAPTER 4 

METHODOLOGY 

The objective of this chapter is to review the 

methodology to be employed in evaluating the incremental 

information content of the Annual Report to Shareholders 

(ARS) and the annual report required by the Securities and 

Exchange Commission (SEC) on Form 10-K (10 — K). 

Specifically, this chapter is divided i-nto three sections. 

The first section examines unexpected return analytical 

techniques used in prior information content studies. 

Moreover, the first section provides a justification for 

utilizing techniques revealing individual security Beta 

shifts as evidence of information content. Section two of 

this chapter deals with the specific analytical techniques 

to be used in this study. This section includes a 

discussion of the dissertation experimental design. The 

final section summarizes this chapter. 

Precedents and Justification for Analytical Techniques 
to Be Employed in the Dissertation 

The goal of this section is to provide a rationale 

for the analytical techniques to be employed in this study. 

Specifically, these techniques are designed to reveal 

accounting information consequences for the sytematic (Beta) 

83 
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risk component and the unexpected return of individual 

securities. 

Precedent for the Unexpected Return Methodology 

Several studies rely on the well-established 

unexpected return methodology for evaluating the information 

content of accounting data.* Specifically, studies such 

as Beaver's investigation of the information content of 

annual earnings announcements (1968), Fama, Fisher, Jensen 

and Roll's study of the information content of stock splits 

(1969), May's study of the information content of quarterly 

earnings announcements (1971), and Foster and Vickrey's 

investigation of the incremental information content of the 

10-K (1978) rely on unexpected return methodologies. 

Beaver's study of the information content of annual 

earnings announcements is one of the earlier studies that 

utilizes an unexpected return methodology. Specifically, 

Beaver relies on the ratio of the square of the unexpected 

return in the annual earnings announcement week to the 

average of the squares of the unexpected returns in the 

surrounding non-announcement weeks in concluding annual 

earnings announcements possess information content (1968, p. 

79). 

1. Unexpected returns refer to the ujt component of 
Equation 4.2. 
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Fama, Fisher, Jensen and Roll develop the use of 

Cumulative Average Residuals (CAR) in evaluating the 

information content of stock splits (1969, p. 8). In the 

their study the CAR is defined as the sum of the average u^t 

(across firms) over the report and non-report periods. 

Typically, an event possessing information content produces 

an increasing CAR prior to the time of the event. The CAR 

levels off after the event.2 since the CAR for the firms 

they studied behaves in this manner Fama, Fisher, Jensen and 

Roll conclude the announcement of stock splits possesses 

information content (1969, p. 20). 

May employs an unexpected return methodology similar 

to that used in the Beaver study. Specifically, May 

develops a ratio of the absolute value of the unexpected 

return in the quarterly earnings announcement period 

to the average of the absolute values of the unexpected 

returns over the non-report period (1971, p. 136). In 

rejecting the null hypothesis that the ratio is equal to 

one, May (1971, p. 138) concludes quarterly earnings 

announcements possess information content. 

Foster and Vickrey (1978, p. 929) employ two 

unexpected return methodological techniques in concluding 

the 10-K, for firms in their study, seems to possess 

2. Fama, Fisher, Jensen and Roll, Figure 2a, p. 13. 



incremental information content. Foster and Vickrey (1978, 

p. 927) identify two views of their sample; motivating the 

two different analytical techniques. The first view regards 

the selected sample as a population in its own right, while 

the second view regards the sample as being from some 

unknown population. On the basis of the former view, Foster 

and Vickrey (1978, p. 928) investigate the average (across 

firms) absolute value of the unexpected returns for each 

week in their study. They conclude the 10-K seems to 

possess incremental information content on the basis of^the 

high ranking of the 10-K impact week (sixth). Moreover, 

this conclusion seems to be reinforced by their 

investigation of the incremental information content of the 

10-K on the basis of the latter view of the selected sample 

(i.e., as coming from some unknown population). Foster and 

Vickrey (1978, p. 929) employ a matched pairs version of the 

z test to statistically test the hypothesis that the 

difference between the average (across firms) of the 

absolute value of the unexpected returns for the 10-K report 

period and the average (across firms) of the absolute values 

of the unexpected returns in the non-report periods equals 

zero. Foster and Vickrey (1978, p. 930) do not posit any 

inference in rejecting the null hypothesis described above, 

leaving the choice of inference to the reader, but note that 

the result of the statistical investigation seems to support 

their ordinal analysis. 



87 
» 

The motivation for discussing the four studies is to 

provide precedent for the rationale of utilizing a similar 

unexpected return methodology for investigating the 

information content of accounting information. In this 

context, information content refers to unusual unexplained 

price variability in unexpected returns. Further, the 

unexpected return methodology to be employed in this study 

is similar to that used by Foster and Vickrey. The primary 

reason for the similar structure is that the goal of this 

dissertation is to extend the Foster and Vickrey 10-K 

investigation to more years, as well as more recent years. 

Rationale for the Beta-Shift Technique 

The other analytical technique to be employed in this 

study deals with revealing shifts in a security's systematic 

risk component (Beta). Beaver, Kettler and Scholes (1970) 

investigate the association between accounting risk measures 

such as dividend payout, growth, leverage, liquidity, size 

and variability in earnings and the market risk measure 

Beta. Beaver, Kettler and Scholes conclude their evidence 

supports the contention that accounting measures of risk are 

impounded in the market-price-based risk measure (Beta) 

(1970, p. 679). Their conclusion is based on their finding 

of a high degree of contemporaneous association between the 

accounting and market risk measures. Beaver (1972, p. 416) 

remarks that the finding in the Beaver, Kettler and Scholes 
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study supports the contention that the accounting risk 

measures are consistent with the underlying information set 

used by the market in assessing the riskiness of securities. 

As noted in Chapter 3f Beaver (1972, p. 423) argues the only 

potential value of accounting information lies in its 

implications for the systematic risk component Beta. 

Beaver's statements imply that the impact of accounting data 

possessing information content may be reflected in a 

revision of investor's expectations concerning the 

systematic risk component. Thus, a methodology is employed 

in this study to determine if the public release of the ARS 

and 10-K affects the Beta for securities in the study 

sample. 

Specific Dissertation Analytical Techniques 

The goal of this section is to describe the specific 

analytical techniques to be employed in the dissertation for 

investigating the incremental information content of the ARS 

and the 10-K. Two techniques are to be used. The first 

technique is an unexpected return methodology. The second 

technique is designed to identify changes in the value of 

the Beta parameter over time. The unexpected return 

methodology and the Beta-shift technique have certain 

commonalities in their experimental design. Therefore, the 

commonalities of the two methodologies are first discussed. 
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followed by detailed discussion of the specific unexpected 

return and Beta-shift techniques. 

Commonalities 

The commonalities of the two investigative techniques 

are numerous. Specifically, they include the use of 

Sharpe's Market Model, the time-period design of the study, 

the sample selection criteria for the respective ARS and 10-

K samples, specific data-gathering processes for the ARS and 

10-K release dates, compilation of data from the Center for 

Research In Security Price's (CRSP) tapes and fitting 

regression equations. 

The Market Model. The Market Model developed by 

Sharpe (1963) serves as the basis for generating unexpected 

returns and individual security Betas. The Market Model has 

been employed in this context in several security price 

studies including the Beaver (1968), Fama, Fisher, Jensen 

and Roll (1969), May (1971) and Foster and Vickrey (1978) 

studies cited earlier in this chapter. The Market Model 

relates the return of an individual security to the return 

on the market as a whole. The ante form of the Market 

Model is usually given by: 

Equation 4.1. E(Rit) = aA + bi E(Rmt) 

where, E(Rit-) = the expected return on security i in 
period t, 

E(Rmt) = the expected return on the market for 
period t, 
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ai = the intercept defining the linear 
relationship between Rit and Rmtf and 

bi = the slope defining the linear 
relationship between R^t and Rmf 

The unexpected return for an individual security is an ex 

post notion and is given by: 

Equation 4.2. u^t = Rit ~ E^itl^mt^ 

where, = the unexpected return for security i 
in period t, 

Rit = the actual return on security i in 
period t, and 

Rmt) = the expected return on security i in 
period t conditional on the .ex post 
value of the return on the market: 

E(RitlRmt) = ai + bi Rmt* 

Thus, both the systematic risk component (Beta) and the non-

systematic risk component (Uj^) are generated using the 

Market Model. 

Timeperiod Design. The study of the incremental 

information content of the ARS and the 10-K deals with 

comparing report periods to non-report periods. Therefore, 

the study is based on a specific timeperiod design. The 

timeperiod design is similar for both the ARS and the 10-K 

investigations. Specifically, the timeperiod design 

includes the Foundation Period (FP), the Study Period (SP), 

the Report Period (RP), the Non-Report Period (NRP), the 

Impact Week (IW), and the Clearing Week (CW). References to 

weeks in this study are to trading weeks. A trading week 

consists of any consecutive five security trading days. A 
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security trading day refers to a calendar day on which the 

NYSE is open for exchange business. The formation of 

trading weeks is relative to the initial impact date for the 

ARS and the 10-K. The impact date serves as the first 

trading day of the five trading days constituting the IW. 

All other weeks are formed relative to this date. That is, 

the first preceding trading week with respect to the week in 

which the release of the ARS or 10-K occurs is the five 

trading days immediately prior to the respective impact 

date. Likewise, the first subsequent trading week after the 

IW includes the first five trading days subsequent to the 

IW. 

The PP is 99 trading weeks in length. The FP must be 

long enough to derive sufficient R^t an^ Rmt observations 

for developing estimates of individual security a^ and bj_. 

On the other hand, the FP must be short enough to thwart any 

instability problems with regression parameters. 

The SP refers to the combination of the RP and the 

NRP. It consists of the middle 51 weeks of the 99 week FP. 

The SP weeks are the weeks that the a^ and b^ generated over 

the FP are used to generate u^t for each security in the 

study sample. 

The RP is synonomous with the IW. It is week 50 for 

both the ARS and 10-K investigations. Recall the ARS or 10-

K release date is the first day of the RP. For the ARS the 

release date is identified as the mailing date reported by 
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firms on the study questionnaire plus two trading days. The 

impact date for the ARS is extended by the additional days 

due to comment by the United States Post Office that the 

receipt period for mailed ARS reports would be 2 to 10 days 

after mailing. For the purposes of this study the 10-K 

impact date is the date the 10-K report is stamped received 

by the SEC. There is no evidence that indicates the 

incremental data contained in the ARS or the 10-K is 

previously available to the public. 

The NRP includes the twenty-five trading weeks 

immediately preceding the RP and the twenty-five weeks 

immediately subsequent to the RP. Specifically, it includes 

weeks 25 - 49 and 51 - 75. Week 49 is referred to as the 

Clearing Week (CW). This is the week which is investigated 

to be sure no other significant news announcements have been 

reported for the respective firms. The timeperiod design is 

represented in Figure 4.1. below. 

CW 
wk. 49 

IW 
wk. 50 

NRP 
wks. 25 - 49 

IW 
wk. 50 

NRP 
wks. 51 - 75 

SP 
wks. 2 5 - 7 5  

pp 
wks. 1 - 9 9  

Timeperiod Design 

FIGURE 4.1 
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Sample Selection Criteria. A third commonality deals 

with Sample Selection Criteria (SSC). It is necessary to 

introduce Sample Selection Criteria in this study in order 

to isolate the effects of the release of the ARS or the 10-

K. SSC are commonly used to reduce the confounding effects 

of other information events and to insure a well- designed 

experiment. The side effects of employing SSC include 

forming a sample on other than a random basis. The 

resulting sample gives rise to two interpretations. The 

first interpretation views the resultant sample as a 

population in its own right. The second interpretation 

recognizes the selected sample as belonging to some unknown 

population (Foster and Vickrey, 1978, p. 927). The ARS and 

10-K SSC are somewhat similar, but specifically unique. 

Violation of SSC result in the exclusion of a firm from the 

study sample. 

There are three ARS Sample Selection Criteria. The 

first criterion insures knowledge of the ARS release date: 

ARS Criterion 1. The date the ARS is made publicly 
available must be identified by responding firms in the ARS 
Hailing Date Questionnaire. 

The second ARS criterion insures no other significant 

(i.e., stock splits, dividends, earnings, etc.) news 

announcements occur during either the CW, week 49, or the 

IW, week 50: 
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ARS Criterion 2*. There must be no significant news 
announcements, as reflected in The Wall Street Journal 
Index, during either the Clearing Week, week 49, or the 
Impact Weekr week 50. 

The third ARS criterion insures sufficient Rit and 

Rmt data are available over the FP: 

ARS Criterion 3. Return data must be available on the 
University of Arizona's copy of the CRSP tape for each firm 
for each of the 99 weeks in the Foundation Period. 

The SSC for the 10-K are similar to the SSC for the 

ARS but include two additional criteria. The first SEC 

criterion serves to isolate the public release date of the 

10-K: 

10-K Criterion 1*. The date the 10-K is received by the SEC 
must be reflected in the University of Arizona Disclosure. 
Inc. microfiche file. 

The second 10-K criterion is designed to insure no 

other significant news announcements confound the effects of 

the release of the 10-K: 

10-K Criterion Z m. There must be no significant news 
announcements, as reflected in The Wall Street Journal 
Index, during the Clearing Week, week 49, or the Impact 
Week, week 50. 

The third 10-K criterion insures the ARS is released 

prior to the release of the 10-K. An alternate experimental 

design would recognize the potential of the release of the 

10-K prior to the ARS. A preliminary investigation 

identifies the insufficiency of the number of occurrences of 

10-K releases prior to ARS releases as the motivation for 

limiting the experimental design. Verification of ARS 

release dates preceding 10-K release dates is to be 
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accomplished by either referencing the reported mailing 

dates on the ARS Mailing Date Questionnaires or by 

referencing the receipt date marked on the Disclosure. Inc. 

copy of the ARS located in the University of Arizona 

microfiche file. The latter date is marked by Disclosure. 

Inc. and would presumably occur after or concomitant with 

public mailings. Specfically, this criterion is designed to 

allow the ARS to be mailed and be effectively distributed to 

shareholders and others: 

10—K Criterion 2^ The 10-K must be publicly available at 
least 5 trading days prior to the Clearing Week. 

The fourth 10-K criterion is invoked due to the 

development of processing queues at the SEC during the 

period of March 26 - April 3 of each year. Processing 

queues contain incompletely developed 10-Ks. These queues 

develop due to the large number of calendar-year firms 

filing their 10-K reports toward the end of their 90 day 

filing deadline (Foster and Vickrey, 1978r p. 926): 

10-K Criterion 4^. The 10-K must not have been received by 
the SBC in Washington, D. C. during the period of March 26 -
April 3 of each of the potential reporting years (1975 thru 
1978). 

The fifth 10-K criterion is similar to the third ARS 

criterion. It insures the sufficiency of Rj.t and Rmt data 

over the FP: 

10-K Criterion JL*. Daily return data must be available on 
the University of Arizona's copy of the CRSP tape for each 
of the 99 weeks in the Foundation Period. 
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The respective ARS mailing and 10-K receipt dates are 

reasonable dates to use in this study. The use of these 

dates implies the incremental data set contained in these 

reports has never been publicly available prior to their 

issue. The major deterrent to prior dissemination of this 

incremental data set is SEC Rule 10b-5 (SEC REG Section 

240.10b-5). The general language of this provision has been 

interpreted by the SEC and the courts to prevent 

dissemination of inside information to selective parties. 

In fact, some companies have restricted or eliminated oral 

communications with the professional analyst community for 

fear of litigation under Rule 10b-5 (Gillis, 1975, p. 11). 

Data Gathering. The fourth commonality between the 

unexpected return and the Beta-shift methodologies is the 

data gathering process. However, specific data gathering 

processes are unique for the ARS as compared to that of the 

10-K. 

The goal in examining the incremental information 

content of the ARS is to determine the impact, if any, the 

public release of this report has on either the systematic 

component of securities, or on the unexpected return of 

these securities. The ARS release dates are not publicly 

available. Therefore, a Mailing Date Questionnaire must be 

mailed to the population of reporting firms in order to 

retrieve this information. For the purpose of this study, 

the population of reporting firms is limited to those firms 



whose securities are listed on the New York Stock Exchange 

(NYSE). The purpose of limiting the scope of reporting 

firms to NYSE firms is that this is the set of firms for 

which data are available on the CRSP tapes. The names and 

addresses of the NYSE firms are listed in either Standard £ 

Poor's New York Stock Exchange Stock Reports (July, 1977) or 

in Moody's Handbook Common Stocks (Summer, 1977). These 

firms are to receive the cover letter and Mailing Date 

Questionnaire contained in Appendix A. The Mailing Date 

Questionnaire requests the initial ARS mailing dates for 

mailings to significant user groups for fiscal years ending 

in 1975, 1976 and 1977. A total of 1524 questionnaires are 

to be mailed to the NYSE firms listed in Appendix Bf 

including 31 to foreign-based addresses. Questionnaires 

returned no later than December 31, 1978 are expected to be 

included in the study. Questionnaires revealing incomplete 

mailing date responses, missing dates, illegible dates, or 

irrelevant responses are to be eliminated under ARS SSC #1. 

The remaining ARS mailing dates are to be organized into a 

form which facilitates investigating compliance with other 

ARS SSC. 

The goal of the investigation of the 10-K is to 

determine the impact, if any, this report has on the 

systematic and non-sytematic risk components of securities. 

The 10-K becomes available to the public when it is filed 

with the SEC in Washington, D. C. The SEC stamps the face 
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of the 10-K with the date the report is received. Generally, 

it is possible to identify these dates by referring to the 

Disclosure, Inc. microfiche files available at the 

University of Arizona library. 10-K filing dates are to be 

identified for the 1524 firms in Appendix B for 10-K reports 

filed in reference to fiscal years ending in 1975, 1976 and 

1977. Missing or illegible dates disqualify the firm for 

inclusion in the study sample under SSC 10-K Criterion 1. 

Gathering of ARS mailing dates and 10-K receipt dates 

involves application of ARS SSC #1 and 10-K SSC #1. The 

second phase of applying SSC includes reducing the 

respective ARS and 10-K samples by eliminating those firms 

violating ARS SSC #2 and 10-K SSC #2. These criteria deal 

with eliminating firms from their respective samples on the 

basis of other significant news announcements occurring 

during either the CW, week 49, or the IW, week 50. 

Moreover, the 10-K sample is reduced by those firms not 

complying with 10-K SSC #3 and 10-K SSC #4. 10-K SSC #3 

insures a firm's ARS is released at least 5 trading days 

prior to the CW. 10-K SSC #4 eliminates firms whose 10-Ks 

are held up in processing queues. The resulting reduced 

samples are subject to the remaining SSC requiring 

sufficient CRSP tape data, namely ARS SSC #3 and 10-K SSC 

#5. 

Extracting Weekly Returns from the CRSP Tape. The 

fifth methodological commonality is the extraction of data 
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from the CRSP tapes and formation of weekly and Rmt 

returns. The CRSP tape contains daily returns on individual 

securities. The daily return is given by: 

Equation 4.3. Rij = Pi1 + Dij ~ pij-l 
Pij-1 

wheref P^-4 = the closing price of security i on day 
i t  

D^-i = the cash dividend paid, if any, on 
security i on day 3, and 

= the closing price of security i on day 
j-1-

Weekly returns for individual securities is the geometric 

average of the daily returns: 

Equation 4.4. Rit = ((l+R^) (1+Ri2) (1+Ri3) (1+Ri4) (1+Ri5)) -1 

where, R^t = the weeklY return for security i in 
week t, 

Ril = t^e daily return for security i on 
the first day of trading wee"k t, 

Ri2 = t*1® daily return for security i on 
the second day of trading week t, 

Ri3 = the daily return for security i on 
the third day of trading week t, 

R^4 = the daily return for security i on 
the fourth day of trdaing week t, and 

Ri5 = the daily return for security i on 
the fifth day of trading week t. 

Daily returns for the Rmt factor (i.e., the market as 

a whole) requires the use of a market surrogate. 

Specifically, the market surrogate to be used in this study 

is the standard and P Q Q E  5 0 Q  composite index. The use of 
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this surrogate is supported by two criteria. First, the 

Standard and Poor 5QQ Composite Index is a sufficiently 

large portfolio to adequately represent a market portfolio. 

Second, this index is available on the CRSP tape. The 

weekly composite index is a geometric average of the five 

trading days in any given trading week. 

Once the weekly return data are compiled it is 

necessary to investigate the integrity of the CRSP tape 

data. Weekly returns for a few securities are to be 

verified by hand calculations. The hand-calculated weekly 

returns are to be compared with those derived from the CRSP 

tape to determine the adequacy of the quality of the data 

contained on the CRSP tape. ARS SSC #3 and 10-K SSC #5 

eliminate from the study sample those firms whose CRSP daily 

return data are incomplete or insufficient. This exercise 

provides reasonable assurance of data cleanliness; a 

condition precedent to regressing the numerous R^t on the 

Rmt over the for each security included in the study 

sample. 

Regressing on Regressing the weekly R^j. on 

the weekly Rmt over the PP for each security in the 

respective ARS and 10-K samples is the sixth commonality of 

the unexpected return and Beta-shift techniques-

Specifically, a FORTRAN program is to be written for 

developing the regression equations. The parameter output, 

a^ and b^, are to be compared to similar parameters 
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generated by using the SPSS and TIMVAR programs available on 

the University of Arizona DEC-10 computer. The goal of this 

comparison is to provide reasonable assurance the FORTRAN 

program developed for the study produces parameters that are 

consistently equivalent to parameters generated on more 

substantiated programs. 

The FORTRAN program developed for this study relies 

on the assumptions of the simple linear regression model. 

Specifically, the residual term is assumed to be an 

independent random variable, v/ith mean 0 and constant 

variance (Neter and Wasserman, 1974, p. 98). The residuals 

should reflect these properties if the regression model is 

appropriate for the R^t and Rmt observations. Two non-

parametric tests are to be used to investigate the 

correlation of the error term over time. The first test 

statistic to be evaluated for error term correlation over 

time is Kendall's coefficient of concordance (Neter and 

Wasserman, 1974, p. 748). The second test statistic to be 

evaluated for error term correlation over time is Spearman's 

rank difference correlation statistic (Summers and Peters, 

1973, p. 317). The null hypothesis to be tested in the case 

of either statistic is that its value equals zero. Both the 

Kendall and Spearman statistics range in value from -1 to 

+1, with a value of zero implying no relationship between 

the paired observations. A value of +1 indicates a positive 
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relationship between the paired observations, while a value 

of -1 implies a negative relationship between the paired 

observations. Thus, the acceptance of the null hypothesis 

implies no relationship between the paired observations, 

while rejection of the null hypothesis implies the existence 

of a relationship between the paired observations. 

In addition to utilizing the Kendall and Spearman 

statistics to investigate the veracity of the error term 

normality assumption, other methods are also to be employed. 

Neter and Wasserman (1974, p. 102) recommend the error term 

normality assumption be investigated by visual inspection of 

several residual ~lots for signs of other than random 

sea tter. Specifically, the plots of Ri t versus Rm t' I Ri t I 
..... 

versus the error term, _ eit' and IYI versus eit are to be 

visually inspected for evidence of other than random 

r e 1 a t i on s h ips be t w e en t h e p 1 ott e d v a r i a b 1 e s • Upon 

acceptance of the aptness of the regression model the 

specific techniques for evaluating Beta-shifts and 

unexpected returns may be initiated. 

The Beta-Shift Technique 

The goal of the Beta-shift technique is to identify 

the impact, if any, the incremental data set contained in 

either the ARS or the 10-K has on investors' assessments of 

firms' Betas (i.e., firms' non-systematic risk components). 

If the public release of either the ARS or the 1 0-K, in the 
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aggregate, motivates a revision in investors' assessments of 

firms' riskiness in relation to the market as a whole then 

the conclusion is that the incremental data set contained in 

the relevant report possesses incremental information 

content. Thus, the Beta-shift technique is a methodology 

designed to examine the stability of the Beta parameter over 

the FP, particularly during or near the IW. 

QlLandi E-aiiSj. The Beta-shift 

technique employs two established procedures. The first 

procedure is the Quandt log-likelihood ratio developed by 

Quandt (1958). This ratio identifies the trading week in 

the FP for which the.regression relationship is most likely 

to change from one constant relationship to another constant 

relationship. Quandt's procedure relies on the assumptions 

that 1) the data are free from observation error, 2) the 

error terms are independent random variables, and 3) the 

error terms are independent of the explanatory variable 

(1958, p. 873). These assumptions are to be satisfied by 

completing the CRSP tape data verification procedures and 

investigating the aptness of the regression fit as 

previously discussed. Specifically, the Quandt procedure 

requires the existence of at least one shift, and in 

particular, identifies the period in which the shift is most 

likely to occur. The minimum value of the log-likelihood 

ratio is the estimate of the week in which the change in the 

regression relation has occurred. The ratio is developed 
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for each week in the PP from the third week to the ninety-

sixth week (allowing sufficient time at each end of the FP 

in order for the ratio to be based on sufficient 

observations). The likelihood ratio relates the common log 

of the maximum likelihood of observations over the 

restricted parameter space to the common log of the maximum 

likelihood of observations over the entire parameter space 

(Quandt, 1958, p. 876). The minimum value of this ratio is 

the estimate of the point at which the regression relation 

changes. The TIMVAR program available at the University of 

Arizona provides the statistic for the Quandt log-likelihood 

ratio. This statistic is to be used to identify the trading 

week, from week 3 to 96, in which the regression relation is 

most likely to change. Next, the Chow test is to be 

employed to test whether the parameters from a regression 

developed from observations prior to the week indicated by 

the minimum Quandt ratio value are substantially equivalent 

to the parameters from a regression developed from 

observations that week. 

The Chow Test. The Chow test, as discussed above, is 

used to determine if the two sets of regression parameters 

come from the same regression. Specifically, when a linear 

regression is used to represent an economic relationship the 

question is whether the regression remains stable in two 

periods of time, or whether the same relationship holds for 

two different groups of economic units. The Chow test 
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provides a statistical measure"that may be evaluated in 

answering the question of whether two sets of observations 

can be regarded as belonging to the same regression model 

(Chow, I960, p. 591). The Chow test statistic takes the 

following form (Chow, 1969, p. 604): 

(A-S-O/p 
(B+C)/(n+m-2p) 

where, A = sum of squares of n+m deviations of 
the dependent variable from the 
regression estimated by n+m 
observations, with n+m-p degrees of 
freedom, 

B = sum of squares of n deviations of the 
dependent variable from the regression 
estimated by the first n observations, 
with n-p degrees of freedom, 

C = sum of squares of m deviations of the 
dependent variable from the regression 
estimated by the second m 
observations, with m-p degrees of 
freedom, 

n = number of observations from the first 
regression period, 

m = number of observations from the second 
regression period, and 

p = number of regression parameters. 

Chow (1969, p. 598) demonstrates that his test 

statistic is distributed as F(p, n+m-2p) under the null 

hypothesis that both groups of.observations belong to the 

same regression model. Thus, rejection of the null 

hypothesis implies that the different groups of observations 

do not fit the same regression model. As discussed 

previously in this chapter, a Beta-shift during or near the 
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IW indicates the ARS or the 10-K possesses incremental 

information content. 

Review Procedures. Two review procedures are to be 

employed to determine if an unusual amount of Beta-shifts 

occur due to the incremental data set contained in the ARS 

or 10-K. The first procedure .involves a review of the 

distribution of Beta-shifts over the FP. If the incremental 

data set contained in the ARS or 10-K fails to motivate a 

shift then there would not be a concentration of Beta-shifts 

surrounding the IW. On the other handr if the incremental 

data set contained in the ARS or the 10-K motivates a Beta-

shift then an unusual concentration of Beta-shifts ought to 

occur during or near the IW. In this context, it seems that 

an unusual concentration would be characterized as one that 

is other than a uniform distribution over the FP. There is 

no reason for the Beta-shift distribution to take on any 

other form since it is equally likely for a Beta-shift to 

occur in any one week during the FP as another. The 

exception to this is where investors' assessments cause a 

shift in the value of the systematic riskiness of the firm 

in relation to the market as a whole. 

The other review procedure involves analyzing Beta-

shifts in moving three-week periods over the FP. A moving 

three-week period refers to any contiguous three trading 

weeks. The goal of this review procedure is to determine if 

any three week period near the IW has any unusual number of 
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shifts. Absence of prominent shift concentration during or 

near the IW tends to support the conclusion that the 

incremental data contained in the ARS and 10-K did not 

motivate a change in the value of an individual firm's 

systematic riskiness. On the other hand, an unusual 

concentration of shifts in any three-week period during or 

near the IW may support the conclusion that the incremental 

data set contained in the ARS or 10-K possesses information 

content. However, this conclusion may lead to the assertion 

that either the incremental data set is in fact available 

prior to the public release of these reports or, 

alternatively, that there is a lag in the dissemination of 

these reports. 

The Unexpected Return Methodology 

The goal of employing the unexpected return 

methodology is to identify the impact, ̂if any, the release 

of the incremental data contained in the ARS and 10-K has on 

a firm's unexpected return (uit)» Specifically, this 

section identifies 1) the need for classifying firms in the 

study sample on the basis of stationary versus 

non-stationary regression parameters, 2) the procedure for 

generating unexpected returns, and 3) the ordinal and 

statistical analytical procedures to be employed in the 

investigation of the incremental information content of the 

ARS and 10-K. 
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Stationarity. The study sample is to be divided into 

two groups on the basis of parameter stationarity. 

Stationarity is to be evaluated as described in the previous 

section by employing the Quandt log-likelihood ratio and the 

Chow test. Those firms whose parameters are found to have 

changed over the FP are to be classified as non-stationary. 

Further, those firms whose parameters are not found to have 

changed over the FP are to be classified as stationary. Non-

stationary firms are viewed as having unexpected returns 

that are unreliable and not meaningful for purposes of 

investigation of incremental information content since the 

respective unexpected return values are determined as a 

direct function of the unstable parameters. On the other 

hand, stable parameters result in unexpected returns which 

are meaningful for analysis since those unexpected returns 

are not influenced by unstable parameters. Thusf the 

classification of the study sample into stationary and non-

stationary groups is intended to result in more meaningful 

ordinal and statistical analyses of the unexpected returns. 

Generating Unexpected Returns- Unexpected returns 

are to be generated for firms in both the stationary and 

non-stationary groups for all weeks in the SP. This process 

relies on Equations 4.1. and 4.2. Specifically, the a^ and 

bj. in Equation 4.1. are formed by regressing the r^t on the 

rmt over the FP. The Uj^ (unexpected return for the ith 

security in week t) are formed via Equation 4.2. employing 
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the parameters developed in Equation 4.1. For the purposes 

of Equation '4.2.f the sx. post value of the uit is developed 

by predicting its value as a function of the gx post value 

of the return on the market. For purposes of this study, 

the Standard and Poor 5QQ Composite Index is used as a 

surrogate for the return on the market. Once the uit are 

generated for each firm in the study sample for both the 

stationary and non-stationary groups, ordinal and 

statistical analyses may be performed for the purpose of 

.detecting incremental information content. 

Ordinal Analysis. The ordinal analysis is based on 

the view that the resulting study sample is a population in 

its own right. On the basis of this view the ordinal 

analysis is a total analysis and there is no need for 

inference. Specifically, two forms of ordinal analysis are 

to be utilized. The first form of analysis is the ranking 

of the mean absolute values for each week in the study 

period. Absolute values are used to capture the magnitude 

of the uit*- Averaging the positive and negative u^t values 

would result in something of a "wash-out" effect and obscure 

the significance of the size of the term. Relatively high 

ranking of the u^t for the IW, or the u^f. for weeks near the 

IW, would provide evidence that the incremental data set 

contained in the ARS or 10-K has implications for investors' 

assessments of firm return distributions. Absence of a high 

ranking of the IW u^t provides no evidence that the 



110 

incremental data contained in the ARS or 10-K influences 

investors' assessments of return distributions. 

The other ordinal procedure involves a binomial test 

of the sign of the comparison of the mean absolute value of 

the IW to each week in the NRP. The comparison results in 

the sign being either positive or negative. If the number 

of positive signs is greater than the number of negative 

signs,then, on the average, the IW u^t has a greater value 

than the corresponding NRP u^tr providing evidence that the 

incremental data contained in the ARS or 10-K has 

implications for investors' assessments of firm return 

distributions. On the other hand, if the number of positive 

signs is not greater than the number of negative signs, 

then, on the average, the IW uit is not greater than the 

corresponding NRP u^t' resulting in no meaningful statement 

dealing with the incremental information content of either 

the ARS or the 10-K. 

Statistical Analysis. Should the ordinal analysis 

have positive implications for the incremental information 

content of the ARS and 10-K then the analysis should be 

broadened to include statistical analysis. That is, the 

ordinal analysis is limited in that it does not permit 

statistical inference to other populations. A matched pairs 
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version of the z test is to be used in testing the following 

null hypothesis-*: 

Ho: AViw - AVnrp i 0 

where, 

AViw = the mean of the |u^t| from the IW from all 
firms in the sample group, and 

AVnrp = the mean the average I u<11 from the NRP 
from all firms in the sample group. 

The matching design of the z test relates each pair of 

observations for the same firm (Foster and Vickrey, 1978, p. 

929). Rejection of the null hypothesis implies that the 

AViw ~ AVnrp > 0 an<* supports the conclusion that the 

incremental data set contained in the ARS or 10-K has 

implications for investors' assessments of firm return 

distributions. On the other hand, failure to reject the 

null hypothesis does not support the conclusion that the 

incremental data contained in the ARS or 10-K have 

implications for investors' assessments of firm return 

distributions. 

Summary 

The goal of this chapter has been to review the 

methodology to be employed in the investigation of the 

3. The matched pairs version of the z test is 
developed by Foster and Vickrey (1978, p. 933). 
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incremental information content of the ARS and the 10-K. 

Precedents and justification for two analytical procedures 

have been presented. Specificallyf these procedures include 

the unexpected return methodology and the Beta-shift 

technique. Several authors by whom the unexpected return 

methodology has been employed in investigation of the 

information content of other accounting data have been 

cited. Moreover, studies have been cited in which the 

authors have identified an association between accounting 

risk measures and market risk measures (Beta), thereby 

establishing a value for the information content of 

accounting data for investors' assessments of return 

distributions. 

The specific analytic techniques to be utilized in 

the dissertation include an unexpected return methodology 

and a Beta-shift technique. Both methodologies have 

commonalities in their experimental design. These 

commonalities include the use of Sharpe's Market Model, 

timeperiod design, sample selection criteria, data 

gathering, compilation of weekly returns from the CRSP 

tapes, and developing and fitting regression equations. 

The Beta-shift technique relies on the use of two 

procedures for detecting shifts in the value of Beta over 

the study period. The first procedure, the Quandt log-

likelihood ratio, identifies the trading week, between week 

3 and week 96, in which the regression parameters are most 
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likely to shift. The second procedure, the Chow test, is 

used to determine if the parameters from a regression formed 

from weeks immediately preceding the most likely week for 

parameter values to shift come from the same regression as 

the parameters from a regression formed from weeks 

immediately subsequent to the most likely week for 

parameters to shift. Rejection of the Chow test null 

hypothesis implies a shift in regression parameters. 

The fact that investors' assessments of firms' return 

distributions are influenced by the incremental data 

contained in the ARS or 10-K may be reflected by an unusual 

concentration of Beta-shifts during or near the IW. Two 

techniques for evaluating this concentration are to be 

employed. Should the number of Beta-shifts during the IW be 

greater than the number of Beta-shifts that would otherwise 

occur during the IW if all Beta-shifts had been uniformly 

distributed then there is some evidence that the incremental 

data contained in the ARS or 10-K influences investors' 

assessments of firm return distributions. Further, should 

the concentration of Beta-shifts in three-week moving 

periods around the IW be greater in number than other three-

week moving periods then there may be evidence that the 

incremental data contained in the ARS or 10-K influences 

investors' assessments of firms' systematic risk components. 
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The unexpected return methodology is based on forming 

two sample groups on the basis of stationary versus non-

stationary regression parametersf forming unexpected returns 

for firms in each sample group over the study period, and 

employing ordinal and statistical procedures for 

investigation of the incremental information content of the 

ARS and the 10-K. Stationary versus non-stationary sample 

groups are formed in order to remove any bias non-stationary 

regression parameters may have for unexpected return values. 

It is believed that formation of these two study samples 

results in more meaningful ordinal and statistical analyses. 

Unexpected returns are to be formed for each week in 

the SP for both the stationary and non-stationary sample 

groups. This is to be accomplished by using the a^ and b^ 

generated in Equation 4.1. in deriving the post value of 

u^t as defined in Equation 4.2. 

Once the u^t values are determined ordinal and 

statistical analyses may be completed in an effort to 

investigate the incremental information content of the ARS 

and the 10-K. Ordinal analyses to be employed include 

ranking the mean (across firms) absolute value of the u^t 

for the several weeks in the study group. The existence of 

incremental information content is consistent with higher 

ranking. Further, a binomial sign test is to be used to 

determine the frequency that the u^t for the IW is greater 

than the u^j. for weeks in the NRP. The existence of 
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incremental information content is supported iff on the 

average, the u^t for the IW is greater than the u^t for 

weeks in the NRP. 

Statistical inference is required in order to extend 

the findings of the ordinal analysis to other firms than 

those included in the study groups. Further, statistical 

inference may only be meaningful if the ordinal analyses are 

consistent with the existence of incremental information 

content. Specifically, the technique to be employed is the 

matched pairs version of the z test developed by Foster and 

Vickrey (1978, p. 933). The z test examines the null 

hypothesis that the mean (across firms) absolute value of 

the u^t for the IW less the mean (across firms) average 

(across NRP weeks) absolute value of the u^t for the NRP is 

less than or equal to zero. Rejection of the null 

hypothesis is consistent with the existence of incremental 

information content. 



CHAPTER 5 

PROCEDURE 

The goal of this chapter is to elaborate on the 

actual procedures used in this study to investigate the 

incremental information content of the ARS and the 10-K. 

The procedures to be discussed in separate sections of this 

chapter include the following: data gathering, application 

of sample selection criteria, formation of weekly returns, 

fitting of regression equations, the Quandt log-likelihood 

test, the Chow test, and the generation of unexpected 

returns. Each procedure is discussed in a separate section 

of this chapter. The chapter is concluded with a summary. 

Qata Gathering 

The data gathering processes for the ARS and the 10-K 

are at the same time similar and unique. The similarity 

between the two procedures is the definition of the target 

group. Specifically, the target group includes all firms 

listed on the New York Stock Exchange (NYSE). The NYSE 

group is a well-defined (as compared to over the counter 

securities) and sufficiently large (as compared to the 

American Stock Exchange) group of securities whose daily 

return information is available on the CRSP tape. The set 

of firms listed on the NYSE has been identified in either 

116 
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Standard £ Poor's Ush York Stock Exchange Stock Reports 

(July, 1977), or in Moody's Handbook &£ ££mm£n stocks 

(Summer, 1977). These sources identify a total of 1524 NYSE 

firms (see Appendix B). This set of NYSE firms is believed 

to be exhaustive. 

The primary focus of the dissertation is on ARS and 

10-K reports for firms releasing or filing these reports 

with respect to fiscal years ending in 1975, 1976 and 1977. 

Therefore, the ARS mailing dates and 10-K receipt dates for 

these reporting years must be obtained. 

ARS Mailing Dates 

The dates NYSE firms release their ARS reports to the 

public is not generally published in any reference source. 

Therefore, it had been decided to obtain these dates through 

the use of questionnaires. A cover letter, the 

questionnaire, and a prepaid postage envelope had been 

mailed to the 1524 NYSE firms, including 31 foreign 

addressed firms, on September 22 and 23, 1978.1 In order 

to commence with the balance of the study in a timely manner 

it had been decided only those responses received by 

December 31, 1978 would be included in the study. A total 

of 1063 questionnaires had been returned by that date (a 70% 

1. A copy of the cover letter and questionnaire are 
included in Appendix A. 



response rate).2 There had been no effort to pursue the 

unreturned questionnaires through a second mailing or 

telephone contact. It is recognized that whenever the total 

population of solicited subjects fails to respond to the 

survey the potential for respondent bias exists. However, 

it is believed that in the case of this study such bias has 

limited implications since there is no discernable pattern 

to the respondent bias and the response rate has been high. 

For the purpose of this study, a sample firm refers 

to any one reporting year for a specific NYSE firm. 

Therefore, the largest population of sample firms is 4,572 

(3 X 1,524). This population is first reduced by non-

responding firms by 1,383 (3 X 461) to 3,189 (3 X 1063). 

That is, there is a total of 3,189 ARS sample firms 

available to be included in the study prior to the 

application of sample selection criteria. 

10-K Receipt Dates 

The 10-K becomes available to the public when it is 

filed with the SEC in Washington, D. C. Generally, it is 

possible to identify the filing date since the SEC stamps a 

receipt date on the face of the 10-K. The 10-K receipt date 

has been obtained for the 1524 NYSE firms described above. 

That is, a total of 4,572 sample firms have been 

2. See Appendix C for a list of firms responding to 
the ARS Mailing Date Questionnaire. 
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investigated in the Disciosnre. inc. microfiche files 

available in the University of Arizona library. The number 

of missing or illegible receipt dates are identified in the 

next section. 

Application of Sample Selection Criteria 

The Sample Selection Criteria (SSC) to be applied to 

the data have been described in the previous chapter. SSC 

are used to reduce confounding effects of other data thereby 

isolating the event in question. There are three ARS SSC 

and five 10-K SSC. The impact of these SSC is enumerated 

below. 

ARS SSC 

The first ARS SSC specifies that the first date the 

ARS is publicly available must be identified by responding 

firms in the ARS Mailing Date Questionnaire. The number of 

questionnaires mailed amounts to 1524, representing 4,572 

potential sample firm mailing dates. A total of 1,063 

questionnaires have been returned, leaving 461 

questionnaires outstanding. The outstanding questionnaires 

amount to 1,383 sample firm mailing dates, reducing the 

potential number of sample firm mailing dates from 4,572 to 

3,189. Moreover, of the 3,189 potential sample firm mailing 

dates identified by responding firms in the ARS Mailing Date 

Questionnaire, 359 dates are either not clear, illogical, or 

otherwise not useful. Thus, the potential number of sample 



120 

firm mailing dates after the application of ARS SSC #1 

amounts to 2,776 (3,189 - 359). 

ARS SSC #2 requires that no other significant news 

announcement, including the release of the 10-K, occurs 

during either the CW, week 49, or the IW, week 50. News 

announcements have been identified via The Wall Street 

Journal Index. These news items include dividend 

announcements, earnings announcements, announcements of 

stock splits, and announcements of changes in management. 

The application of ARS SSC #2 has reduced the potential 

number of sample firm mailing dates by 2 ,448 to 328. 

Obviously, the constraint of ARS SSC #2 has taken a heavy 

toll on the number of potential sample firm mailing dates. 

The third ARS SSC requires sufficient daily return 

data to be available for each of the remaining 328 sample 

firm mailing dates. This requirement imposes the need for 

daily return data for each of the 99 weeks in the FP to be 

available on the University of Arizona's copy of the CRSP 

tape. Application of ARS SSC #3 has reduced the potential 

number of sample firm mailing dates by 16 from 328 to 312.3 

The effect of applying the three ARS SSC is summarized in 

Table 5.1. 

3. See Appendix D for a list of the 312 ARS sample 
firms and their related impact dates. 
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Table 5.1. 

ARS Sample Firm 
Mailing Dates 

Number of Sample 
Event Firm Mailing Datgs 

Initial Population 4,572 
Reduction due to 

ARS SSC #1 1.796 
Net 2,776 
Reduction due to 

ARS SSC #2 2.448 
Net 328 
Reduction due to 

ARS SSC #3 
Net Number of Sample Firm 

Mailing Dates after application 
of ARS SSC 312 

10-K SSC 

The first 10-K SSC specifies that the 10-K receipt 

date, as it is stamped by the SEC when it is received in 

Washington, D. C., must be reflected in the University of 

Arizona Disclosure. Inc. microfiche file. Upon completing 

the retrieval of these dates the population of potential 10-

K sample firm receipt dates is reduced by 537 from 4,572 to 

4,035. This reduction results from either missing, 

illegible, or otherwise not available 10-K receipt dates. 

10-K SSC #2 is similar to ARS SSC #2 in that it 

requires that no other significant news announcements, 

including the release of the ARS, occurs during either the 

CW, week 49, or the IW, week 50. News announcements have 

been identified through use of The Wall Street Journal 
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Index. Specifically, the reduction in 10-K sample firm 

receipt dates due to application of this SSC amounts to 748. 

That is, this SSC reduces the number of 10-K sample firm 

receipt dates from 4,035 to 3,287. 

The third 10-K criterion requires the ARS to be 

publicly available at least five trading days prior to the 

CW. This criterion is satisfied by referencing either the 

mailing date identified by responding firms on the ARS 

Mailing Date Questionnaire or the receipt date stamped by 

Disclosure. Inc. (available in the University of Arizona 

library) on the face of the microfiche copy of the ARS. It 

is assumed that Disclosure. Inc. does not receive a copy of 

the ARS prior to the time of receipt by the general public. 

In fact, it seems reasonable that the Disclosure. Inc. 

receipt date is a reasonable reference date since it is most 

likely that this date occurs after the ARS mailing date.4 

Application of this 10-K SSC reduces the number of 10-K 

sample firm receipt dates by 2,748 from 3,287 to 539. 

10-K SSC #4 requires that any firm whose 10-K receipt 

date falls between March 26 and April 3 in any of the study 

years be omitted from the 10-K sample. This criterion 

4. A number of mailing dates have been compared to 
the Disclosure. Inc. receipt date to verify the described 
relationship between the two dates. In each case the 
mailing date occurs prior to the Disclosure. Inc. receipt 
date. 
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reduces the potential number of 10-K sample firm receipt 

dates by 375 from 539 to 164. 

The last 10-K SSC requires that sufficient daily 

return data are available for each of the 99 weeks in the FP 

for the 164 remaining 10-K sample firm receipt dates. In 

fact, this criterion reduces the number of 10-K sample firm 

filing dates by 5 from 164 to 159.5 r^g application of all 

the 10-K SSC is summarized in Table 5.2. 

Table 5.2. 

10-K Sample Firm 
Receipt Dates 

Number of Sample 
Firm Receipt Dates 

4f572 

—522 
4,035 

748 
3,287 

2,748 
539 

375 
164 

a 

159 

Event 

Initial Population 
Reduction due to 

10-K SSC #1 
Net 
Reduction due to 

10-K SSC #2 
Net 
Reduction due to 

10-K SSC #3 
Net 
Reduction due to 
10-K SSC #4 

Net 
Reduction due to 
10-K SSC #5 

Net Number of Sample Firm 
Receipt Dates after application 
of 10-K SSC 

5. See Appendix E for a list of the 159 10-K sample 
firms and their related impact dates. 
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Having identified the ARS sample of 312 firm mailing 

dates and the 10-K sample of 159 firm receipt dates the next 

step is to form weekly returns from the daily return data. 

This is discussed in the next section. 

Forming Weekly Returns 

Weekly returns have been formed for each of the 312 

ARS and 159 10-K sample firms by extracting daily returns 

from the CRSP tape and forming weekly returns via Equation 

4.4. Weekly returns are derived for each of the 99 weeks in 

the PP. The ARS impact date is derived by taking the 

mailing date and adding two days. The 10-K impact date is 

the 10-K receipt date. The impact date is the first trading 

day in the IW. The impact date together with the successive 

four trading days constitute the IW. The IW is the center 

week in the FP. All other trading weeks in the FP have been 

formed relative to the IW. 

Weekly returns formed from daily returns extracted 

from the CRSP tape have been verified for accuracy. Several 

sample firms from both the ARS and 10-K samples have had 

several weekly returns verified by hand. For this 

verification process daily stock prices have been retrieved 

from The Wall Street Journal, and dividend information has 

been obtained from Standard £ Poor's Daily StQCk Record. 

Daily returns have been calculated for these sample firms on 

the basis of Equation 4.3. Weekly returns have been 
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calculated from these daily returns on the basis of Equation 

4.4. The resulting hand-calculated weekly returns have been 

compared to the CRSP tape weekly returns for accuracy. This 

procedure indicates that the weekly returns calculated from 

daily return data on the CRSP tape are generally accurate. 

The daily return on the market as a whole requires 

the use of a market surrogate. Specifically, the market 

surrogate to be used in this study is the Standard .& Poor 

500 Composite Index. This index is available on the CRSP 

tape as a daily index. To derive the weekly index all that 

is required is to calculate the geometric average of the 

daily market indices for each week in the PP. Next, 

regressions are fitted on the basis of the derived weekly 

returns. 

Forming and Fitting Regression Equations 

Regression equations have been fitted for each firm 

in the respective ARS and 10-K samples. These equations are 

consistent with Equation 4.1. Generally, the weekly returns 

have been regressed on the weekly market indices over the 99 

weeks in the PP for each of the ARS and 10-K firms. 

Calculations of a^ and b^ for all weeks in the NRP, except 

the CW, involve observations from all weeks in the FP except 

for the specific NRP week of the calculation, the CW and the 

IW. The goal of eliminating these three observations is to 

remove any potential bias in that week's ai and bj.. Thus, a 
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total of 96 (99-3) observations are involved in calculating 

a^ and b^ for each week in the NRP (except the CW). 

Further, calculations of ai and b^ for the CW include all 

weeks in the FP except the CW and the IW. The same anti-

bias rationale applies here. Therefore, a total of 9"/ 

(99-2) observations have been included in calculating the a^ 

and bi for the CW. Finally, calculations of a^ and bi for 

the IW are based on a total of 97 observations by excluding 

the observations from the CW and the IW. Again, the same 

anti-bias rationale applies. 

These regression equations have been developed using 

•a.FORTRAN program developed for this study. The regression 

parameters have been compared to regression parameters 

developed from forming the same regressions with the SPSS 

and TIMVAR programs available at the University of Arizona 

Computer Center. The SPSS and TIMVAR programs are well-

tested programs. The resulting parameters from all three 

programs are equivalent in value leading to the belief that 

the FORTRAN program properly calculates the several a^^ and 

bj^ values. 

Several procedures have been employed to insure 

proper regression fit for both the ARS and 10-K samples. 

Specifically, the Spearman and Kendall non-parametric tests 

have been used to investigate the correlation of the error 

term over time. Further, several scattergrams have been 

reviewed for signs of other than random scatter. These 
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plots include a plot of R^j- versus Rmf a plot of |Rit' 

versus the error term, and a plot of |Y| versus u^t. 

The results of the fitting analyses for the respective ARS 

and 10-K samples follow below. 

ARS Regression Fit 

The Kendall and Spearman non-parametric statistics 

have been calculated. Table 5.3. provides a summary of the 

distribution of those values for the 312 ARS sample firms. 

Table 5.3. 

ARS 
Kendall and Spearman Statistics 

Value Kendall Spearman 

0.9 27 26 
0.8 25 31 
0.7 30 33 
0.6 21 19 
0.5 29 36 
0.4 30 28 
0.3 26 32 
0.2 34 39 
0.1 43 35 
0.0 _42 

Total 312 312 

The result of this calculation is a fairly even 

distribution over the range of values. Higher values 

indicate correlation of the error term over time while lower 

values indicate lack of correlation. Further, a review of 

the three scatterplots for each of the 312 firms in the ARS 
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sample indicates no significant correlation between the 

respective variables. Thus, in considering the results of 

the Spearman and Kendall tests together with the 

scatterplots it seems the regression equation for the ARS 

sample of firms provides a reasonable fit. 

10-K Regression Pit 

The Kendall and Spearman non-parametric statistics 

have been calculated for all firms in the 159 10-K sample. 

Table 5.4. provides a summary of the distribution of those 

values for the 159 10-K sample firms. 

Table 5.4. 

10-K 
Kendall and Spearman Statistics 

Value Kendall Spearman 

0.9 10 13 
0.8 13 13 
0.7 12 11 
0.6 9 12 
0.5 14 9 
0.4 12 19 
0.3 18 24 
0.2 22 15 
0.1 17 11 
0.0 _22 32 

Total 159 159 

The result of this calculation is a fairly even 

distribution over the range of values, with a slightly 

greater occurrence of lower values. This distribution tends 

to show less of a correlation than did the ARS distribution 
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of Kendall and Spearman values. A review of the three 

scatterplots for each of the 159 firms in the 10-K sample 

indicates no correlation between the respective variables. 

Thus, in considering the results of the Spearman and Kendall 

tests together with the scatterplots it seems the regression 

equation for the 10-K sample of firms is acceptable as a 

reasonable fit. 

Since both the ARS and 10-K regressions are 

acceptable as reasonable fits the experiment continues. The 

next two sections deal respectively with the procedure for 

the Quandt log-likelihood test and the Chow test. 

Quandt Loa-Likelihood Ratio 

The Quandt log-likelihood ratio has been employed to 

identify the most likely week of the FP the regression 

parameters developed in the previous section are to change. 

This ratio has been calculated for both the ARS and 10-K 

sample firms. The results of this calculation are 

summarized below. 

ARS 

The Quandt log-likelihood ratio has been calculated 

for each of the 312 firms in the ARS sample. The most 

likely week for a regression parameter change has been^ 

identified for each firm in the sample. A summary, by FP 

week, of the most likely time for a regression parameter 

change is identified in Table 5.5. 
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Table 5.5. seems to be fairly distributed over weeks 

7 to 92. That isf there does not seem to be any evidence of 

concentration of likely parameter change in any one week or 

weeks. 

Table 5.5. 

ARS Sample 
Quandt Log-Likelihood Ratio 

Most Likely Week for Parameter Change 

# # # # 
Wk. Firms Wk. Firms Wk. Firms Wk. Firms 

1. 0 26. 2 51. 3 76. 4 
2. 0 27. 0 52. 1 77. 3 
3. 0 28. 2 53. 6 78. 5 
4. 0 29. 3 54. 2 79. 5 
5. 0 30. 3 55. 6 80. 4 
6. 0 31. 3 56. 4 81. 2 
7. 7 32. 4 57. 3 82. 3 
8. 11 33. 1 58. 1 83. 2 
9. 3 34. 5 59. 3 84. 5 

10. 4 35. 4 60. 2 85. 5 
11. 2 36. 3 61. 2 86. 2 
12. 4 37. 7 62. 1 87. 2 
13. 3 38. 5 63. 1 88 5 
14. 4 39. 1 64. 3 89. 6 
15. 3 40. 6 65. 4 90. 5 
16. 4 41. 7 66. 3 91. 10 
17. 4 42. 2 67. 2 92. 14 
18. 3 43. 3 68. 3 93. 0 
19. 7 44. 1 69. 2 94. 0 
20. 2 45. 2 70. 1 95. 0 
21. 1 46. 5 71. 0 96. 0 
22. 6 47. 6 72. 3 97. 0 
23. 3 48. 2 73. 1 98. 0 
24. 4 49. 8 74. 4 99. 0 
25. 3 50. 2 75. 4 

10-K 

The Quandt log-likelihood ratio has been calculated 

for each of the 159 firms in the 10-K sample. The most 
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likely week for a regression parameter change has been 

identified for each firm in the sample. A summary, by FP 

week, of the most likely time for a regression parameter 

change is identified in Table 5.6. 

Table 5.6. 

10-K Sample 
Quandt Log-Likelihood Ratio 

Host Likely Week for Parameter Change 

# # # # 
Wk. F i r m s  iU  ̂ Eixms Wk. Firms Wk. Firms 

1. 0 2 6 .  l  5 1 .  1  7 6 .  •  3  
2 .  0  2 7 .  '  2  5 2 .  0  7 7 .  2  
3 .  0  2 8 .  2  5 3 .  2  7 8 .  2  
4 .  0  2 9 .  2  5 4 .  4  7 9 .  3  
5 .  0  3 0 .  2  5 5 .  0  8 0 .  3  
6 .  0  3 1 .  2  5 6 .  0  8 1 .  1  
7 .  5  3 2 .  1  5 7 .  4  8 2 .  ,  1  
8 .  4  3 3 .  1  5 8 .  2  8 3 .  1  
9 .  1  3 4 .  0  5 9 .  2  8 4 .  2  

1 0 .  4  3 5 .  3  6 0 .  1  8 5 .  2  
1 1 .  3  3 6 .  0  6 1 .  1  8 6 .  0  
1 2 .  2  3 7 .  3  6 2 .  1  8 7 .  0  
1 3 .  2  3 8 .  2  6 3 .  0  8 8  2  
1 4 .  3  3 9 .  3  6 4 .  1 8 9 .  2  
1 5 .  2  4 0 .  4  6 5 .  1  9 0 .  1  
1 6 .  4  4 1 .  2  6 6 .  2  9 1 .  5  
1 7 .  3  4 2 .  2  6 7 .  0  9 2 .  5  
1 8 .  7  4 3 .  2  6 8 .  0  93 o 0  
1 9 .  3  4 4 .  1  6 9 .  1  9 4 .  0  
2 0 .  1  4 5 .  3  7 0 .  1 9 5 .  0  
2 1 .  0  4 6 .  4  7 1 .  2  9 6 .  0  
2 2 .  2  4 7 .  1  7 2 .  0  9 7 .  0  
2 3 .  1 4 8 .  0  7 3 .  2  9 8 .  0  
2 4 .  1 4 9 .  2  7 4 .  0  9 9 .  0  
2 5 .  0  5 0 .  1 7 5 .  2  

Table 5.6. seems to be fairly distributed over weeks 

7 to 92. That isf there does not seem to be any evidence of 

concentration of likely parameter change in any one week or 
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weeks. The next section employs the Chow test to determine 

which of the regression parameters in fact changed before 

the Quandt week as compared to after the Quandt week. 

The Chow Test 

The objective of the Chow test is to statistically 

test whether the regression parameters derived from weeks 

prior to the Quandt week belong to the same regression as 

the regressior) parameters derived from weeks subsequent to 

the Quandt week. Specificallyf the Chow test hypotheses 

are: 

Hq: Both sets of parameters belong to the same 
regression model 

Ha: The two sets of parameters are not derived from 
the same regression model 

The Chow statistic, as discussed in Chapter 4, is 

distributed as F(pr n+m-2p). In this case the degrees of 

freedom are 2 and 99-4, or 95; this yields a critical P 

value F(.95; 2f 95) of 3.0967. Chow statistic values 

falling below 3.0967 motivate acceptance of the null 

hypothesis, while values higher than 3.0967 motivate 

rejection of the null hypothesis in favor of acceptance of 

the alternative hypothesis. A review of the implications of 

the Chow test for the ARS and 10-K samples is discussed 

next. 
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ARS Chow Test 

The Chow test has been applied to all 312 ARS sample 

firms. In 227 cases, the null hypothesis has been accepted. 

In the other 85 casesr the null hypothesis has been rejected 

in favor of the alternative hypothesis.6 The conclusion of 

the Chow test is that for those 227 firms accepting the null 

hypothesis their regression parameters are viewed as 

stationary (stable) over the FP. On the other hand, for 

those 85 firms rejecting the null hypothesis their 

regression parameters are viewed as non-stationary 

(unstable) over the FP. The distribution of the Quandt week 

over the FP for the non-stationary firms is presented in 

Table 5.7. below. 

10-K Chow Test 

Similarly, the Chow test has been applied to all 159 

10-K sample firms. In 112 cases, the null hypothesis has 

been accepted.7 In the other 47 cases, the null hypothesis 

has been rejected in favor of the alternative hypothesis. 

The conclusion of the Chow test is that for those 112 firms 

accepting the null hypothesis their regression parameters 

6. Non-Stationary and Stationary ARS firms are 
identified in Appendix D. 

7. Non-Stationary and Stationary 10-K firms are 
identified in Appendix E. 
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are viewed as stationary (stable) over the PP. On the other 

hand, for those 47 firms rejecting the null hypothesis their 

Table 5.7. 

ARS Sample 
Chow Test 

Regression Parameter Change 

# # # # 
EKm. E i r n s  Wk. Firms Wk. Firms WiM. Firms 

1. 0  2 6 .  1  5 1 .  1  7 6 .  0  
2 .  0  2 7 .  0  5 2 .  0  7 7 .  0  
3 .  0  2 8 .  1  5 3 .  0  7 8 .  1  
4 .  0  2 9 .  0  5 4 .  1  7 9 .  3  
5 .  0  3 0 .  1  5 5 .  0  8 0 .  2  
6 .  0  3 1 .  1  5 6 .  1  8 1 .  1  
7 .  5  3 2 .  1  5 7 .  1  8 2 .  0  
8 .  5  3 3 .  0  5 8 .  0  8 3 .  1  
9 .  2  3 4 .  0  5 9 .  1  8 4 .  0  

1 0 .  1  3 5 .  1  6 0 .  0  8 5 .  1  
1 1 .  1  3 6 .  2  6 1 .  2  8 6 .  0  
1 2 .  3  3 7 .  2  6 2 .  0  8 7 .  0  
1 3 .  0  3 8 .  1  6 3 .  0  8 8  1  
1 4 .  3  3 9 .  1  6 4 .  0  8 9 .  1  
1 5 .  1  4 0 .  0  6 5 .  1  9 0 .  2  
1 6 .  2  4 1 .  1  6 6 .  1  9 1 .  3  
1 7 .  1  4 2 .  0  6 7 .  1  9 2 .  3  
1 8 .  1  4 3 .  2  6 8 .  1  9 3 .  0  
1 9 .  1  4 4 .  0  6 9 .  0  9 4 .  0  
2 0 .  0  4 5 .  0  7 0 .  0  9 5 .  0  
2 1 .  1  4 6 .  0  7 1 .  0  9 6 .  0  
2 2 .  2  4 7 .  2  7 2 .  2  9 7 .  0  
2 3 .  1  4 8 .  0  7 3 .  0  9 8 .  0  
2 4 .  1  4 9 .  1  7 4 .  1 9 9 .  0  
2 5 .  1  5 0 .  0  7 5 .  2  

regression parameters are viewed as non-stationary 

(unstable) over the PP. The distribution of the Quandt week 

over the FP for the non-stationary firms is presented in 

Table 5.8. below. 
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Table 5.8. 

10-K Sample 
Chow Test 

Regression Parameter Change 

# # # # 
Wk. Firms iUw F i r m s  Wk. Firms f t l u  Firms 

1 .  0  2 6 .  0  5 1 .  0  7 6 .  2  
2 .  0  2 7 .  0  5 2 .  0  7 7 .  2  
3 .  0  2 8 .  0  5 3 .  0  7 8 .  0  
4 .  0  2 9 .  1  5 4 .  0  7 9 .  1  
5 .  0  3 0 .  0  5 5 .  0  8 0 .  1  
6 .  0  3 1 .  2  5 6 .  0  8 1 .  0  
7 .  3  3 2 .  0  5 7 .  0  8 2 .  0  
8 .  1  3 3 .  0  5 8 .  1  8 3 .  0  
9 .  1  3 4 .  0  5 9 .  0  8 4 .  1  

1 0 .  3  3 5 .  1  6 0 .  0  8 5 .  1  
1 1 .  2  3 6 .  0  6 1 .  0  8 6 .  0  
1 2 .  0  3 7 .  1  6 2 .  0  8 7 .  0  
1 3 .  0  3 8 .  1  6 3 .  0  8 8  0  
1 4 .  1  3 9 .  2  6 4 .  1  8 9 .  2  
1 5 .  1  4 0 .  1  6 5 .  0  9 0 .  0  
1 6 .  1  4 1 .  0  6 6 .  0  9 1 .  1  
1 7 .  1  4 2 .  0  6 7 .  0  9 2 .  2  
1 8 .  4  4 3 .  0  6 8 .  0  9 3 .  0  
1 9 .  1  4 4 .  0  6 9 .  0  9 4 .  0  
2 0 .  1  4 5 .  0  7 0 .  0  9 5 .  0  
2 1 .  0  4 6 .  0  7 1 .  0  9 6 .  0  
2 2 .  2  4 7 .  0  7 2 .  0  9 7 .  0  
2 3 .  0  4 8 .  0  7 3 .  0  9 8 .  0  
2 4 .  0  4 9 .  0  7 4 .  0  9 9 .  0  
2 5 .  0  5 0 .  0  7 5 .  1  

The ARS sample may now be classified as stationary 

versus non-stationary. The stationary sample contains 227 

observations, while the non-sta\ionary sample contains 85 

observations. Likewise, the 10-K sample may be classified 

as stationary versus non-stationary. The 10-K stationary 

sample contains 112 observations, while the 10-K non-

stationary sample contains 85 observations. The next 
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section discusses generating unexpected returns for the 

various sample groups. 

Generating Unexpected Returns 

This phase of the study is the last prior to the 

analyses of the experiment results. Specifically, the task 

is to form unexpected returns consistent with Equation 4.2. 

Mechanically, it is necessary to employ the ai and fc>i from 

Equation 4.1., and the ££ post value of the weekly average 

of the Standard & PQQC 5QQ £ampQSite Index in order to 

calculate the unexpected returns (u^t). A continuation of 

the FORTRAN program described in Chapter 4 is to calculate 

51 (one for each week in the SP) unexpected returns for each 

firm in each of the ARS and 10-K samples. Thus, a total of 

24,021 (51 X 471) unexpected returns have been calculated. 

A distribution of these unexpected returns over the various 

sample groups appears in Table 5.9. below. 

The analyses of the unexpected returns is discussed 

in Chapter 6. The last section of this chapter is the 

summary. 

Summary 

The goal of this chapter has been to describe the 

procedures involved in generating the necessary data for the 

Beta shift technique and the unexpected return methodology. 

The procedures have included gathering data, applying sample 
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selection criteria, forming weekly returns, forming and 

fitting regression equations, calculating the Quandt log-

likelihood ratio values, performing the Chow test, and 

generating unexpected returns. 

Table 5.9. 

Number of Unexpected Returns 
by Sample Group 

Stationary 

Non-Stationary 

Total 

The data gathering process has included soliciting 

1524 NYSE firms for their ARS mailing dates for ARS reports 

for fiscal years ending in 1975, 1976 and 1977. A total of 

1063 responding questionnaires had been received by December 

31, 1978. Further, the data gathering process has included 

researching the date the SEC has received the 10-K report 

for the same 1524 NYSE firms, for the same report periods. 

Initially, a total population of 4,572 (3 X 1524) firm dates 

had been available for the study. However, application of 

SSC has reduced the number of firms contained in the 

respective ARS and 10-K samples. 

ARS SSC include insuring availability of mailing 

dates, insuring that no other news announcements 

MS 

11,577 

4 r 335 

15,912 

10-K 

5,712 

2r397 

8,109 

Total 

17,289 

6,732 

24,021 



138 

(information events) confound the effect of the release of 

the ARS, and insuring that sufficent daily return data are 

available on the University of Arizona copy of the CRSP 

tape. Application of the ARS SSC has resulted in a total 

reduction in the ARS sample from 4,572 sample firm mailing 

dates to 312 sample firm mailing dates. 

10-K SSC include insuring availability of receipt 

dates, insuring that the ARS had been released long enough 

to have its information value already impounded in security 

prices prior to the release of the 10-K, insuring that no 

other significant news announcements confound the effects of 

the release of the 10-K, insuring that the effects of 10-K 

processing queues for 12/31 filing firms do not confuse the 

effects of other filed 10-Ks, and that sufficient daily 

return data are available on the University of Arizona copy 

of the CRSP tape. Application of these 10-K SSC have 

reduced the 10-K sample from a population of 4,572 firms to 

a 10-K sample of 159 firm receipt dates. 

Weekly returns for the R^t variable had to be derived 

from the daily returns available on the CRSP tape. The 

weekly returns represent the geometric average of the daily 

returns. Further, the Standard & Poor 500 Composite Index 

had been selected as the surrogate for the Rmt variable. 

The weekly market index is the geometric average of the 

daily indices. 
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Next/ regression equations had been formed and 

fitted. Generally, the equations had been based on 96 to 99 

observations. The goodness of fit of these equations had 

been reviewed. The procedure for examining goodness of fit 

had included both the Kendall and Spearman non-parametric 

correlation tests, and review of several scatterplots for 

the purpose of identifying other than random relationships. 

In general, the determination had been made that the 

regression equations seemed to be appropriate. 

The Quandt log-likelihood ratio had been employed in 

order to identify the most likely of the FP weeks the 

regression parameters would have changed. This calculation 

had been accomplished for all the 312 ARS sample firms and 

all the 159 10-K sample firms. No discernable concentration 

of Quandt weeks exist in either the ARS or the 10-K sample. 

The Chow test has been employed to determine if the 

regression parameters derived from PP weeks prior to the 

Quandt week and the regression parameters derived from PP 

weeks subsequent to the Quandt week have come from the same 

regression model. This test has been performed on all 312 

ARS sample firms and all 159 10-K sample firms. The results 

indicate that 85 of the 312 ARS sample firms have unstable 

regression parameters. Similarly, the results indicate 47 

of the 159 10-K sample firms have unstable regression 

parameters. Stationary and Non-Stationary sub-sample groups 
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have been formed on the basis of this test for both the ARS 

and 10-K samples. 

Finally, unexpected returns have been calculated, 

consistent with Equation 4.2., for each of the firms in the 

ARS Stationary, ARS Non-Stationary, 10-K Stationary, and 10-

K Non-Stationary sample groups. The unexpected returns have 

been generated for each week in the SP for these firms.; 

Thus, a total of 24,021 unexpected returns have been formed. 

The analyses of the data generated in this chapter 

are presented in Chapter 6. Specifically, the implications 

of those firms having unstable parameters and the 

implications of the unexpected returns are reviewed. 



CHAPTER 6 

ANALYSIS OF RESULTS 

This chapter contains the analysis of the data 

generated in Chapter 5. It is divided into three major 

sections. The first major section describes the analysis of 

the ARS data. The second major section describes the 

analysis of the 10-K data. The final major section 

summarizes this chapter. The subsections for the ARS and 

10-K sections are similar. These subsections include the 

analysis related to the Beta-shift technique and the 

analysis related to the unexpected return methodology. 

Further, the implications of the results of this study for 

the incremental data contained in the ARS and the 10-K are 

discussed below. 

ARS Analysis 

The analysis for the ARS data generated in Chapter 5 

includes the Beta-shift technique and the unexpected return 

methodology. The Beta-shift technique includes analysis of 

the frequency distribution of parameter shifts, and the 

concentration of Beta-shifts in three-week moving periods. 

The unexpected return analysis includes the ranking of 

unexpected returns and the binomial sign test. 

141 
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The Beta-Shift Technique 

The goal of the Beta-shift technique is to reveal 

unusual frequency distributions of Beta-shifts, if any, over 

the SP. Specifically; Table 6.1., presented below, 

identifies the frequency distribution of Beta-shifts over 

the 51 weeks in the SP. 

A total of 35 Beta-shifts have occured during the SP. 

Note that no Beta-shifts have occured during the IW, week 

50. Only 1 Beta-shift has occured in the CW, week 49. 

Further, no Beta-shifts have occured in the week immediately 

following the IW, week 51. Moreover, no definite pattern of 

Beta-shifts over the 51 weeks of the SP is apparent. This 

phase of the Beta-shift analysis does not support any 

hypothesis that the incremental data contained in the ARS 

has implications for investors' assessments of firms' 

systematic riskiness. 

The other phase of the Beta-shift analysis involves 

an examination of the number of Beta-shifts occurring in the 

three-week moving periods surrounding the IW. Specifically, 

the expected number of Beta-shifts that ought to occur in 

any one three-week period is 2 (35/51 X 3). In referencing 

Table 6.1., it is observed that only 1 Beta-shift has 

occurred in weeks 48-50, 2 Beta-shifts have occurred in 

weeks 49-51, and only one Beta-shift has occurred in weeks 

50-52. The frequency of Beta-shifts occurring in the 
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Table 6.1. 

ARS Beta-Shift 
Frequency Distribution 
Over the Study Period 

# of # of # of 
wk. S h i f t s  Wk. S h i f t s  Wl*. . Shifts 

2 5 .  1  4 2 .  0  5 9 .  1  
2 6 .  1  4 3 .  2  6 0  0  
2 7 .  0  4 4 .  0  6 1  2  
2 8 .  1  4 5 .  0  6 2 .  0  
2 9 .  0  4 6 .  0  6 3 .  0  
3 0 .  1  4 7 .  2  6 4 .  0  
3 1 .  1  4 8 .  0  6 5 .  1  
3 2 .  1  4 9 .  1  6 6 .  1  
3 3 .  0  5 0 .  0  6 7 .  1  
3 4 .  0  5 1 .  1  6 8 .  1  
3 5 .  1  5 2 .  0  6 9 .  0  
3 6 .  2  5 3 .  0  7 0 .  0  
3 7 .  2  5 4 .  1  7 1 .  0  
3 8 .  1  5 5 .  0  7 2 .  2  
3 9 .  1  5 6 .  1  7 3 .  0  
4 0 .  0  5 7 .  1  7 4 .  1  
4 1 .  1  5 8 .  0  7 5 .  2  

three-week moving periods surrounding the IW does not merit 

a conclusion that the incremental data contained in the ARS 

influences investors' assessments of firms sytematic risk 

components. Thus, neither of the Beta-shift procedures 

result in support of the ARS containing any incremental 

information content at the aggregate level. 

Unexpected Return Analysis 

The unexpected return analysis includes both the 

stationary and non-stationary groups as defined in Chapter 

5. Specifically, the analysis includes an examination of 

the ranking of the absolute values of the unexpected returns 

for all weeks in the SP and a binomial sign test that 
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compares the absolute value of the IW unexpected return with 

the unexpected returns of the several weeks in the NRP. The 

first procedure involves ordinal analysis of the mean 

(across firms) absolute values of the unexpected returns for 

each of the 51 weeks in the SP.. This analysis includes 6oth 

the stationary and non-stationary groups. The ranking of 

the mean absolute values of unexpected returns over the SP 

for the stationary group is presented in Table 6.2. The 

sample size for this group is 227 firms. The ranking of the 

mean absolute values of unexpected returns over the SP for 

the non-stationary group is presented in Table 6.3. The 

sample size for this group is 85. Finally, the ranking of 

the mean absolute values of unexpected returns over the SP 

for the total (both the stationary and non-stationary) group 

is presented in Table 6.4. The sample size for this group 

is 312. 

The stationary group is the set of 227 ARS sample 

firms whose parameters are stable over the FP. Therefore, 

the value of the unexpected returns is calculated without 

any unstable parameter bias. In the case of the stationary 

group, the rank of the IW (week 50) is very low, number 48. 

In fact, none of the 15 highest ranked weeks are contiguous 

to the IW. Such a low ranking of the IW and weeks near the 

IW does not support the hypothesis that the incremental data 

contained in the ARS influences investors' assessments of 

firms' return distributions. 
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Table 6.2. 

ARS 
Ranking of Mean Absolute 

Values of Unexpected Returns 

Rank Week Rank Week 
* # 1 "it 1 # # luitl 

1. 33 .0395 26. 37 .0303 
2. 42 .0373 27. 48 .0301 
3. 46 .0365 28. 25 .0301 
4. 35 .0360 29. 68 .0296 
5. 43 .0353 30. 51 .0295 
6. 47 .0348 31. 26 .0283 
7. 45 .0348 32. 72 .0282 
8. 30 .0342 33. 74 .0281 
9. 31 .0338 34. 58 .0277 

10. 34 .0331 35. 56 .0275 
11. 41 .0329 36. 53 .0275 
12. 28 .0327 37. 71 .0269 
13. 40 .0326 38. 70 .0269 
14. 27 .0324 39. 63 .0269 
15. 32 .0322 40. 57 .0268 
16. 39 .0318 41. 52 .0265 
17. 54 .0316 42. 61 .0262 
18. 29 .0315 43. 73 .0256 
19. 67 .0312 44. 60 .0252 
20. 36 .0312 45. 75 .0251 
21. 44 .0308 46. 64 .0251 
22. 65 .0305 47. 69 .0250 
23. 49 .0305 48. 50 .0250 
24. 55 .0304 49. 66 .0243 
25. 38 .0304 50. 59 .0239 

51. 62 .0234 

The ranking of the IW in Table 6.3. is somewhat 

better than the IW ranking in Table 6.2. The IW is ranked 

number 21 in Table 6.3. However, the unexpected returns 

that are involved in formulating this table are derived from 

regression equations possessing unstable parameters. 

Nonetheless, the IW and the weeks near the IW do not rank 

high enough to provide significant evidence that the 
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incremental data contained in the ARS motivates investors to 

reassess firms' return distributions. 

Table 6.3. 

ARS 
Ranking of Mean Absolute 

Values of Unexpected Returns 
Non-Stationary group 

Rank Week Rank Week 
# # |uiti # # 1 uit I 

1. 25 .0355 26. 31 .0287 
2. 32 .0351 27. 57 .0286 
3. 26 .0338 28. 63 .0285 
4. 39 .0334 29. 37 .0284 
5. 48 .0330 30. 64 .0281 
6. 43 .0330 31. 69 .0280 
7. 42 .0330 32. 36 .0279 
8. 29 .0326 33. 30 .0278 
9. 54 .0325 34. 60 .0276 

10. 41 .0325 35. 58 .0276 
11. 28 .0324 36. 27 .0272 
12. 46 .0319 37. 59 .0271 
13. 47 .0318 38. 38 .0268 
14. 44 .0314 39. 67 .0266 
15. 51 .0312 40. 65 .0264 
16. 34 .0309 41. 35 .0263 
17. 73 .0306 42. 66 .0259 
18. 45 .0305 43. 75 .0258 
19. 62 .0304 44. 71 .0254 
20. 53 .0301 45. 49 .0254 
21. 50 .0300 46. 56 .0253 
22. 40 .0299 47. 68 .0250 
23. 70 .0295 48. 52 .0239 
24. 33 .0295 49. 61 .0237 
25. 55 .0294 50i 72 .0226 

51. 74 .0225 

Table 6.4. reflects the total group of 312 ARS sample 

firms. This table merely reflects the weighted average of 

Tables 6.2. and 6.3. The implications of the ranking of the 
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IW, therefore, are similar and require no further 

discussion. 

Table 6.4. 

ARS 
Ranking of Mean Absolute 

Values of Unexpected Returns 
Total Group 

Rank Week Rank Week 
# # luitl # # 1 uit > 

1. 33 .0368 26. 37 .0298 
2. 41 .0362 27. 26 .0298 
3. 46 .0352 28. 65 .0294 
4. 43 .0347 29. 38 .0294 
5. 47 .0340 30. 49 .0291 
6. 45 .0336 31. 68 .0283 
7. 35 .0334 32. 53 .0282 
8. 32 .0330 33. 70 .0276 
9. 41 .0328 34. 58 .0276 
10. 28 .0326 35. 63 .0274 
11. 34 .0325 36. 57 .0273 
12. 30 .0325 37. 73 .0270 
13. 31 .0324 38. 56 .0270 
14. 39 .0322 39. 72 .0267 
15. 54 .0319 40. 74 .0266 
16. 40 .0318 41. 71 .0265 
17. 29 .0318 42. 50 .0263 
18. 25 .0315 43. 64 .0259 
19. 44 .0310 44. 60 .0258 
20. 27 .0310 45. 69 .0258 
21. 48 .0309 46. 52 .0258 
22. 36 .0203 47. 61 .0255 
23. 55 .0301 48. 75 .0253 
24. 51 .0300 49. 62 .0253 
25. 67 .0299 50. 59 .0248 

51. 66 .0247 

Analysis has also been reviewed on a firm by firm 

basis. For the 312 firms in the total group the ranking of 

the IW had a median occurrence at rank 23. For the 227 

firms in the stationary group the ranking of the IW had a 

median occurrence at rank 30. Finally, for the 85 firms in 
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the non-stationary group the ranking of the IW had a median 

occurrence at rank 26. This analysis fails to support any 

contention that the ARS possesses incremental information 

content. 

The second procedure for analyzing the unexpected 

returns generated in Chapter 5 is the binomial sign test. 

The objective of this test is to reveal the number of 

positive and negative signs occurring over the number of 

firms in the sample resulting from computing the value of 

the absolute value of the IW unexpected return less the mean 

(across weeks) absolute value of all weeks in the NRP. The 

results of the binomial sign test are presented in Table 

6.5. below. 

Table 6.5. 

ARS 
Binomial Sign Test 

+ 
Differences Differences 

Stationary Group 78 149 

Non-Stationary Group 36 49 

Total Group 114 198 

Table 6.5. indicates that for neither of the sample 

groups are the positive differences occurring at least 

fifty per cent of the time. That is, the mean of the 

absolute values of the unexpected returns for weeks in the 

NRP is, on the average, greater than the absolute value of 
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the unexpected return for the IW. The results of the 

binomial sign test for the ARS samples do not support the 

contention that the incremental data contained in the ARS 

influences investors' assessments of firms' return 

distributions. In summary, none of the unexpected return 

analysis supports a hypothesis that the ARS possesses 

incremental information content at the aggregate level. 

Finally, since none of the ordinal tests provide 

evidence that the ARS possesses incremental information 

content there is no rationale for conducting the statistical 

test described in Chapter 5. Recall that for ordinal 

analysis purposes, the ARS sample is to have been viewed as 

a population in its own right. Viewing the sample as having 

come from some unknown population is a subset of a view of 

the sample being a population in its own right. Thus, there 

is no rationale for extending the analysis to a more 

rigorous level if the more general level has no positive 

consequence. The analysis of the 10-K is discussed in the 

next section of this chapter. 

1Q-K ftnaly sis 

The analysis for the 10-K data generated in Chapter 5 

include the Beta-shift technique and the unexpected return 

methodology. The Beta-shift technique includes analysis of 

the frequency distribution of parameter shifts, and the 

concentration of Beta-shifts in three-week moving periods. 
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The unexpected return analysis includes the ranking of 

unexpected returns and the binomial sign test. 

The Beta-Shift Technique 

The goal of the Beta-shift technique is to reveal 

unusual frequency distributions of Beta-shifts, if any, over 

the SP. Specifically, Table 6.6., presented below, 

identifies the frequency distribution of Beta-shifts over 

the 51 weeks in the SP. 

A total of 12 Beta-shifts have occured during the SP. 

Note that no Beta-shifts have occured during the IW, week 

50. Further, no Beta-shifts have occured in the CW, week 

49, nor have any Beta-shifts occured in the week immediately 

following the IW, week 51. Moreover, no definite pattern of 

Beta-shifts over the 51 weeks of the SP is apparent. This 

phase of the Beta-shift analysis does not support any 

hypothesis that the incremental data contained in the 10-K 

has implications for investors' assessments of firms' 

systematic riskiness. 

The other phase of the Beta-shift analysis involves 

an examination of the number of Beta-shifts occuring in the 

three week moving periods surrounding the IW. Specifically, 

the expected number of Beta-shifts that ought to occur in 

any one three week period is less than 1 (12/51 X 3). In 

referencing Table 6.6., it is observed that no Beta-shifts 

have occurred in weeks 48-50, weeks 49-51, nor weeks 50-52. 
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The frequency of Beta-shifts occurring in the three-week 

moving periods surrounding the IW does not merit a 

conclusion that the incremental data contained in the 10-K 

influences investors' assessments of firms' systematic 

riskiness. Thus, neither of the Beta-shift procedures 

result in support of the 10-K containing incremental 

information content at the aggregate level. 

# of 

Table 6.6. 

10-K Beta-Shift 
Frequency Distribution 
Over the Study Period 

# of # of 
Wk. S h i f t s  Mil*. Shifts Wk. Shifts 

2 5 .  0  4 2 .  0  5 9 .  0  
2 6 .  0  4 3 .  0  6 0  0  
2 7 .  0  4 4 .  0  6 1  0  
2 8 .  0  4 5 .  0  6 2 .  0  
2 9 .  1  4 6 .  0  6 3 .  0  
3 0 .  0  4 7 .  0  6 4 .  1  
3 1 .  2  4 8 .  0  6 5 .  0  
3 2 .  0  4 9 .  0  6 6 .  0  
3 3 .  0  5 0 .  0  6 7 .  0  
3 4 .  0  5 1 .  0  6 8 .  0  
3 5 .  1  5 2 .  0  6 9 .  0  
3 6 .  0  5 3 .  0  7 0 .  0  
3 7 .  1  5 4 .  0  7 1 .  0  
3 8 .  1  5 5 .  0  7 2 .  0  
3 9 .  2  5 6 .  0  7 3 .  0  
4 0 .  1  5 7 .  0  7 4 .  0  
4 1 .  0  5 8 .  1  7 5 .  1  

Unexpected Return Analysis 

The unexpected return analysis includes both the 

stationary and non-stationary groups as defined in Chapter 

5. Specifically, the analysis includes an examination of 
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the ranking of the absolute values of the unexpected returns 

for all weeks in the SP and a binomial sign test that 

compares the absolute value of the IW unexpected return with 

the mean of the absolute values of the unexpected returns of 

the several weeks in the NRP. The first procedure involves 

an ordinal analysis of the mean (across firms) absolute 

values of the unexpected returns for each of the 51 weeks in 

the SP. This analysis includes both the stationary and non-

stationary groups. The ranking of the mean absolute values 

of unexpected returns over the SP for the stationary group 

is presented in Table 6.7. The sample size for this group is 

112 firms. The ranking of the mean absolute values of 

unexpected returns over the SP for the non-stationary group 

is presented in Table 6.8. The sample size for this group 

is 47. Finally, the ranking of the mean absolute values of 

unexpected returns over the SP for the total (both the 

stationary and non-stationary) group is presented in Table 

6.9. The sample size for this group is 159. 

The stationary group is the set of 159 10-K sample 

firms whose parameters are stable over the FP. Therefore, 

the value of the unexpected returns is calculated without 

any unstable parameter bias. In the case of the stationary 

group, the rank of the IW is average, number 29. In fact, 

none of the 15 highest ranked weeks are contiguous to 

the IW. Such a low ranking of the IW and weeks near the IW 

does not support the hypothesis that the incremental data 
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contained in the 10-K influences investors' assessments of 

firms* return distributions. 

Table 6.7. 

10-K 
Ranking of Mean Absolute 

Values of Unexpected Returns 
Stationary Group 

Rank Week Rank Week 
# # 1 Uj^t 1 # # 1 uit 1 

1. 28 .0470 26. 44 .0339 
2. 30 .0429 27. 65 .0334 
3. 29 .04i7 28. 57 .0330 
4. 39 .0406 29. 50 .0327 
5. 38 .0389 30. 56 .0315 
6. 34 .0382 31. 35 .0314 
7. 41 .0376 32. 62 .0310 
8. 31 .0376 33. 66 .0308 
9. 40 .0398 34. 67 .0300 
10. 27 .0378 35. 49 .0300 
11. 26 .0376 36. 60 .0295 
12. 52 .0375 37. 47 .0292 
13. 32 .0367 38. 63 .0289 
14. 25 .0366 39. 71 .0288 
15. 55 .0356 40. 68 .0288 
16. 45 .0355 41. 69 .0287 
17. 42 .0352 42. 64 .0287 
18. 43 .0351 43. 58 .0285 
19. 54 .0350 44. 33 .0283 
20. 37 .0345 45. 73 .0280 
21. 36 .0345 46. 75 .0272 
22. 51 .0344 47. 72 .0269 
23. 46 .0343 48. 59 .0268 
24. 70 .0340 49. 48 .0266 
25. 53 .0340 50. 61 .0255 

51. 74 .0249 

The ranking of the IW in Table 6.8. is somewhat 

worse than the IW ranking in Table 6.7. The IW is ranked 

number 40 in Table 6.8. Recall that the unexpected returns 

involved in formulating this table are derived from 

regression equations possessing unstable parameters. 
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Table 6.8. 

10-K 
Ranking of Mean Absolute 

Values of Unexpected Returns 
Non-Stationarv Group 

Rank Week Rank Week 
# # |uitl # # luit 1 

1. 67 .0456 26. 51 .0339 
2. 39 .0426 27. 69 .0334 
3. 42 .0384 28. 74 .0330 
4. 27 .0384 29. 55 .03 27 
5. 46 .0383 30. 36 .0315 
6. 54 .0371 31. 66 .0314 
7. 30 .0370 32. 52 .0310 
8. 32 .0363 33. 65 .0308 
9. 44 .0357 34. 59 .0300 

10. 48 .0353 35. 49 .0300 
11. 2.8 ,0348 36. 41 .0295 
12. 58 .0345 37. 45 .0292 
13. 35 .0344 38. 26 .0289 
14. 43 .0340 39. 57 .0288 
15. 53 ? .0338 40. . 50 .0288 
16. 56 .0337 41. 31 .0287 
17. 64 .0333 42. 71 .0287 
18. 73 .0331 43. 68 .0285 
19. 72 .0331 44. 25 .0283 
20. 34 .0327 45. 37 .0280 
21. 29 .0326 46. 60 .0272 
22. 33 .0322 47. 70 .0269 
23. 38 .0316 48. 62 .0268 
24. 47 .0314 49. 75 .0266 
25. 40 .0314 50. 63 .0255 

51. 61 .0249 

Conclusively, the IW and the weeks near the IW do not rank 

high enough to provide significant evidence that the 

incremental data contained in the 10-K motivates investors to 

reassess firms' return distributions. 

Table 6.9. reflects the total group of 159 10-K 

sample firms. This table merely reflects the weighted 

average of Tables 6.7. and 6.8. The implications of the 
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ranking of the IW, therefore, are similar and require no 

further discussion. 

Table 6.9. 

10-K 
Ranking of Mean Absolute 

Values of Unexpected Returns 
Total group 

Rank Week Rank Week 
# # luitl # # 1 "it 1 

1. 28 .0434 26. 66 .0324 
2. 39 .0412 27. 35 .0323 
3. 30 .0412 28. 57 .0322 
4. 29 .0390 29. 37 .0322 
5. 27 .0380 30. 71 .0318 
6. 40 ' .0373 31. 58 .0316 
7. 38 .0368 32. 51 .0314 
8. 34 .0366 33. 67 .0307 
9. 32 .0366 34. 59 .0302 
10. 42 .0361 35. 65 .0300 
11. 55 .0357 36. 48 .0299 
12. 47 .0355 37. 63 .0297 
13. 53 .0353 38. 50 .0297 
14. 41 .0351 39. . 74 .0295 
15. 31 .0349 40. 33 .0295 
16. 26 .0349 41. 70 .0293 
17. 43 .0348 42. 49 .0292 
18. 68 .0346 43. 61 .0287 
19. 45 .0345 44. 73 .0286 
20. 56 .0341 45. 72 .0284 
21. 54 .0340 46. 69 .0282 
22. 25 .0337 47. 60 .027 6 
23. 46 .0335 48. 64 .0274 
24. 36 .0334 49. 75 .0266 
25. 52 .0333 50. 76 .0264 

51. 62 .0249 

Analyses have also been reviewed on a firm by firm 

basis. For the 159 firms in the total group the ranking of 

the IW had a median occurrence at rank 26. For the 112 

firms in the stationary group the ranking of the IW also had 

a median occurrence at rank 26. Finally, for the 47 firms 
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in the non-stationary group the ranking of the IW had a 

median occurrence at rank 27. This analysis fails to 

support any contention that the incremental data contained 

in the 10-K possesses incremental information content. 

The second procedure for analyzing the unexpected 

returns generated in Chapter 5 is the binomial sign test. 

The objective of this test is to reveal the number of 

positive and negative signs occurring over the number of 

firms in the sample resulting from computing the value of 

the absolute value of the IW unexpected return less the mean 

(across weeks) absolute value of all weeks in the NRP. The 

results of the binomial sign test are presented in Table 

6.10. below. 

Table 6.10. 

10-K 
Binomial Sign Test 

+ — 
Differences Differences 

Stationary Group 44 68 

Non-Stationary Group 13 34 

Total Group 57 102 

Table 6.10. indicates that the positive differences 

fail to occur at least fifty per cent of the time for either 

group. That is, the mean of the absolute values of the 

unexpected returns for weeks in the NRP is, on the average 

greater than the absolute value of the unexpected return for 
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the IW. The results of the binomial sign test for the 10-K 

samples do not support the contention that the incremental 

data contained in the 10-K does not influence investors' 

assessments of firms' return distributions. In summary, 

neither the analysis of Beta-shifts, nor the unexepected 

return analysis supports the hypothesis that the 10-K 

possesses incremental information content. 

Finally, since none of the ordinal tests provide 

evidence that the 10-K possesses incremental information 

content there is no rationale for conducting the statistical 

test described in Chapter 5. Recall that for ordinal 

analysis purposes, the 10-K sample is to have been viewed as 

a population in its own right. Viewing the sample as having 

come from some unknown population is a subset of the view of 

the sample being a population in its own right. Thus, there 

is no rationale for extending the analysis to a more 

rigorous level if the more general level has no positive 

consequence. The summary of this chapter is the next and 

last section of this chapter. 

Summary 

The purpose of this chapter is to provide an analysis 

of the various data generated in Chapter 5. Specifically, 

the analysis includes both the Beta-shift and unexpected 

return analysis for each of the ARS and the 10-K reports. 
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The analysis begins with the ARS. Two Beta-shift 

procedures have been conducted. The first procedure has 

revealed that the number of Beta-shifts are more or less 

evenly distributed over the SP. Further, the second 

procedure has revealed that no abnormal concentration of 

Beta-shifts has occurred in any of the three-week moving 

periods surrounding the IW. Neither of these procedures 

provides evidence that the ARS influences investors' 

assessments of firms' systematic riskiness. 

The second ARS procedure involves several analyses of 

firms' unexpected returns. Specifically, these analyses 

include ordinal rankings of unexpected returns and a 

binomial sign test. The original sample of 312 firms has 

been termed the Total Group with subset groups including the 

Stationary Group (227 firms) and the Non-Stationary Group 

(85 firms). The subset groups are distinguished on the 

basis of stable regression parameters. Neither of the 

groups had sufficiently high IW rankings to motivate a 

conclusion that the ARS influences investors' assessments of 

firms' return distributions. Further, the median occurrence 

of IW rankings within firms have not supported a different 

conclusion than described above. These findings have led to 

the conclusion that the ARS does not possess incremental 

information content at the aggregate level. Since these 

analyses do not result in a positive finding for incremental 
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information content it has been concluded that futher 

statistical analysis is not warranted. 

The 10-K analyses have not been unlike the ARS 

analyses. Specifically, neither the Beta-shift procedures 

nor the ordinal analysis of unexpected returns has resulted 

in a conclusion that the 10-K possesses incremental 

information content. Further, this conclusion preempts the 

need for further statistical analysis. 

The implications of these findings are to be reviewed 

in Chapter 7. Specifically, the implications of these 

findings are to be reviewed in light of the accounting 

policy-makers' responsibility for the content of the ARS and 

the 10-K. Further, the implications of the findings for the 

usefulness controversy are to be reviewed. 



CHAPTER 7 

CONCLUSION 

The goal of this chapter is to summarize the content 

of the dissertation, review the implications of the study 

and to provide suggestions for future research. 

Specifically, this chapter is comprised of four sections. 

The first section reviews the first three chapters of the 

dissertation including the objective of the study, the 

importance of the study, and the theoretical base for the 

methodology employed in the study. The second section 

summarizes the empirical aspects of the study and the 

analyses of the results of the investigation. The third 

section of this chapter identifies the implications that the 

findings of this study have for accounting policy-makers and 

for the usefulness of the ARS and 10-K. Finally, the last 

section of this chapter identifies topics for future 

research stimulated by this study. 

Background of the Dissertation 

The first chapter of the dissertation identifies the 

role of security price studies in the identification of the 

economic consequences of accounting data, the importance of 

this specific study, and the limitations imposed by 

constraining the scope of the study. Several security price 

160 
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studies are identified in Chapter 1. These specific studies 

have investigated the information content of annual earnings 

announcements, quarterly earnings announcements, and the 

incremental information content of the 10-K. In each of 

these studies it has been found that accounting-related data 

have influenced investors' assessments of firms' return 

distributions. 

Two contributions of the dissertation have been cited 

in Chapter 1. The first contribution deals with the results 

of the study aiding accounting policy-makers in evaluating 

their prior expectations concerning the wealth effects of 

the incremental data set contained in the ARS and the 10-K. 

It had been concluded in Chapter 1 that accounting policy

makers represent the societal welfare function for 

accounting data. They maintain this special role since they 

are vested with the legal power and responsibility for 

accounting regulation and disclosure. This role is even 

more accentuated since the formation of accounting and 

disclosure regulations on the basis of optimizing social 

welfare (which requires satisfying basic axioms in forming a 

collective choice rule) is not generally possible. The 

implications of the study for policy-makers' expectations 

are reviewed below. 

The usefulness of the ARS and 10-K centers around the 

issue of whether these reports are actually useful to 

investors for investment decision-making. The stage for 
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this discussion has been set in Chapter 1/ and more 

thoroughly developed in Chapter 2. Chapter 2 identifies 

the development of the usefulness criterion and attendant 

qualitative characteristics. Statements have been cited by 

the AAA, and AICPAr the FASB, and the SEC that support the 

usefulness criterion. Generally, the usefulness criterion 

refers to the objective that accounting information ought to 

be useful for economic decision-making. References to 

qualitative characteristics by the authoritative bodies 

referenced above seem to be consistant. For the most part, 

relevance and reliability seem to be of most importance. 

Chapter 2 also provides references to prior studies 

that have investigated the usefulness of the ARS and 10-K. 

These prior studies take the form of laboratory experiments, 

survey experiments, analytical experiments, and in the case 

of the 10-K, a prior security price study. The motivation 

of the objective of this dissertation is the absence of a 

security price study investigating the incremental 

information control (i.e., usefulness) of the ARS and to 

extend the security price study dealing with the 10-K to 

more years, as well as more recent years. The implications 

the results of the study have for the usefulness of the ARS 

and 10-K are discussed in a later section of this chapter. 

Chapter 3 provides the foundation for the rationale 

of the methodology employed in this study. Specifically, 

Chapter 3 includes a discussion of Portfolio Theory, Capital 
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Market Theory, the Capital Asset Pricing Model, and the 

Capital Market Theory implications for accounting. 

The two major contributions of the development of 

Portfolio Theory include the expected return-variance of 

expected return framework, and the formation of efficient 

portfolios. Capital Market Theory provides the basis for 

the theory of asset prices given that investors behave as 

portfolio theory describes. The Capital Asset Pricing Model 

is a deviation of the Security Market Line. Its major 

implication is that the systematic risk component, Beta, is 

the only measure of risk that investors ought to be 

concerned with. The major implication of Capital Market 

Theory lies in the predictibility of Beta and the impact 

accounting information may have for that process. The next 

section reviews the empirical portion of this 

study. 

The Empirical Investigation 

The empirical investigation is dealt with in Chapter 

4, 5, and 6. Chapter 4 describes the methodology to be 

employed in the study. Chapter 5 ̂ describes the actual 

procedures that have been conducted in implementing the 

methodology described in Chapter 4. Finally, Chapter 6 

provides the analysis of the results of the empirical study. 

A more detailed summary of these chapters continues below. 
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Chapter 4 identifies two procedures for 

investigating the incremental information content of the ARS 

and the 10-K. Specifically, the Beta-shift technique and an 

unexpected return methodology have been cited for this task. 

The two procedures have certain commonalities in their 

implementation. These commonalities include the use of the 

Market Model for providing time series data, the data 

gathering process, timeperiod design, sample selection 

criteria, extracting weekly returns from the CRSP tape, and 

regressing the individual return on the market return. 

The Beta-shift technique relies on two statistical 

procedures. The first procedure, the Quandt log-likelihood 

ratio, identifies the most likely week in the foundation 

period for the regression parameters to change. The second 

statistical procedure, the Chow test, tests the hypothesis 

that the observations from the period subsequent to the 

Quandt week come from the same regression model as 

observations from the period preceeding the Quandt week. 

Rejection of the null hypothesis leads to the conclusion 

that a regression parameter shift has occurred, and the 

most likely point of occurrence is the Quandt week. The 

implications of these procedures for the incremental data 

contained in the ARS and 10-K are discussed below. 

The unexpected return methodology involves 

generating unexpected returns for each trading week in the 

study period using the a^ and b^ parameters derived from 
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regressions over the foundation period. Further, each of 

the ARS and 10-K samples are divided into Stationary, Non-

Stationary and Total groups on the basis of the results of 

the parameter shift procedures described above. 

Chapter 4 describes several procedures to be 

employed to evaluate the unexpected returns. The two 

procedures are a function of two views of the study sample. 

The view that the study sample is a population in its own 

right leads to the use of ordinal procedures. The view that 

the study sample is a sample from some unknown population 

leads to the use of statistical procedures. 

The ordinal procedures include ranking of the 

absolute values of the mean (across firms) for weeks in the 

study period and a binomial sign test. The binomial sign 

test involves the comparison of the absolute value of the 

unexpected return for the report period to the mean (across 

weeks) absolute value of the unexpected returns in the non-

report period. The statistical procedure involves a matched 

pairs version of the z-test. Specifically, this procedure 

involves a test of the hypothesis that the difference 

between the mean (across firms) absolute value of the 

unexpected return for the report period and the mean (across 

weeks) of the average (across firms) absolute value for the 

non-report period. 

Chapter 5 identifies the actual procedures used to 

implement the methodology discussed in Chapter 4. 
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Specifically, Chapter 5 includes the data gathering, 

application of sample selection criteria, formation of 

weekly returns, forming and fitting regressions, the Quandt 

log-likelihood, the Chow Test, and generation of unexpected 

return procedures for each of the ARS and 10-K samples. 

The data gathering process for the ARS has required 

the use of a Mailing Date Questionnaire in order to 

determine the public release date of the ARS. A total of 

1524 questionnaires had been mailed, with a total of 1063 

responses returned. The 10-K SEC receipt dates for the 1524 

firms from .the Disclosure. Inc. microfiche file in the 

University of Arizona Library. The maximum number of 

sample firms is 4,572, representing three reporting years 

for the 1524 firms. 

Application of the sample selection criteria has 

reduced the study sample for both the ARS and 10-K samples. 

There are three ARS and five 10-K sample selection criteria. 

Specifically, the application of the ARS sample selection 

criteria has reduced the ARS sample from 4,572 sample firms 

to 31.2 sample firms. Further, the application of the 10-K 

sample selection criteria has reduced the 10-K sample from 

4,572 sample firms to 159 sample firms. 

Weekly returns have been formed for each of the firms 

in each of the ARS and 10-K samples. Moreover, regressions 

have been formed and fitted for the respective study 

samples. 



167 

Applying the Quandt and Chow procedures to both the 

ARS and 10-K samples has resulted in the formation of the 

Stationary, Non-Stationary, and Total groups. Specifically, 

the ARS Quandt and Chow procedures have resulted in 227 

firms in the Stationary group, 85 firms in the Non-

Stationary group, and, of course, 312 firms in the Total 

group. Further, the 10-K Quandt and Chow procedures have 

resulted in 112 firms in the Stationary group, 47 firms in 

the Non-Stationary group, and, of course, 159 firms in the 

Total group. 

A total of 24,021 unexpected returns have been 

generated. A total of 15,912 of these returns are for the 

ARS groups, while 8,109 of these returns are for the 10-K 

group. The summary of the analysis of these returns is 

discussed next. 

Chapter 6 discusses the analysis of the results. The 

analysis includes procedures for the Beta-shift technique 

and the unexpected return methodology for each of the ARS 

and 10-K groups. The first procedure is the Beta-shift 

technique. 

The application of the Quandt and Chow procedures has 

resulted in the identification of 35 Beta-shifts occurring 

in the studyi period for the 312 ARS sample firms. Scrutiny 

of these 35 shifts reveals the lack of concentratin of 

shifts during or near the report period. Since no unusual 

concentration has resulted there is no support that the 
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release of the ARS has influenced investors' assessments of 

firms' systematic risk component. 

The application of the Qusndt and Chow procedures has 

resulted in the identification of 12 Beta-shifts occurring 

in the study period for the .159 10-K sample firms. None of 

these shifts have occurred during or near the report period. 

This result leads to a conclusion that the release of the 

10-K does not influence investors' assessments of firms' 

systematic risk components. A review of the unexpected 

return analyisis is discussed next. 

The ordinal analysis includes ranking the mean 

(across firms) absolute value of the unexpected returns for 

each group in the ARS and 10-K samples. Further, the 

ordinal analysis includes the binomial sign test. This test 

evaluates the frequency of positive and negative differences 

between the absolute value of the unexpected return for the 

report period versus the mean (across weeks) of the absolute 

value of the unexpected returns in the non-report period. 

The rankings for the ARS groups are not supportive of 

a finding of incremental information content. Specifically, 

the report period unexpeted return ranks 4 8th for the 

Stationary group, 21st for the Non-Stationary group, and 

42nd for the Total group. Moreover, the ranking of the 

report period unexpected return, on a firm by firm basis, 

had a median occurrence at rank 23 for the Total group, rank 
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30 for the Stationary group, and rank 26 for the Non-

Stationary group. 

The results of the binomial sign test have been 

consistant with the ranking procedure. That is, in each of 

the >study groups the number of positive differences have 

been less than 50%. Neither the ranking or binomial sign 

test procedural results support the hjypothesis that the 

relase of the ARS influences investors* assessments of 

return distributions. This conclusion eliminates the need 

to perform the statistical procedure. 

The 10-K analysis results,are not dissimilar to the 

ARS analysis results. The rankings for the 10-K groups are 

not supportive of a finding of incremental information 

content. Specifically, the report period unexpected return 

ranks 29th for the Stationary group, 40th for the Non-

Stationary group, and 38th for the Total group. Moreover, 

the ranking of the report period unexpected return, on a 

firm by firm basis, had a median occurrence at rank 26 for 

the Total group, rank 26 for the Stationary group, and rank 

27 for the Non-Stationary group. 

The results of the binomial sign test have been 

consistent with the ranking procedure. That is, in each of 

the study groups the number of positive differences have 

been less than 50%. Neither the ranking or binomial sign 

test procedural results support the hypothesis that the 

release of the 10-K influences investors' assessments of 
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return distributions. This conclusion eliminates the need 

to perform the statistical procedures. The implications of 

these findings are discussed in the next section of this 

chapter. 

Implications of the Results of the Study. 

Chapter 1 cites two important contributions of the 

dissertation. One contribution deals with confirming prior 

beliefs of accounting regulators concerning their 

expectations for the wealth effects of the incremental data 

set contained in the ARS and the 10-K. The other 

contribution deals with the usefulness of the ARS and 10-K. 

The results of the dissertation fail to provide 

evidence of a resetting of equilibrium security prices due 

to the impact of the incremental data set contained in the. 

ARS and 10-K. That is, there is no evidence, from the 

aggregate perspective, that supports the contention that the 

release of the ARS and 10-K have wealth effects. Therefore, 

policy-makers must decide if the state of the world after 

promulgating accounting and disclosure regulation is 

superior to the state of the world before the regulation. 

The usefulness of the ARS and 10-K is not supported 

by the findings in this study. The usefulness criterion 

requires the quality of relevance. The PASB views relevance 

as having predictive or feedback value. None of the results 

of the study support a role for the incremental data 
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contained in the ARS and 10-K in the prediction of the 

systematic risk component, Beta. Moreover, the study 

results have no clear implications for policy-maker 

feedback. Policy-makers must make a value judgment 

concerning their prior beliefs about the incremental data 

contained in the ARS and 10-K. Suggestions for future 

research are discussed in the last section of this chapter. 

Suggestions for Future Research 

Chapter 1 cites specific limitations of this study. 

Two limitations of this study influence suggestions for 

future research. These limitations deal with the timeperiod 

design of the study and the scope of the study. 

The timeperiod design has limited this study to 

reports relating to fiscal years ending in 1975, 1976, and 

1977. Since the disclosure regulation process is not 

static, and changes over time, it is suggested that the 

investigation of the incremental data set contained in the 

ARS and 10-K be extended over future periods. 

The scope of this study has been limited to an 

investigation of the incremental information content of the 

ARS and 10-K at the aggregate level. That is, this study is 

based on changes in security prices. However, the ARS and 

10-K may possess incremental information content which is 

not detectable by a price reaction. Information content may 

also be reflected by a change in the optimal composition of 
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individuals' portfolios reflected by increased trading 

volumes. Therefore, it is suggested that future research 

direct itself to investigating the incremental information 

content of the ARS and 10-K by examining volume reactions. 

Finally, the methodology and procedures utilized in 

this study represent the state of the art at the time of 

conducting the empirical investigation. Therefore, it is 

suggested future investigations of the incremental 

information content of the ARS and 10-K be conducted when 

newer and improved methodologies are developed. 
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APPENDIX A 

THE UNIVERSITY OF ARIZONA 
T U C S 0 N, A R I Z 0 N A 8.5721 

COLLEGE OF BUSINESS AND 
PUBLIC ADMINISTRATION 
DEPAATM~ OP ACCOUNT1HO 

Several colleagues and I are conducting an empirical investigation 
concerning the corporate financial reporting process. The goal of our 
study is to determine whether the corporate annual report to shareholders 
provides information to users (i.e., as evidenced by changes in related 
security prices). In order to conduct our study, ve need to knov the 
dates corporate annual reports for fiscal years ending in 1975, 1976, and 
1977 vere mailed to significant user groups. Since these dates are not 
publicly available, ve must solicit your cooperation in obtaining them. 

Enclosed you vill find a brief form and a postage-paid envelope for 
your use in supplying us vith the needed dates. We vill be most appreciative 
if you vould fill out the form and return it to me at your earliest con
venience. We assure you that the information recorded on this. form vill 
be used for academic research purposes only and vill remain strictly con
fidential. 

enc : Annual Report Mailing
Date Form 

Postage-Paid Envelope 

RMB/lJ 

Sincerely, 

Dr. Russell M. Barefield 
Department Head 
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ANNUAL REPORT 

MAILING-DATE FORM 

Corporate Name: " 

If It Is necessary for us to communicate directly with your transfer agent 
in order to acquire the requested Information, please complete the release state
ment in item #2 below and return this form. We will then communicate directly 
vith your transfer agent concerning the needed dates. Otherwise, please complete 
the mailing date information contained in item #1. 

1) Please Indicate the date of the initial mailing of your company's nnnual 
report to shareholders or analysts for fiscal years ending in: 

197 5 

197 6 

197 7 

2) To the Transfer Agent: 

Transfer Agent Same: 

Transfer Agent Address: 

Gentlemen: 

You are hereby authorized to disclose the initial mailing dates of our 
corporate annual reports for fiscal years ending in 1975, 1976, and 1977 to 
Dr. Russell M. Barefield of the University of Arizona. 

Sincerely, 

Signature: . 

name: 

Title 

Corporation 

In the event the postage-paid envelope is misplaced please mail this form to 

Dr. Russell H. Barefield 
Department Head 
Department of Accounting ' 
University of Arizona 
Tucson, Arizona 85721 
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SOLICITED NYSE FIRMS 

ACP Industries, Inc. 
AMF Incorporated 
AMIC Corporation 
AMP Incorporated 
APL Corporation 
ARA Services, Inc. 
ASA Limited 
A-T-0 Inc. 
Abbott Laboratories 
Acme-Cleveland Corp. 
Adams Drug Co., Inc. 

' Adams Express Co. (The) 
Adams-Mil lis Corp. 
Addressograph-Multigraph Corporation 
Aetna Life & Casualty Company 
Aguirre Company 
Ahmanson (H.F.) & Co. 
Aileen, Inc. 
Air Products & Chemicals 
Airborne Freight Corp. 
Airco, Inc. 
Akzona Incorporated 
Alabama Gas Corp. 
Alaska Interstate Co. 
Albany International Corp. 
Alberto-Culver Company 
Albertson's, Inc. 
Alcan Aluminium Limited 
Alco Standard Corp. 
Alcon Laboratories, Inc. 
Alexander's, Inc. 
Allegheny Ludlum Industries, Inc. 
Allegheny Power System, Incorporated 
Allen Group, Inc. (The) 
Allied Chemical Corp. 
Allied Maintenance Corporation 
Allied Products Corp. 
Allied Stores Corp. 
Allied Supermarkets, Inc. 
Allis-Chalmers Corp. 
Allright Auto Parks, Inc. 
Alpha Portland Industries, Inc. 
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Aluminum Company of America 
Amalgamated Sugar Company (The) 
AMAX Inc. 
Ambac Industries, Inc. 
Amcord, Inc. 
Amerace Corporation 
Amerada Hess Corporation 
American Air Filter Company, Inc. 
American Airlines, Inc. 
American Bakeries Co. 
American Brands, Inc. 
American Broadcasting Companies, Inc. 
American Building Maintenance Industries 
American Can Company 
American Century Mortgage Investors 
American Credit Corp. 
American Cyanamid Co. 
American Distilling Company (The) 
American District Telegraph Company 
American Dualvest Fund 
American Electric Power Company, Inc. 
American Express Co. 
American Finance System Incorporated 
American General Bond Fund, Inc. 
American General Convertible Securities, Inc 
American General Insurance Company 
American Hoist & Derrick Company 
American Home Products Corporation 
American Hospital Supply Corporation 
American Investment Co. 
American Medical International, Inc. 
American Medicorp, Inc. 
American Motors Corp. 
American Natural Resources Company 
American Seating Co. 
American Ship Building Company (The) 
American Standard Inc. 
American Sterilizer Co. 
American Stores Co. 
American Telephone & Telegragh Company 
American Water Works Company, Incorporated 
Ameron, Incorporated 
Ames Department Stores, Inc. 
AMETEK, Inc. 
Amfac, Inc. 
Ampco-Pittsburgh Corp. 
Ampex Corporation 
Amstar Corporation 
Amsted Industries, Inc. 
Amtel, Incorporated 
Anchor Hocking Corp. 



Anderson, Clayton & Company, Incorporated 
Angelica Corporation 
Anixter Bros., Inc. 
Ansul Company (The) 
Apache Corporation 
Apco Oil Corporation 
Apeco Corporation 
Applied Magnetics Corp. 
Applied Digital Data Systems Inc. 
Areata National Corp. 
Archer-Daniels-Midland Company 
Arctic Enterprises, Inc. 
Aristar, Inc. 
Arizona Public Service Company 
Arkansas Best Corp. 
Arkansas Louisiana Gas Company 
Arlen Realty & Development Corp. 
Armada Corporation 
Armco Inc. 
Armstrong Cork Company 
Armstrong Rubber Company, The (Conn.) 
Aro Corporation (The) 
Arvin Industries, Inc. 
ASARCO Incorporated 
Ashland Oil, Inc. 
Associated Dry Goods Corporation 
Athlone Industries, Inc. 
Atico Mortgage Investors 
Atlantic City Electric Company 
Atlantic Richfield Co. 
Atlas Corporation 
Automatic Data Processing Inc. 
Automation Industries, Inc. 
Avco Corporation 
Avery International Corporation 
Avnet, Inc. 
•Avon Products, Inc. 
BT Mortgage Investors 
Babcock & Wilcox Company (The) 
Bache Group, Inc. 
Baker Industries, Inc. 
Baker International Corporation 
Baldwin (D.H.) Company 
Ball Corporation 
Bally Manufacturing Corporation 
Baltimore Gas and Electric Company 
BanCal Tri-State Corp. 
Bandag, Incorporated 
Bangor Punta Corporation 
Bank of New York Company, Inc. (The) 
Bank of Virginia Company 



BankAmerica Corporation 
Bankers Trust New York Corporation 
Barber Oil Corporation 
Bard (C.R.), Inc. 
Barnes Group Inc. 
Barnett Mortgage Trust 
Basic Incorporation 
Bates Manufacturing Company, Incorporated 
Bausch & Lomb Inc. 
Baxter Travenol Laboratories, Inc. 
Bay Colony Property Co. 
Bay State Gas Company 
Bayuk Cigars Incorporated 
Bearings, Inc. 
Beatrice Foods Co. 
Beckman Instruments, Inc. 
Becton, Dickinson and Company > 
Beech Aircraft Corp. 
Beker Industries Corp. 
Belco Petroleum Corp. 
Belden Corporation 
Belding Heminway Company, Incorporated 
Bell & Howell Company 
Bell Canada 
Bemis Company, Inc. 
Bendix Corporation (The) 
Beneficial Standard Mortgage Investors 
Benguet Consolidated, Incorporated 
Berkey Photo, Inc. 
Best Products Co., Inc. 
Bethlehem Steel Corp. 
Big Three Industries, Incorporated 
Black and Decker Manufacturing Co. (The) 
Blair (John) & Company 
Bliss & Laughlin Industries Incorporated 
Block (H. & R.), Inc. 
Blue Bell, Inc. 
Bluebird Incorporated 
Bobbie Brooks, Inc. 
Boeing Company (The) 
Boise Cascade Corp. 
Book-of-the-Month Club, Inc. 
Borden, Incorporated 
Borg-Warner Corporation 
Borman's Incorporated 
Boston Edison Company 
Braniff International Corporation 
Braun (C F) & Co. 
Briggs & Stratton Corp. 
Bristol-Myers Company 
British Petroleum Co. Ltd. (The) 



Brockway Glass Company, Inc. 
Brooklyn Union Gas Company (The) 
Brown Company 
Brown Group, Inc. 
Brown & Sharpe Manufacturing Company 
Browning-Ferris Industries, Inc. 
Brunswick Corporation 
Brush Wellman Inc. 
Bucyrus-Erie Company 
Budd Company (The) 
Budget Industries, Inc. 
Buffalo Forge Company 
Buiova Watch Company, Inc. 
Bundy Corporation 
Bunker Hill Income Securities, Inc. 
Bunker Ramo Corporation 
Burlington Industries, Incorporated 
Burlington Northern Incorporated 
Burndy Corporation 
Burroughs Corporation 
Buttes Gas & Oil Co. 
CBS Inc. 
CCI Corporation 
C. I. Mortgage Group 
C. I. Realty Investors 
C. I. T. Financial Corp. 
CL Assets, Inc. 
CLC of America, Inc. 
CMI Investment Corp. 
CNA Financial Corp. 
CNA Income Shares, Inc. 
CPC International Inc. 
CTS Corporation 
Cabot Corporation 
Cadence Industries Corporation 
Caesars World, Inc. 
California Financial Corporation 
CP National Corporation 
Callahan Mining Corporation 
Cameron-Brown Investment Group 
Campbell Red Lake Mines Limited 
Campbell Soup Company 
Campbell Taggart, Inc. 
Canadian Pacific Limited 
Canal-Randolph Corp. 
Capital Cities Communications, Inc. 
Capital Holding Corp. 
Capital Mortgage Investments 
Carborundum Company (The) 
Carlisle Corporation 
Carolina Freight Carriers Corporation 



Carolina Power & Light Company 
Carpenter Technology Corporation 
Carrier Corporation 
Carriers & General Corporation 
Carter Hawley Hale Stores, Inc. 
Carter-Wallace, Inc. 
Cascade Natural Gas Corporation 
Castle & Cooke, Inc. 
Caterpillar Tractor Co. 
Ceco Corporation (The) 
Celanese Corporation 
Centex Corporation 
Central Hudson Gas & Electric Corporation 
Central Illinois Light Company 
Central Illinois Public Service Company 
Central Louisiana Electric Company, Inc. 
Central Maine Power Company 
Central and South West Corporation 
Central Soya Company, Inc. 
Central Telephone & Utilities Corporation 
Centronics Data Computer Corp. 
Certain-teed Corp. 
Cessna Aircraft Company (The) 
Champion International Corporation 
Champion Spark Plug Company 
Charter Company (The) 
Charter New York Corp. 
Chase Convertible Fund of Boston 
Chase Manhattan Corp. 
Chase Manhattan Mortgage and Realty Trust 
Chelsea Industries, Inc. 
Chemetron Corporation 
Chemical New York Corporation 
Chesapeake Corporation of Virginia (The) 
Chesebrough-Pond's Inc. 
Chessie System, Inc. 
Chicago Milwaukee Corporation 
Chicago Pneumatic Tool Company 
Chock Pull O'Nuts Corp. 
Chris-Craft Industries, Incorporated 
Chromalloy American Corporation 
Chrysler Corporation 
Church's Fried Chicken, Inc. 
Cincinnati Bell Inc. 
Cincinnati Gas & Electric Company (The) 
Cincinnati Milacron Incorporated 
Citicorp 
Cities Service Company 
Citizens Mortgage Investment Trust 
Citizens and Southern Realty Investors 
City Investing Company 



Clark Equipment Company 
Clark Oil & Refining Corporation 
Cleveland-Cliffs Iron Company (The) 
Cleveland Electric Illuminating Co. (The) 
Clevepak Corporation 
Clorox Company (The) 
Cluett, Peabody & Co., Inc. 
Coastal States Gas Corporation 
Coca-Cola Bottling Company of New York, Inc. 
Coca-Cola Company (The) 
Coldwell, Banker & Company 
Cole National Corp. 
Coleco Industries, Inc. 
Colgate-Palmolive Co. 
Collins & Aikman Corp. 
Collins Foods International, Inc. 
Colonial Penn Group, Inc. 
Colonial Stores, Inc. 
Colt Industries Inc. 
Columbia Gas System, Inc. (The) 
Columbia Pictures Industries, Inc. 
Columbus and Southern Ohio Electric Company 
Colwell Mortgage Trust 
Combined Communicatinos Corporation 
Combustion Engineering, Inc. 
Combustion Equipment Associates, Inc. 
Commonwealth Edison Company 
Communications Satellite Corporation 
Compugraphic Corporation 
Computer Sciences Corporation 
Conagra, Inc. 
Cone Mills Corporation 
Congoleum Corporation 
Conn. General Mprtgage & Realty Investments 
Conrac Corporation 
Consolidated Edison Company of New York, Inc. 
Consolidated Foods Corporation 
Consolidated Freightways Inc. 
Consolidated Natural Gas Company 
Consumers Power Company 
Continental Air Lines, Incorporated 
Continental Copper & Steel Industries, Inc. 
Continental Corporation (The) 
Continental Group (The) 
Continental Ilinois Corporation 
Continental Illinois Properties 
Continental Illinois Realty 
Continental Oil Company (Del.) 
Continental Telephone Corporation 
Control Data Corp. 
Conwood Corporation 



Cook United, Inc. 
Cooper Industries, Inc. 
Cooper Laboratories, Inc. 
Cooper Tire & Rubber Co. 
Copeland Corporation 
Copperweld Corporation 
Cordura Corporation 
Corning Glass Works 
Cousins Mortgage and Equity Investments 
Cowles Communications, Inc. 
Cox Broadcasting Corp. 
Craig Corporation 
Crane Co. 
Credithrift Financial Inc. 
Crocker National Corp. 
Crompton & Knowles Corporation. 
Crouse-Hinds Company 
Crown Cork & Seal Company, Inc. 
Crown Zellerback Corp. 
Crum and Forster 
Culbro Corporation 
Culligan International Company 
Cummin Engine Company, Inc. 
Cunningham Drug Stores, Incorporated 
Current Income Shares, Inc. 
Curtiss-Wright Corp. 
Cutler-Hammer, Inc. 
Cyclops Corporation 
Cyprus Mines Corp. 
DPF Incorporated 
Damon Corporation 
Dan River Incorporated 
Dana Corporation 
Dart Industries Inc. 
Data General Corp. 
Datapoint Corporation 
Dyco Corporation 
Dayton Hudson Corp. 
Dayton Power and Light Company (The) 
Dean Witter Organization, Inc. 
Deere & Company 
Delmarva Power & Light Company 
Del Monte Corporation 
Delta Air Lines, Inc. 
Deltec International Limited 
Deltona Corporation (The) 
Dennison Manufacturing Company 
Denny's Inc. 
Dentsply International Inc. 
De Soto, Inc. 
Detroit Edison Company (The) 



Dexter Corporation (The) 
Diamond International Corporation 
Diamond M Drilling Co. 
Diamond Shamrock Corp. 
Dick (A. B.) Company 
Dictaphone Corporation 
Diebold, Incorporated 
Di Giorgio Corporation 
Digital Equipment Corp. 
Dillingham Corporation 
Dillon Companies, Inc. 
Disney (Walt) Productions 
Diversified Industries, Incorporated 
Diversified Mortgage Investors 
Dr. Pepper Company 
Dome Mines Limited 
Donaldson Lufkin & Jenrett, Inc. 
Donnelley (R. R.) and Sons Company 
Dorr-Oliver Inc. 
Dorsey Corporation (The) 
Dover Corporation 
Dow Chemical Company (The) 
Dow Jones & Company, Inc. 
Dravo Corporation 
Dresser Industries, Inc. 
Drexel Bond-Debenture Trading Fund 
Dreyfus Corporation (The) 
Duke Power Company 
Dun & Bradstreet Companies, Inc. 
Du Pont (E. I.) De Nemours and Company 
Duguesne Light Co. 
Dutch Boyr Inc. 
Dymo Industries, Inc. 
E-Systems, Inc. 
EG&G, Incorporated 
EMI Limited 
Eagle-Picher Industries Incorporated 
Easco Corporation 
Eastern Air Lines, Inc. 
Eastern Gas and Fuel Associates 
Eastern Utilities Associates 
Eastman Kodak Company 
Eaton Corporation 
Echlin Manufacturing Company (The) 
Eckerd (Jack) Corp. 
Edison Brothers Stores, Incorporated 
A. G. Edwards & Sons, Inc. 
Electronic Associates, Inc. 
Electronic Data Systems Corporation 
Electronic Memories & Magnetics Corporation 
Elgin National Industries, Inc. 



Elixir Industries 
El Paso Company 
Eltra Corporation 
Emerson Electric Co. 
Emery Air Freight Corporation 
Emery Industries, Inc. 
Emhart Corporation 
Empire District Electric Company, Inc. 
Empire Gas Corporation 
Engelhard Minerals & Chemicals Corporation 
Ennis Business Forms, Incorporated 
ENSERCH Corporation 
Entex, Inc. 
Envirotech Corporation 
Equifax Inc. 
Equimark Corporation 
Equitable Gas Company 
Equitable Life Mortgage & Realty Investors 
Esmark, Inc. 
Esquire, Inc. 
Esterline Corporation 
Ethyl Corporation 
Evans Products Company 
Ex-Cell-0 Corporation 
Excelsior Income Shares, Inc. 
Exxon Corporation 
FMC Corporation 
Faberge, Incorporated 
Fabri-Centers of America, Inc. 
Facet Enterprises, Inc. 
Fairchild Camera and Instrument Corp. 
Fairchild Industries, Inc. 
Fairmont Foods Company 
Far West Financial Corp. 
Farah Manufacturing Company, Inc. 
Fedders Corporation 
Federal Company (The) 
Federal-Mogul Corp. 
Federal National Mortgage Association 
Federal Paper Board Company, Inc. 
Federal Signal Corp. 
Federated Department Stores, Inc. 
Ferro Corporation 
Fibreboard Corporation 
Fidelity Financial Corporation 
Fidelity Union Bancorporation 
Fieldcrest Mills, Inc. 
Filtrol Corporation 
Financial Corporation of Santa Barbara 
Financial Federation, Incorporated 
Firestone Tire & Rubber Company (The) 



First Charter Financial Corporation 
First Chicago Corp. 
First City Bancorporation of Texas, Inc. 
First International Bancshares, Inc. 
First Mississippi Corporation 
First National Boston Corporation 
First National State Bancorporation 
First Newport Realty Investors 
First Pennsylvania Corporation 
First Pennsylvania Mortgage Trust 
First Union Real Estate Equity & Mortgage Inv. 
First Virginia Banks, Inc. 
First Wisconsin Corp. 
Fischback and Moore, Incorporated 
Fisher Foods, Inc. 
Fisher Scientific Co. 
Fleetwood Enterprises, Incorporated 
Fleming Companies, Inc. 
Flexi-Van Corporation 
Flintkote Comnpany (The) 
Florida East Coast Railway Company 
Florida Gas Company 
Florida Power Corp. 
Florida Power & Light Company 
Fluor Corporation 
Food Fair, Inc. 
Foote, Cone & Belding Communications, Inc. 
Ford Motor Company 
Foremost-McKesson, Inc. 
Fort Dearborn Income Securities, Inc. 
Fort Howard Paper Co. 
Foster Wheeler Corp. 
Foxboro Company (The) 
Franklin Mint Corp. 
Freeport Minerals Co. 
Frigitronics, Inc. 
Fruehauf Corporation 
Fuqua Industries, Inc. 
GAF Corporation 
GATX Corporation 
GCA Corporation 
GDV, Inc. 
GF Business Equipment, Inc. 
Gable Industries, Inc. 
Gamble-Skogmo, Inc. 
Gannett Co., Inc. 
Gap Stores (The), Inc. 
Gardner-Denver Company 
Garfinckel, Brooks Brothers, Miller & Rhoads, Inc. 
Gas Service Company (The) 
Gateway Industries, Inc. 
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Gearhart-Owen Industries, Inc. 
Gemini Fund 
General 
General 
General 
General 
General 
General 
General 
General 
General 
General 
General 
General 
General 
General 
General 
General 
General 
General 
General 
General 
General 
Genesco 
Genstar 
Genuine 
Georgia-Pacific Corp. 
Gerber Products Co. 
Getty Oil Company 
Giant Portland Cement Company 
Gibraltar Financial Corp. of California 
Giddings & Lewis, Inc. 
Gifford-Hill & Co., Inc. 
Gillette Company (The) 
Gino's Inc. 
Gleason Works (The) 
Global Marine Inc. 
Globe-Union Inc. 
Golden West Financial Corporation 
Goodrich (B. F.) Company (The) 
Goodyear Tire & Rubber Co. (The) 
Gordon Jewelry Corp. 
Gould Inc. 
Grace (W. R.) & Co. 
Grainger (W. W.), Inc. 
Grand Union Co. (The) 
Graniteville Company 
Gray Drug Stores, Incorporated 
Great Atlantic & Pacific Tea Co., Inc. (The) 
Great Lakes Drede & Dock Company 
Great Northern Iron Ore Properties 

American Investors Co., Inc. 
American Oil Company of Texas 
Bancshares Corporation 
Cable Corp. 
Cinema Corp. 
Dynamics Corp. 
Electric Co. 
Foods Corp. 
Growth Properties 
Host Corp. 
Instrument Corporation 
Medical Corp. 
Mills, Inc. 
Motors Corp. 
Portland Inc. 
Public Utilities Corporation 
Refractories Company 
Signal Corp. 
Steel Industries, Inc. 
Telephone & Electronics Corp. 
Tire & Rubber Company (The) 
Incorporated 
Limited 
Parts Co. 



Great Northern Nekoosa Corporation 
Great Western Financial Corporation 
Great Western United Corporation 
Green Giant Company 
Greyhound Corporation (The) 
Grumman Corporation 
Guardian Industries Corp. 
Guardian Mortgage Investors 
Gulf United Corp. 
Gulf Mortage & Realty Investments 
Gulf Oil Corporation 
Gulf Resources & Chemical Corporation 
Gulf States Utilities Company 
Gulf & Western Industries, Inc. 
Gulton Industries, Inc. 
Hackensack Water Co. 
Frank B. Hall & Co., Inc. 
Hall (W. F.) Printing Company 
Halliburton Company 
Hammermill Paper Co. 
Handleman Company 
Handy & Harman 
Hans Corporation 
Hanna Mining Company (The) 
Harcourt Brace Jovanovich, Inc. 
Hardee's Food Systems, Inc. 
Harnischfeger Corp. 
Harrah's 
Harris Bankcorp, Inc. 
Harris Corporation 
Harsco Corporation 
Hart Schaffner & Marx 
Harte-Hanks Communications, Inc. 
Hatteras Income Securities, Inc. 
Hawaiian Electric Company, Inc. 
Hayes-Albion Corp. 
Hazeltine Corporation 
Heck's Inc. 
Hecla Mining Company 
Heileman (G.) Brewing Company, Inc. 
Heinz (H. J.) Company 
Helene Curtis Industries, Inc. 
Heller (Walter E.) International Corp. 
Helmerich & Payne, Inc. 
Hemisphere Fund 
Hercules Incorporated 
Hershey Foods Corp. 
Hesston Corporation 
Heublein, Inc. 
Hewlett-Packard Co. 
High Voltage Engineering Corp. 



Hillenbrand Industries, Inc. 
Hilton Hotels Corp. 
Hobart Corporation 
Hoffman Electronics Corporation 
Holiday Inns, Inc. 
Holly Sugar Corp. 
Homestake Mining Co. 
Honda Motor Co., Ltd. 
Honeywell, Inc. 
Hoover Ball and Bearing Company 
Horizon Corporation 
Hospital Affiliates International, Inc. 
Hospital Corporation of America 
Host International, Inc. 
Houdaille Industries, Incorporated 
Houghton Mifflin Co. 
House of Fabrics, Inc. 
Household Finance Corporation 
Houston Industries Incorporated 
Houston Natural Gas Corporation 
Howard Johnson Co. 
Hubbard Real Estate Investments 
Hudson Bay Mining and Smelting Co., Ltd. 
Hughes & Hatcher, Inc. 
Hughes Tool Company 
Humana Inc. 
Hunt (Philip A.) Chemical Corporation 
The E. F. Hutton Group Inc. 
Huyck Corporation 
IC Industries, Inc. 
ICN Pharmaceuticals, Inc. 
IDS Realty Trust 
INA Corporation 
INA Investment Securities, Inc. 
IU International Corp. 
Idaho Power Company 
Ideal Basic Industries, Inc. 
Ideal Toy Corporation 
Illinos Power Company 
Illinois Tool Works Inc. 
Imperial Corporation of America 
INCO Limited 
Income and Capital Shares 
Indiana Gas Company, Inc. 
Indianapolis Power & Light Company 
Industrial National Corporation 
Inexco Oil Company 
Ingersoll-Rand Co. 
Inland Container Corporation 
Inland Steel Company 
Inmont Corporation 



Insilco Corporation 
Inspiration Consolidated Copper Company 
Institutional Investors Trust (A Real Estate Trust) 
Inegon Corporation 
Interco Incorporated 
Intercontinental Diversified Corp. 
Interlake, Inc. 
International Business Machines Corporation 
International Flavors & Fragrances Inc. 
International Harvester Company 
International Minerals & Chemicals Corp. 
International Mining Corporation 
International Multifoods Corporation 
International Paper Co. 
International Rectifier Corporation 
International Telephone & Telegraph Corp. 
Interpace Corporation 
Interpublic Group of Companies, Inc., (The) 
Interstate Power Co. 
Interstate United Corporation 
Iowa Beef Procesors, Inc. 
Iowa Electric Light and Power Company 
Iowa-Illinois Gas and Electric Company 
Iowa Power and Light Company 
Iowa Public Service Company 
Ipco Hospital Supply Corporation 
Itek Corporation 
Itel Corporation 
James (Fred S.) & Co., Inc. 
Jantzen Inc. 
The Japan Fund, Inc. 
Jefferson-Pilot Corp. 
Jewel Companies, Inc. 
Jewelcor Incorporated 
Jim Walter Corporation 
John Hancock Income Securities Corporation 
John Hancock Investors Incorporated 
Johns-Manville Corp. 
Johson Controls, Inc. 
Johnson (E. F.) Company 
Johnson & Johnson 
Jonathan Logan, Inc. 
Jorgensen (Earle M.) Company 
Jostens, Inc. 
Joy Manufacturing Co. 
Justice Mortgage Investors 
KLM Royal Dutch Airlines 
K Mart Corporation 
Kaiser Aluminum & Chemical Corporation 
Kaiser Cement & Gypsum Corporation 
Kaiser Steel Corporation 



Kane-Miller Corp. 
Kaneb Services, Inc. 
Kansas City Power & Light Company 
Kansas City Southern Industries, Inc. 
Kansas Gas and Electric Company 
Kansas-Nebraska Natural Gas Co., Inc. 
Kansas Power and Light Company (The) 
Katy Industries, Inc. 
Kaufman and Broad, Inc. 
Kawecki Berylco Industries, Inc. 
Keene Corporation 
Keller Industries, Inc. 
Kellogg Company 
Kellwood Company 
Kennametal Inc. 
Kennecott Copper Corporation 
Kentucky Utilities Co. 
Kerr Glass Manufacturing Corp. 
Kerr-McGee Corporation 
Keystone Consolidated Industries, Inc. 
Kidde (Walter) & Co., Inc. 
Kimberly-Clark Corp. 
King's Department Stores, Inc. 
Kirsch Company 
Knight-Ridder Newspapers, Inc. 
Koehring Company 
Koppers Company, Inc. 
Koracorp Industries Incorporated 
Kraft, Inc. 
Kroehler Mfg. co. 
Kroger Co. (The) 
Kubota, Ltd. 
Kysor Industrial Corporation 
LPE Corporation 
LMI Investors 
LTV Corporation (The) 
Laclede Gas Company 
The Lamson & Sessions Co. 
Lane Bryant, Inc. 
Lawter Chemicals, Inc. 
Lear Siegler, Inc. 
Leaseway Transportation Corp. 
Leeds & Northrup Co. 
Leesona Corporation 
Lehigh Portland Cement Company 
Lehman Corporation (The) 
Lennar Corporation 
Lenox, Incorporated 
Leslie Fay Inc. 
Leverage Fund of Boston 
Levi Strauss & Co. 



Levitz Furniture Corp. 
Libbey-Owens-Ford Co. 
Liberty Corporation (The) 
Liberty Loan 
Ligett Group Inc. 
Lilly (Eli) and Co. 
Lincoln National Corp. 
Lincoln National Direct Placement Fund 
Lionel Corporation (The) 
Litton Industries, Incorporated 
Lockheed Corp. 
Loctite Corporation 
Loews Corporation 
Lomas & Nettleton Financial Corp. 
Lomas and Nettleton Mortgage Investors 
Lone Star Industries, Inc. 
Long Island Lighting Company 
Loral Corporation 
Louisiana Land and Exploration Company (The) 
Louisiana-Pacific Corp. 
Louisville Gas and Electric Company 
M. Lowenstein & Sons, Incorporated 
Lubrizol Corporation (The) 
Lucky Stores, Inc. 
Ludlow Corporation 
Lukens Steel Company , 
Lykes Corporation 
Lynch Communication Systems Inc. 
MBPXL Corporation 
MCA Inc. 
MEI Corporation 
MGIC Investment Corp. 
MacAndrews & Forbes Company 
MacDonald (E. F.) Co. (The) 
Macke Company (The) 
MacMillan, Inc. 
Macy (R. H.) & Co., Inc. 
Madison Fund, Inc. 
Madison Square Garden Corporation 
Magic Chef, Inc. 
Mallory (P. R.) & Co.r Inc. 
Maione & Hyde, Inc. 
Manhattan Industries, Inc. 
Manufacturers Hanover Corporation 
MAPCO Inc. 
Marathon Manufacturing Company 
Marathon Oil Company 
Maremont Corporation 
Marine Midland Banks, Incorporated 
Marion Laboratories, Inc. 
Marley Company (The) 



Harriott Corporation 
Marsh & McLennan Companies, Inc. 
Marshall Field & Co. 
Martin Marietta Corp. 
Mary Kay Cosmeticsr Inc. 
Maryland Cup Corp. 
Masco Corporation 
Masonite Corporation 
Massmutual Corporate Investorsf Inc. 
Massmutual Income Investors Inc. 
Massmutual Mortgage and Realty Investors 
Massey-Ferguson Ltd. 
Matsushita Electric Industrial Co., Ltd. 
May Department Stores Company (The) 
Mayer (Oscar) & Co.r Inc. 
Mays (J. W.), Inc. 
Maytag Company (The) 
McDermott (J. Ray) & Co., Inc. 
McDonald's Corporation 
McDonnell Douglas Corporation 
McDonough Co. 
McGraw-Edison Co. 
McGraw-Hill, Inc. 
Mclntyre Mines Limited 
McKee (Arthur G.) St Company 
McLean Trucking Co. 
McLouth Steel Corp. 
McNeil Corporation 
Mead Corporation (The) 
Medusa Corporation 
Melville Corporation 
Mercantile! Stores Company, Inc. 
Merck & Co., Inc. 
Meredith Corporation 
Merrill Lynch & Co., Inc. 
Mesa Petroleum Co. 
Mesabi Trust 
Mesta Machine Company 
metro-Goldwyn-Mayer Inc. 
Metromedia, Inc. 
Michigan Gas Utilities Company 
Microwave Associates, Inc. 
Mid-Continent Telephone Corporation 
Middle South Utilities, Inc. 
Midland Mortgage Investors Trust 
Midland-Ross Corp. 
Miles Laboratories, Inc. 
Milton Bradley Co. 
Minnesota Gas Company 
Minnesota Mining and Manufacturing Company 
Minnesota Power & Light Company 



Mirro Aluminum Co. 
Mission Equities Corp. . 
Missouri Public Service Company 
Mobil Corporation 
Mobile Home Industriesr Inc. 
Mohasco Corporation 
Mohawk Data Sciences Corp. 
Mohawk Rubber Company (The) 
Molycorp, Inc. 
Monarch Machine Tool Company (The) 
Monogram Industries, Inc. 
Monroe Auto Equipment Company 
Monsanto Company 
Montana-Dakota Utilities Co. 
Montana Power Company (The) 
Montgomery Street Income Securities, Inc. 
Mony Mortgage Investors 
Moore McCormack Resources, Inc. 
J. P. Morgan & C., Incorporated 
Morrison-Knudsen Company, Inc. 
Morse Shoe, Inc. 
Mortgage Trust of America 
Morton-Norwich Products, Inc. 
Motorola, Inc. 
Mountain Fuel Supply Company 
Mountain States Telephone and Telegraph Company (The) 
Munford, Inc. 
Munsingwear, Inc. 
Murphy (G. C.) Company 
Murphy Oil Corporation 
Murray Ohio Manufacturing Company (The) 
Mutual of Omaha Interest Shares 
Myers (L. E.) Co. (The) 
NCR Corporation 
NL Industries 
NLT Corporation 
NVF Company 
Nabisco, Inc. 
Nalco Chemical Company 
Narco Scientific Industries, Inc. 
Nashua Corporation 
National Airlines Incorporated 
National Aviation & Technology Corp. 
National Can Corp. 
National Chemsearch Corporation 
National City Lines, Incorporated 
National Detroit Corporation 
National Distillers and Chemical Corp. 
National Fuel Gas Co. 
National Gypsum Co. 
National Homes Corp. 



National Industries, Inc. 
National Medical Care, Inc. 
National Medical Enterprises, Inc. 
National Mine Service Company 
Natinoal Presto Industries, Inc. 
National Semiconductor Corp. 
National Service Industries, Inc. 
National-Standard Company 
National Starch and Chemical Corporation 
National Steel Corp. 
National Tea Company 
Natomas Company 
Neptune International Corporation 
Nevada Power Company 
New England Electric System 
New England Gas and Electric Association 
New England Telephone and Telegraph Co. 
New York State Electric & Gas Corporation 
Newhall Land and Farming Company (The) 
Newmont Mining Corp. 
Niagara Mohawk Power Corporation 
Niagara Share Corp. 
NICOR Inc. 
Norfolk & Western Railway Company 
Norlin Corporation 
Norris Industries Incorporated 
North American Coal Corporation (The) 
North American Mortgage Investors 
North American Philips Corporation 
North Central Airlines, Inc. 
Northeast Utilities 
Northern Indiana Public Service Co. 
Northern Natural Gas Company 
Northern States Power Company (Minn.) 
Northern Telecom Ltd. 
Northgate Exploration Limited 
Northrop Corporation 
Northwest Airlines, Incorporated 
Northwest Bancorporation 
Norwest Energy Co. 
Northwest Industries, Inc. 
Northwestern Mutual Life Mortgage and Realty Investors 
Northwestern Steel and Wire Company 
Norton Company 
Norton Simon Incorporated 
Nucor Corporation 
OKC Corp. 
Oak Industries, Inc. 
Oakite Products, Incorporated 
Occidental Petroleum Corporation 
Ogden Corporation 
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Ohio Edison Company 
Oklahoma Gas and Electric Company 
Oklahoma Natural Gas Company 
Olin Corporation 
Olinkraft, Inc. 
Omark Industries, Inc* 
Oneida Ltd. 
Opelika Manufacturing Corporation 
Orange-Co, Inc. 
Orange and Rockland Utilitiesf Inc. 
Outboard Marine Corporation 
Outlet Company (The) 
Overnite Transportation co. 
Overseas Shipholding Group, Inc. 
Owens-Corning Fiberglas Corporation 
Owens-Illinos, Inc. 
Oxford Industries, Inc. 
PNB Mortgage & Realty Investors 
PPG Industries, Incorporated 
PSA, Inc. 
Pacific American Income Shares, Inc. 
Pacific Gas and Electric Company 
Pacific Lighting Corporation 
Pacific Lumber Co. (The) 
Pacific Petroleums Limited 
Pacific Power & Light Company 
Pacific Telephone and Telegraph Co. (The) 
Pacific Tin Consolidated Corp. 
Paine Webber Inc. 
Palm Beach Company 
Pamida, Inc. 
Pan American World Airways, Inc. 
Panhandle Eastern Pipe Line Company 
Papercraft Corporation 
Pargas, Inc. 
Parker Drilling Co. 
Parker-Hannifin Corporation 
Parker Pen Company (The) 
Patrick Petroleum Company 
Pay Less Drug Stores Northwest, Inc. 
Peabody International Corporation 
Penn-Dixie Industries, Inc. 
Penny (J. C.) Company, Incorporated 
Pennsylvania Power & Light Company 
Pennwalt Corporation 
Pennzoil Company 
Peoples Drug Stores, Incorporated 
Peoples Gas Company 
PepsiCo, Inc. 
Perkin-Elmer Corporation (The) 
Pet Incorporated 



Peter Paulr Inc. 
Petrie Stores Corp. 
Petrolane, Inc. 
Petroleum & Resources Corporation 
Pfizer Inc. 
Phelps Dodge Corp. 
Philadelphia Electric Company 
Philadelphia Suburban Corporation 
Philip Morris Inc. 
Philips Industries Inc., (Ohio) 
Phillips Petroleum Company 
Phillips-Van Heusen Corporation 
Pickwick International, Inc. 
Piedmont Natural Gas Company, Inc. 
Pier 1. Imports, Inc. 
Pillsbury Company (The) 
Pioneer Corporation 
Pioneer Electronic Corporation 
Pitney-Bowes, Inc. 
Pittsburgh Porgings Company 
Pittston Company (The) 
Pizza Hut, Inc. 
Planning Research Corporation 
Playboy Enterprises, Inc. 
Plessey Company Limited (The) 
Pneumo Corporation 
Polaroid Corporation 
Ponderosa System, Inc. 
Pope & Talbot, Inc. 
Portec, Incorporated 
Portland General Electric Company 
Potlatch Corporation 
Potomac Electric Power Company 
Premier Industrial Corporation 
Procter & Gamble Company (The) 
Products Research & Chemical Corporation 
Proler International Corp. 
Public Service Company of Colorado 
Public Service Company of Indiana, Inc. 
Public Service Company of New Hampshire 
Public Service Company of New Mexico 
Public Service Electric and Gas Co. 
Publicker Industries, Incorporated 
Pueblo International, Inc. 
Puerto Rican Cement Coimpany, Inc. 
Puget Sound Power & Light Company 
Pullman Incorporated 
Purex Corporation 
Puritan Fashions Corporation 
Purolator, Inc. 
Quaker Oats Company (The) 



Quaker State Oil Refining Corp. 
Quanex Corporation 
Questor Corporation 
RCA Corporation 
RTE Corporation 
Ralston Purina Company 
Ramada Inns, Inc. 
Ranco Incorporated 
Rapid-American Corp. 
Raybestos-Manhattanf Inc. 
Raymond International, Incorporated 
Raytheon Company 
Reading & Bates Offshore Drilling co. 
Redman Industries, Incorporated 
Reece Corporation (The) 
Reeves Brothers, Inc. 
Reichhold Chemicals, Inc. 
Reliable Stores Corporation 
Reliance Electric Co. 
Reliance Group, Incorporated 
Republic Corporation 
Republic Financial Services, Inc. 
Republic Mortgage Investors 
Republic of Texas Corporation 
Republic Steel Corp 
Reserve Oil and Gas Company 
Revco D. S., Inc. 
Revere Copper and Brass Incorporated 
Revlon, Inc. 
Rexham Corporation 
Rexnord Inc. 
Reynolds (R. J.) Industries, Inc. 
Reynolds Metals Co. 
Reynolds Securities International Inc 
Richardson Company (The) 
Richardson-Merrell Incorporated 
Richmond Corporation 
Riegel Textile Corporation 
Rio Grande Industries, Inc. 
Rite Aid Corporation 
Robertshaw Controls Company 
Robertson (H. H.) Company 
Robins (A. H.) Company, Inc. 
Rochester Gas and Electric Corp. 
Rochester Telephone Corporation 
Rockower Brothers, Incorporated 
Rockwell International Corporation 
Rohm and Haas Co. 
Rohr Industries, Inc. 
Rollins, Inc. 
Ronson Corporation 



Roper Corporation 
Rorer Group Inc. 
Rosario Resources Corporation 
Rowan Companies, Inc. 
Royal Crown Companies, Inc. 
Royal Dutch Petroleum Company 
Rubbermaid Inc. 
Russ Togs, Inc. 
Ryder System, Inc. 
SCA Services, Inc. 
SCM Corporation 
SCOA Industries, Incorporated 
Core Industries, Inc. 
Sabine Corporation 
Safeguard Industries, Inc. 
Safeway Stores, Inc. 
Saga Corporation 
St. Joe Minerals Corporation 
St. Joseph Light & Power Company 
St. Louis-San Francisco Railway Company 
St. Paul Securities, Inc. 
St. Regis Paper Co. 
Salant Corporation 
Sambo's Restaurants, Inc. 
San Diego Gas & Electric- Company 
San Juan Racing Association, Inc. 
Sanders Associates, Inc. 
Sata Fe Industries, Inc. 
Sata Fe International Corporation 
Sargent-Welch Scientific Company 
B. F. Saul Real Estate Investment Trust 
Sav-A-Stop Inc. 
Savannah Electric and Power Company 
Savin Business Machines Corporation 
Sav-On-Drugs, Inc. 
Saxon Industries, Inc. 
Schaefer (F. & M.) Corporation (The) 
Schering-Plough Corp. 
Schlitz (Jos.) Brewing Company 
Schlumberger Ltd. 
Scot Lad Foods, Inc. 
Scott & Ftezer Company (The) 
Scott Foresman and Company 
Scotty's Incorporated 
Scovill Manufacturing Company 
Scudder Duo-Vest Incorporated 
Sea Containers Inc. 
Seaboard Cost Line Industries, Inc. 
Seaboard World Airlines Inc. 
Seagram Company Ltd. (The) 
Seagrave Corporation (The) 



Sealed Power Corporation 
Searle (G. D.) & Co. 
Sears, Roebuck and Company 
Seatrain Lines, Incorporated 
SEDCO, Inc. 
Seligman & Latz 
Service Corporation International 
Servomation Corp. 
Shakespeare Company 
Shapell Industries, Incorporated 
Shearson Hayden Stone Inc. 
Shell Oil Company 
The Shell Transport & Trading Co., Ltd. 
Sheller-Globe Corporation 
Sherwin-Williams Company (The) 
Sierra Pacific Power Company 
Signal Companies (The), Inc. 
Signode Corporation 
Simmonds Precision Products, Inc. 
Simmons Company 
Simplicity Pattern Co., Inc. 
Singer Company (The) 
Skaggs Companies, Inc. 
Skil Corporation 
Skyline Corporation 
Smith (A.O.) Corporation 
Smith International Incorporated 
Smithkline Corporation 
Smith's Transfer Corporation 
Snap-on-Tools Corp. 
Sonesta International Hotels Corp. 
Sony Corporation 
Soo Line Railroad Co. 
South Carolina Electric & Gas Company 
South Jersey Industries, Inc. 
Southdown, Incorporated 
Southeast Banking Corp. 
Southeastern Public Service Company 
Southern California Edison Company 
Southern Company (The) 
Southern Indiana Gas and Electric Company 
Southern New England Telephone Co. 
Southern Pacific Co. 
Southern Railway Co. 
Southern Union Co. 
Southland Corporation (The) 
Southland Royalty Co. 
Southwest Bancshares, Incorporated 
Southwest Forest Industries, Inc. 
Southwestern Public Service Company 
Spartan Food Systems, Inc. 
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Sparton Corporation 
Sperry and Hutchinson Company (The) 
Sperry Rand Corporation 
Springs Millsf Inc. 
Square 0 Company 
Squibb Corporation 
Staley (A. E.) Manufacturing Company 
Standard Brands Incorporated 
Standard Brands Paint Company 
Standard Oil Company of California 
Standard Oil Company (Indiana) 
Standard Oil Company (The) (Ohio) 
Standard & Poor's Intercapital Income Securities, Inc. 
Standard Pressed Steel Co. 
Standard Prudential Corporation 
Standex International Corporation 
Stanely Works (The) 
Starrett (L.S.) Company (The) 
State Mutual Securities, Inc. 
Stauffer Chemical Company 
Sterchi Brothers Stores, Incorporated 
Sterling Drug Inc. 
Sterling Precision Corporation 
Sterndent Corp. 
J.P. Stevens & Co. Inc. 
Stewart-Warner Corp. 
Stokely-Van Camp, Inc. 
Stone Container Corp. 
Stone & Webster, Inc. 
Stop & Shop Companies (The), Inc. 
Storage Technolgoy Corporation 
Storer Broadcasting Company 
Stride Rite Corporation (The) 
Studebaker-Worthington, Inc. 
Suave Shoe Corporation 
Suburban Propane Gas Corporation 
Sucrest Corporation 
Sunbeam Corporation 
Sun Chemical Corporation 
Sundstrand Corporation 
Sun Oil Company, Inc. 
Sunshine Mining Company 
Superior Oil Company (The) 
Supermarkets General Corporation 
Superscope, Inc. 
Sutro Mortgage Investment Trust 
Swank, Inc. 
Sybron Corporation 
Sycor, Inc. 
Systron-Donner Corp. 
TRE Corporation 



TRW Inc. 
Taft Broadcasting Co. 
Talcott National Corporation 
Talley Industries, Inc. 
Sterndent Corporation 
Tampa Electric Co. 
Tandy Corporation 
Tandycrafts, Inc. 
Tappan Company (The) 
Technicare Corporation 
Technicolor, Inc. 
Technicon Corporation 
Tektronix, Inc. 
Telecor, Inc. 
Teledyne, Inc. 
Teleprompter Corp. 
Telex Corporation (The) 
Tenneco Inc. 
Tesoro Petroleum Corp. 
Texaco Inc. 
Texas Commerce Bancshares, Inc. 
Texas Eastern Corp. 
Texas Gas Transmission Corporation 
Texas Industries, Inc. 
Texas Instruments Incorporated 
Texas International Company 
Texas Oil & Gas Corp. 
Texas Pacific Land Trust 
Texas Utilities Co. 
Texasgulf Inc. 
Texfi Industries, Inc. 
Textron Incorporated 
Thiokol Corporation 
Thomas & Betts Corp. 
Thomas Industries Inc. 
Thompson (J. Walter) Company 
Thrifty Corporation 
Ticor 
Tidewater Marine Service, Inc. 
Tiger International, Inc. 
Time Incorporated 
Times Mirror Company (The) 
Timken Company (The) 
Tishman Realty & Construction Co., Inc. 
Tobin Packing Co., Inc. 
Todd Shipyards Corp. 
Toledo Edison Company (The) 
Tonka Corporation 
Tootsie Roll Industries Inc. 
Tracor, Inc. 
Trane Company (The) 



Transamerica Corporation 
Transamerica Income Shares, Inc. 
Transco Companies, Inc. 
Transcon Lines 
TRANSOHIO Financial Corporation 
Trans Union Corporation 
Transway International Corporation 
Trans World Airlines 
Trans World Airlines, Incorporated 
Travelers Corporation (The) 
Triangle Industries, Incorporated 
Triangle Pacific Corp. 
Tri-Continental Corp. 
Trinity Industries, Inc. 
Tri-South Mortgage Investors 
Tropicana Products, Incorporated 
Tucson Gas & Electric Company 
Twentieth Century-Fox Film Corporation 
Twin Disc, Incorporated 
Tyco Laboratories, Inc. 
Tyler Corporation 
UAL, Inc. 
UARCO Incorporated 
UGI Corporation 
UMC Industries, Inc. 
UMET Trust 
UOP Inc. 
UV Industries, Inc. 
Unarco Industries, Inc. 
Unilever Limited 
Unilever N. V. 
Union Bancorp, Inc. 
Union Camp Corporation 
Union Carbide Corp. 
Union Commerce Corp. 
Union Corporation (The) 
Union Electric Co. 
Union Oil Company of California 
Union Pacific Corp. 
UNIROYAL, Inc. 
United Brands Company 
United Corporation 
United Energy Resources 
United Financial Corp. of California 
United Guaranty Corp. 
United Illuminating Company (The) 
United Industrial Corp. 
United Inns, Inc. 
United Jersey Banks 
United Merchants and Manufacturers, Inc. 
United Nuclear Corp. 



United Park City Mines, Company 
United Refining Co. 
United States Fidelity & Guaranty Company 
U.S. & Foreign Securities Corp. 
United States Gypsum Company 
U.S. Home Corporation 
U.S. Industries, Inc. 
United States Leasing International, Inc. 
U.S. Realty Investments 
United States Shoe Corporation 
United States Steel Corporation 
United Tecnologies Corporation 
United Telecommunications, Inc. 
Unitrode Corporation 
Univar Corporation 
Universal Foods Corp. 
Universal Leaf Tobacco Co., Inc. 
Upjohn Company (The) 
USLIFE Corporation 
USLIFE Income Fund, Inc. 
Utah Power & Light Company 
V. F. Corporation 
VSI Corporation 
Valley Industries, Inc. 
Varian Associates, Inc. 
Varo, Inc. 
Vendo Company (The) 
Venice Industries Incorporated 
Vestaur Securities, Inc. 
Vetco Inc. 
Viacom International Inc. 
Victor Comptometer Corporation 
Virginia Electric and Power Company 
Vornado, Incorporated 
Vulcan Materials Co. 
Wachovia Corporation (The) 
Wachovia Realty Investments 
Walgreen Company 
Hiram Walker Gooderham & Worts Ltd. 
Wallace Business Forms, Inc. 
Wallace Murray Corp. 
Wal-Mart Stores, Inc. , 
Walter (Jim) Corp. 
Ward Foods, Inc. 
Warnaco Incorporated 
Warner Communications Inc. 
Warner Company 
Warner-Lambert Company 
Warner & Swasey Company (The) 
Washington Gas Light Company 
Washington National Corporation 



Washington Steel Corporation 
Washington Water Power Company (The) 
Waste Management, Inc. 
Watkins-Johnson Co. 
Wayne-Gossard Corp. 
Wea United, Inc» 
Weatherhead Company (The) 
Webb (Del E.) Corp. 
Weis Markets, Inc. 
Wells Fargo & Company 
Wells Fargo Mortgage Investors 
West Point-Pepperell, Inc. 
Westcoast Transmission Company Limited 
Western Air Lines, Incorporated 
Western Bancorporation 
Western Company of the North American (The) 
Western Publishing Co., Inc. 
Western Union Corp. 
Westinghouse Electric Corporation 
Westmor Corporation 
Westvaco Corporation 
Weyenberg Shoe Manufacturing Company 
Weyerhaeuser Company 
Wheelabrator-Frye Incorporated 
Wheeling-Pittsburgh Steel Corporation 
Whirlpool Corporation 
White Consolidated Industries, Inc. 
White Motor Corp. 
Whiting Corporation 
Whittaicer Corporation 
Wickes Corporation (The) 
Wieboldt Stores, Inc. 
Williams Companies (The) 
Wilshire Oil Company of Texas. 
Winn-Dixie Stores, Incorporated 
Winnebago Industries, Inc. 
Jack Winter, Inc. 
Wisconsin Electric Power Comnpany 
Wisconsin Power & Light Company 
Wisconsin Public Service Corporation 
Witco Chemical Corporation 
Wolverine World Wide, Inc. 
Wometco Enterprises, Inc. 
Woods Corporation 
Woods Petroleum Corp. 
Woolworth (F.W.) Co. 
World Airways, Inc. 
Wrigley (Wm.) Jr. Company 
Wurlitzer Company (The) 
Wylain, Inc. 
Xerox Corporation 



XTRA Corporation 
Yates Industries, Inc. 
Zale Corporation 
Zapata Corporation 
Zayre Corp. 
Zenith Radio Corporation 
Zurn Industries, Inc. 



- APPENDIX C 

RESPONDING NYSE FIRMS 

ACF Industries, Inc. 
AHIC Corporation 
AMP Incorporated 
ARA Services, Inc. 
ASA Limited 
A-T-0 Inc. 
Abbott Laboratories 
Adams Express Co. (The) 
Adams-Mil lis Corp. 
Addressograph-Multigraph Corporation 
Ahmanson (H.F.) & Co. 
Aileen, Inc. 
Air Products & Chemicals 
Airborne Freight Corp. 
Airco, Inc. 
Akzona Incorporated 
Alaska Interstate Co. 
Albertson's, Inc. 
Alcan Aluminium Limited 
Alco Standard Corp. 
Alcon Laboratories, Inc. 
Alexander's, Inc. 
Allegheny Corporation 
Allegheny Ludlum Industries, Inc. 
Allied Chemical Corp. 
Allied Maintenance Corporation 
Allied Products Corp. 
Allied Stores Corp. 
Allright Auto Parks, Inc. 
Aluminum Company of America 
Amalgamated Sugar Company (The) 
AMAX Inc. 
Ambac Industries, Inc. 
Amerada Hess Corporation 
American Air Filter Company, Inc. 
American Airlines, Inc. 
American Brands, Inc. 
American Broadcasting Companies, Inc. 
American Can Company 
American Electric Power Company, Inc. 
American Finance System Incorporated 
American General Bond Fund, Inc. 
American General Convertible Securities, Inc. 
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American General Insurance Company 
American Hoist & Derrick Company 
American Home Products Corporation 
American Hospital Supply Corporation 
American Natural Resources Company 
American Seating Co. 
American Ship Building Company (The) 
American Standard Inc. 
American Sterilizer Co. 
American Stores Co. 
American Telephone & Telegraph Company 
American Water Works Company, Incorporated 
Ameronf Incorporated 
AMETEK, Inc. 
Amfac, Inc. 
Ampex Corporation 
Amsted Industries, Inc. 
Amtel, Incorporated 
Anchor Hocking Corp. 
Anderson, Clayton & Company, Incorporated 
Angelica Corporation 
Anixter Bros., Inc. 
Ansul Company (The) 
Apache Corporation 
Applied Magnetics Corp. 
Areata National Corp. 
Arctic Enterprises, Inc. 
Aristar, Inc. 
Arizona Public Service Company 
Arkansas Louisiana Gas Company 
Armada Corporation 
Armco Inc. 
Armstrong Cork Company 
Armstrong Rubber Company, The (Conn.) 
Arvin Industries, Inc. 
ASARCO Incorporated 
Ashland Oil, Inc. 
Associated Dry Goods Corporation 
Athlone Industries, Inc. 
Atlantic City Electric Company 
Atlantic Richfield Co. 
Automatic Data Processing Inc. 
Avery International Corporation 
Bache Group, Inc. 
Baker Industries, Inc. 
Baker International Corporation 
Baldwin (D.H.) Company 
Ball Corporation 
Bally Manufacturing Corporation 
Baltimore Gas and Electric Company 
BanCal Tri-State Corp. 



Bank of Virginia Company 
BankAmerica Corporation 
Bankers Trust New York Corporation 
Barber Oil Corporation 
Bard (C.R.), Inc. 
Barnes Group Inc. 
Basic Incorporation 
Bates Manufacturing Company, Incorporated 
Bausch & Lomb Inc. 
Baxter Travenol Laboratories, Inc. 
Bay State Gas Company 
Bayuk Cigars Incorporated 
Bearings, Inc. 
Beckman Instruments, Inc. 
Beech Aircraft Corp. 
Belden Corporation 
Bell & Howell Company 
Beneficial Corporation 
Berkey Photo, Inc. 
Best Products Co., Inc. 
Bethlehem Steel Corp. 
Black and Decker Manufacturing Co. (The) 
Blair (John) & Company 
Block (H. & R.), Inc. 
Blue Bell, Inc. 
Boeing Company (The) 
Boise Cascade Corp. 
Borg-Warner Corporation 
Borman's Incorporated 
Boston Edison Company 
Braniff International Corporation 
Braun (C P) & Co. 
British Petroleum Co. Ltd. (The) 
Brockway Glass Company, Inc. 
Brown Company 
Brown & Sharpe Manufacturing Company 
Browning-Ferris Industries, Inc. 
Buffalo Forge Company 
Bunker Ramo Corporation 
Burlington Industries, Incorporated 
Burlington Northern Incorporated 
Burndy Corporation 
CBS Inc. 
CCI Corporation 
C. I. T. Financial Corp. 
CNA Financial Corp. 
CNA Income Shares, Inc. 
CPC International Inc. 
CTS Corporation 
Cabot Corporation 
Cadence Industries Corporation 



CP National Corporation 
Callahan Mining Corporation 
Cameron-Brown Investment Group 
Campbell Red Lake Mines Limited 
Campbell Soup Company 
Campbell Taggart, Inc. 
Capital Cities Communications, Inc. 
Capital Holding Corp. 
Carborundum Company (The) 
Carlisle Corporation 
Carolina Freight Carriers Corporation 
Carolina Power & Light Company 
Carpenter Technology Corporation 
Carriers & General Corporation 
Caterpillar Tractor Co. 
Ceco Corporation (The) 
Centex Corporation 
Central Hudson Gas & Electric Corporation 
Central Illinois Light Company 
Central Illinois Public Service Company 
Central and South West Corporation 
Central Soya Company, Inc. 
Central Telephone & Utilities Corporation 
Centronics Data Computer Corp. 
Certain-teed Corp. 
Cessna Aircraft Company (The) 
Champion Spark Plug Company 
Charter New York Corp. 
Chase Convertible Fund of Boston 
Chase Manhattan Corp. 
Chelsea Industriesf Inc. 
Chesapeake Corporation of Virginia (The) 
Chessie System, Inc. 
Chock Full O'Nuts Corp. 
Chris-Craft Industries, Incorporated 
Chrysler Corporation 
Church's Fried Chicken, Inc. 
Cincinnati Bell Inc. 
Cincinnati Gas & Electric Company (The) 
Cincinnati Milacron Incorporated 
Cities Service Company 
Citizens and Southern Realty Investors 
Clark Equipment Company 
Clark Oil & Refining Corporation 
Cleveland Electric Illuminating Co. (The) 
Clorox Company (The) 
Coastal States Gas Corporation 
Coca-Cola Company (The) 
Coldwell, Banker & Company 
Colgate-Palmolive Co. 
Collins Foods International, Inc. 



Colonial Penn Group, Inc. 
Colonial Stores, Inc. 
Columbia Gas System, Inc. (The) 
Columbus and Southern Ohio Electric Company 
Colwell Mortgage Trust 
Combined Coramunicatinos Corporation 
Commonwealth Edison Company 
Communications Satellite Corporation 
Compugraphic Corporation 
Computer Sciences Corporation 
Conagra, Inc. 
Cone Mills Corporation 
Congoleum Corporation 
Conn. General Mortgage & Realty Investments 
Conrac Corporation 
Consolidated Edison Company of New York, Inc. 
Consolidated Freightways Inc. 
Consolidated Natural Gas Company 
Consumers Power Company 
Continental Air Lines, Incorporated 
Continental Group (The) 
Continental Ilinois Corporation 
Continental Illinois Properties 
Continental Telephone Corporation 
Control Data Corp. 
Conwood Corporation 
Cook United, Inc. 
Cooper Industries, Inc. 
Cooper Tire & Rubber Co. 
Copperweld Corporation 
Cowles Communications, Inc. 
Craig Corporation 
Crane Co. 
Credithrift Financial Inc. 
Crocker National Corp. 
Crompton & Knowles Corporation 
Crouse-Hinds Company 
Crum and Forster 
Culbro Corporation 
Culligan International Company 
Cummin Engine Company, Inc. 
Cunningham Drug Stores, Incorporated 
Curtiss-Wright Corp. 
Cyprus Mines Corp. 
DPF Incorporated 
Damon Corporation 
Dan.River Incorporated 
Datapoint Corporation 
Dayco Corporation 
Dayton Hudson Corp. 
Dayton Power and Light Company (The) 



Deere & Company 
Delmarva Power & Light Company 
Del Monte Corporation 
Delta Air Lines, Inc. 
Deltona Corporation (The) 
Dennison Manufacturing Company 
De Soto, Inc. 
Detroit Edison Company (The) 
Jexter Corporation (The) 
Dial Financial Corp. 
Diamond International Corporation 
Diamond Shamrock Corp. 
Dick (A. B.) Company 
Dictaphone Corporation 
Diebold, Incorporated 
Di Giorgio Corporation 
Digital Equipment Corp. 
Dillingham Corporation 
Dillon Companies, Inc. 

'Disney (Walt) Productions 
Diversified Industries, Incorporated 
Diversified Mortgage Investors 
Dr. Pepper Company 
Dome Mines Limited 
Donaldson Lufkin & Jenrett, Inc. 
Donnelley (R. R.) and Sons Company 
Dorsey Corporation (The) 
Dow Chemical Company (The) 
Dow Jones & Company, Inc. 
Dravo Corporation 
Dresser Industries, Inc. 
Dreyfus Corporation (The) 
Duke Power Company 
Du Pont (E. I.) De Nemours and Company 
Duguesne Light Co. 
Dymo Industries, Inc. 
E-Systems, Inc. 
EG&G, Incorporated 
Eagle-Picher Industries Incorporated 
Eastern Air Lines, Inc. 
Eastern Gas and Fuel Associates 
Eastern Utilities Associates 
Eastman Kodak Company 
Eaton Corporation 
Eckerd (Jack) Corp. 
Edison Brothers Stores, Incorporated 
Electronic Data Systems Corporation 
Elgin National Industries, Inc. 
El Paso Company 
Emhart Corporation 
Empire District Electric Company, Inc. 
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Entex, Inc. 
Envirotech Corporation 
Equifax Inc. 
Equitable Gas Company 
Equitable Life Mortgage & Realty Investors 
Esmark, Inc. 
Esquire, Inc. 
Evans Products Company 
Ex-Cell-0 Corporation 
FMC Corporation 
Fabri-Centers of America, Inc. 
Facet Enterprises, Inc. 
Fairchild Camera and Instrument Corp. 
Fairchild Industries, Inc. 
Fairmont Foods Company 
Federal Company (The) 
Federal Paper Board Company, Inc. 
Federal Signal Corp. 
Federated Department Stores, Inc. 
Ferro Corporation 
Fidelity Financial Corporation 
Filtrol Corporation 
Firestone Tire & Rubber Company (The) 
First International Bancshares, Inc. 
First Mississippi Corporation 
First National Boston Corporation 
First National State Bancorporation 
First Virginia Banks, Inc. 
First Wisconsin Corp. 
Fisher Scientific Co. 
Fleming Companies, Inc. 
Florida East Coast Railway Company 
Florida Gas Company 
Florida Power Corp. 
Florida Power & Light Company 
Foote, Cone & Belding Communications, Inc. 
Ford Motor Company 
Foremost-McKesson, Inc. 
Fort Dearborn Income Securities, Inc. 
Foster Wheeler Corp. 
Foxboro Company (The) 
Freeport Minerals Co. 
Frigitronics, Inc. 
Fuqua Industries, Inc. 
GAF Corporation 
GCA Corporation 
Gable Industries, Inc. 
Gamble-Skogmo, Inc. 
Gannett Co., Inc. 
Gardner-Denver Company 
Garfinckel, Brooks Brothers, Miller & Rhoads, Inc. 
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Gas Service Company (The) 
Gearhart-Owen Industries, Inc. 
Gemini Fund 
General 
General 
General 
General 
General 
General 
General 
General 
General 
General 
General 
General 
General 
General 
General 
General 
General 
Genesco 
Genuine 
Georgia-Pacific Corp. 
Gerber Products Co. 
Getty Oil Company 
Giddings & Lewis, Inc. 
Gifford-Hill & Co., Inc. 
Gillette Company (The) 
Gino's Inc. 
Golden West Financial Corporation 
Goodrich (B. F.) Company (The) 
Goodyear Tire & Rubber Co. (The) 
Gould Inc. 
Grace (W. R.) & Co. 
Grainger (W. W.), Inc. 
Graniteville Company 
Gray Drug Stores, Incorporated 
Great Atlantic & Pacific Tea Co., Inc. (The) 
Great Lakes Dredge & Dock Company 
Great Northern Nekoosa Corporation 
Great Western Financial Corporation 
Green Giant Company 
Greyhound Corporation (The) 
Gulf United Corp. 
Gulf Oil Corporation 
Gulf States Utilities Company 
Gulf & Western Industries, Inc. 
HMW Industries, Inc. 
Hackensack Water Co. 
Hall (W. F.) Printing Company 
Halliburton Company 

American Investors Co., Inc. 
American Oil Company of Texas 
Bancshares Corporation 
Cinema Corp. 
Dynamics Corp. 
Electric Co. 
Foods Corp. 
Medical Corp. 
Mills, Inc. 
Motors Corp. 
Portland Inc. 
Public Utilities Corporation 
Refractories Company 
Signal Corp. 
Steel Industries, Inc. 
Telephone & Electronics Corp. 
Tire & Rubber Company (The) 
Incorporated 
Parts Co. 
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Hammermill Paper Co. 
Handy & Harman 
Hanes Corporation 
Hanna Mining Company (The) 
Hardee's Food Systems, Inc. 
Harnischfeger Corp. 
Harris Bankcorpf Inc. 
Hart Schaffner & Marx 
Harte-Hanks Communications, Inc. 
Hatteras Income Securities, Inc. 
Hawaiian Electric Company, Inc. 
Hazeltine Corporation 
Heck's Inc. 
Hecla Mining Company 
Heinz (H. J.) Company 
Helmerich & Payne, Inc. 
Hercules Incorporated 
Hershey Foods Corp. 
Hesston Corporation 
Heublein, Inc. 
Hewlett-Packard Co. 
Hilton Hotels Corp. 
Holiday Innsr Inc. 
Holly Sugar Corp. 
Homestake Mining Co. 
Hoover Ball and Bearing Company 
Horizon Corporation 
Hospital Affiliates International, Inc. 
Hospital Corporation of America 
Houdaille Industries, Incorporated 
Houghton Mifflin Co. 
Household Finance Corporation 
Houston Industries Incorporated 
Houston Natural Gas Corporation 
Hubbard Real Estate Investments 
Hughes Tool Company 
Humana Inc. 
Huyck Corporation 
IDS Realty Trust 
INA Corporation 
INA Investment Securities, Inc. 
IU International Corp. 
Ideal Basic Industries, Inc. 
Ideal Toy Corporation 
Illinos Power Company 
Illinois Tool Works Inc. 
INCO Limited 
Income and Capital Shares 
Indiana Gas Company, Inc. 
Indianapolis Power & Light Company 
Industrial National Corporation 



Inexco Oil Company 
Ingersoil-Rand Co. 
Inland Container Corporation 
Inland Steel Company 
Insilco Corporation 
Inspiration Consolidated Copper Company 
Integon Corporation 
Interlaker Inc. 
International Business Machines Corporation 
International Flavors & Fragrances Inc. 
International Minerals & Chemicals Corp. 
International Paper Co. 
International Telephone & Telegraph Corp. 
Interpace Corporation 
Interstate Power Co. 
Interstate United Corporation 
Iowa-Illinois Gas and Electric Company 
Iowa Power and Light Company 
Itek Corporation 
Jantzen Inc. 
The Japan Fund, Inc. 
Jefferson-Pilot Corp. 
Jim Walter Corporation 
John Hancock Income Securities Corporation 
John Hancock Investors Incorporated 
Johns-Manville Corp. 
Johnson Controls, Inc. 
Johnson (E. F.) Company 
Johnson & Johnson 
Jorgensen (Earle M.) Company 
Jostens, Inc. 
Joy Manufacturing Co. 
KLM Royal Dutch Airlines 
K Mart Corporation 
Raiser Aluminum & Chemical Corporation 
Kaiser Cement & Gypsum Corporation 
Kaiser Steel Corporation 
Kane-Miller Corp. 
Kaneb Services, Inc. 
Kansas City Power & Light Company 
Kansas City Southern Industries, Inc. 
Kansas Gas and Electric Company 
Kansas-Nebraska Natural Gas Co., Inc. 
Kansas Power and Light Company (The) 
Katy Industries, Inc. 
Keller Industries, Inc. 
Kellogg Company 
Kellwood Company 
Kentucky Utilities Co. 
Kerr-McGee Corporation 
Kidde (Walter) & Co., Inc. 



Kimberly-Clark Corp. 
Kirsch Company 
Knight-Ridder Newspapers, Inc. 
Koehring Company 
Koppers Company, Inc. 
Koracorp Industries Incorporated 
Kraft, Inc. 
Kubota, Ltd. 
Kysor Industrial Corporation 
LFE Corporation 
The Lamson & Sessions Co. 
Leesona Corporation 
Lehigh Portland Cement Company 
Leverage Fund of Boston 
Levi Strauss & Co. 
Levitz Furniture Corp. 
Liberty Corporation (The) 
Lilly (Eli) and Co. 
Lincoln National Corp. 
Lionel Corporation (The) 
Lockheed Corp. 
Loctite Corporation 
Lomas & Nettleton Financial Corp. 
Lone Star Industries, Inc. 
Long Island Lighting Company 
Louisiana-Pacific Corp. 
Louisville Gas and Electric Company 
M. Lowenstein & Sons, Incorporated 
Lubrizol Corporation (The) 
Lucky Stores, Inc. 
Ludlow Corporation 
Lukens Steel Company 
Lykes Corporation 
Mallory (P. R.) & Co., Inc. 
Manufacturers Hanover Corporation 
MAPCO Inc. 
Marathon Manufacturing Company 
Marathon Oil Company 
Marine Midland Banks, Incorporated 
Marion Laboratories, Inc. 
Marriott Corporation 
Marshall Field & Co. 
Mary Kay Cosmetics, Inc. 
Masco Corporation 
Masonite Corporation 
Massmutual Mortgage and Realty Investors 
Massey-Ferguson Ltd. 
May Department Stores Company (The) 
Mays (J. W.), Inc. 
Maytag Company (The) 
McDonald's Corporation 



McDonough Co. 
McGraw-Edison Co. 
McGraw-Hill, Inc. 
Mclntyre Mines Limited 
McLean Trucking Co. 
McLouth Steel Corp. 
McNeil Corporation 
Mead Corporation (The) 
Medusa Corporation 
Mercantile Stores Company, Inc. 
Merck & Co., Inc. 
Meredith Corporation 
Merrill Lynch & Co., Inc. 
Metro-Goldwyn-Mayer Inc. 
Michigan Gas Utilities Company 
Mid-Continent Telephone Corporation 
Middle South Utilities, Inc. 
Midland Mortgage Investors Trust 
Midland-Ross Corp. 
Miles Laboratories, Inc. 
Milton Bradley Co. 
Minnesota Gas Company 
Minnesota Mining and Manufacturing Company 
Minnesota Power & Light Company 
Missouri Pacific Corp. 
Mobil Corporation 
Mohasco Corporation 
Mohawk Rubber Company (The) 
Molycorp, Inc. 
Monarch Machine Tool Company (The) 
Monsanto Company 
Montana-Dakota Utilities Co. 
Montana Power Company (The) 
Montgomery Street Income Securities, Inc. 
Mony Mortgage Investors 
J. P. Morgan & Co., Incorporated 
Mortgage Trust of America 
Morton-Norwich Products, Inc. 
Motorola, Inc. 
Mountain Fuel Supply Company 
Mountain States Telephone and Telegraph Company (The) 
Munford, Inc. 
Munsingwear, Inc. 
Murphy (G. C.) Company 
Murphy Oil Corporation 
Mutual of Omaha Interest Shares 
Myers (L. E.) Co. (The) 
NCR Corporation 
NL Industries 
NLT Corporation 
NVF Company 



Nalco Chemical Company 
Nashua Corporation 
National Airlines Incorporated 
National Can Corp. 
National Chemsearch Corporation 
National Detroit Corporation 
National Distillers and Chemical Corp. 
National Fuel Gas Co. 
National Gypsum Co. 
National Homes Corp. 
National Medical Care, Inc. 
National-Standard Company 
National Steel Corp. 
National Tea Company 
Natomas Company 
Neptune International Corporation 
New England Electric System 
New England Gas and Electric Association 
New England Telephone and Telegraph Co. 
New York State Electric & Gas Corporation 
Newhall Land and Farming Company (The) 
Newmont Mining Corp. 
Niagara Mohawk Power Corporation 
Niagara Share Corp. 
NICOR Inc. 
Norfolk & Western Railway Company 
Norlin Corporation 
Norris Industries Incorporated 
North American Coal Corporation (The) 
North Central Airlines, Inc. 
Northeast Utilities 
Northern Natural Gas Company 
Northern States Power Company (Minn.) 
Northern Telecom Ltd. 
Northgate Exploration Limited 
Northwest Airlines, Incorporated 
Northwest Industries, Inc. 
Northwestern Mutual Life Mortgage and Realty Investors 
Northwestern Steel and Wire Company 
Norton Company 
OKC Corp. 
Oak Industries, Inc. 
Occidental Petroleum Corporation 
Ohio Edison Company 
Oklahoma Gas and Electric Company 
Oklahoma Natural Gas Company 
Omark Industries, Inc. 
Oneida Ltd. 
Opelika Manufacturing Corporation 
Orange and Rockland Utilities, Inc. 
Outboard Marine Corporation 



Outlet Company (The) 
Overnite Transportation Co* 
Overseas Shipholding Group, Inc. 
Owens-Corning Fiberglas Corporation 
PPG Industries, Incorporated 
Pacific American Income Shares, Inc. 
Pacific Gas and Electric Company 
Pacific Lighting Corporation 
Pacific Power & Light Company 
Pacific Telephone and Telegraph Co. (The) 
Pacific Tin Consolidated Corp. 
Paine Webber Inc. 
Pamida, Inc. 
Pan American World Airways, Inc. 
Panhandle Eastern Pipe Line Company 
Pargas, Inc. 
Paricer-Hannifin Corporation 
Parker Pen Company (The) 
Pennsylvania Power & Light Company 
Pennzoil Company 
Peoples Gas Company 
PepsiCo, Inc. 
Perkin-Elmer Corporation (The) 
Petrolane, Inc» 
Petroleum & Resources Corporation 
Phelps Dodge Corp. 
Philadelphia Electric Company 
Philip Morris Inc. 
Philips Industries Inc., (Ohio) 
Phillips Petroleum Company 
Phillips-Van Heusen Corporation 
Pickwick International, Inc. 
Pier 1. Imports, Inc. 
Pillsbury Company (The) 
Pioneer Corporation 
Pioneer Electronic Corporation 
Pitney-Bowes, Inc. 
Pittsburgh Forgings Company 
Pizza Hut, Inc. 
Planning Research Corporation 
Playboy Enterprises, Inc. 
Plessey Company Limited (The) 
Polaroid Corporation 
Ponderosa System, Inc. 
Pope & Talbot, Inc. 
Potlatch Corporation 
Potomac Electric Power Company 
Premier Industrial Corporation 
Procter & Gamble Company (The) 
Public Service Company of Colorado 
Public Service Company of Indiana, Inc. 
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Public Service Company of New Hampshire 
Public Service Company of New Mexico 
Public Service Electric and Gas Co. 
Puerto Rican Cement Coimpanyr Inc. 
Puget Sound Power & Light Company 
Pullman Incorporated 
Purolator, Inc. 
Quaker Oats Company (The) 
Quaker State Oil Refining Corp. 
Questor Corporation 
RCA Corporation 
RTE Corporation 
Ralston Purina Company 
Ramada Inns, Inc. 
Ranco Incorporated 
Raymond International, Incorporated 
Raytheon Company 
Reading & Bates Offshore Drilling Co. 
Reliance Electric Co. 
Republic Financial Servicesf Inc. 
Republic Mortgage Investors 
Republic of Texas Corporation 
Republic Steel Corp 
Reserve Oil and Gas Company 
Revere Copper and Brass Incorporated 
Rexham Corporation 
Rexnord Inc. 
Reynolds (R. J.) Industries, Inc. 
Reynolds Metals Co. 
Richardson Company (The) 
Richardson-Merrell Incorporated 
Riegel Textile Corporation 
Rio Grande Industries, Inc. 
Rite Aid Corporation 
Robertshaw Controls Company 
Robertson (H. H.) Company 
Robins (A. H.) Company, Inc. 
Rochester Gas and Electric Corp. 
Rochester Telephone Corporation 
Rockower Brothers, Incorporated 
Rohm and Haas Co. 
Roper Corporation 
Rorer Group Inc. 
Rosario Resources Corporation 
Royal Crown Companies, Inc. 
Royal Dutch Petroleum Company 
Rubbermaid Inc. 
Russ Togs, Inc. 
Ryder System, Inc. 
SCOA Industries, Incorporated 
Core Industries, Inc. 



Sabine Corporation 
Safeguard Industriesf Inc. 
Safeway Stores, Inc. 
Saga Corporation 
St. Joe Minerals Corporation 
St. Joseph Light & Power Company 
St. Louis-San Francisco Railway Company 
St. Regis Paper Co. 
Sambo's Restaurantsr Inc. 
San Diego Gas & Electric Company 
Sanders Associates, Inc. 
Santa Fe Industries, Inc. 
Sargent-Welch Scientific Company 
B. F. Saul Real Estate Investment Trust 
Sav-A-Stop Inc. 
Savannah Electric and Power Company 
Savin Business Machines Corporation 
Sav-On-Drugs, Inc. 
Schering-Plough Corp. 
Schlitz (Jos.) Brewing Company 
Schlumberger Ltd. 
Scott Foresman and Company 
Scott Paper Company 
Scovill Manufacturing Company 
Scudder Duo-Vest Incorporated 
Seaboard Cost Line Industries, Inc. 
Seagram Company Ltd. (The) 
Service Corporation International 
Servomation Corp. 
Shakespeare Company 
Shapell Industries, Incorporated 
Shell Oil Company 
The Shell Transport & Trading Co., Ltd. 
Sherwin-Williams Company (The) 
Sierra Pacific Power Company 
Signal Companies (The), Inc. 
Singer Company (The) 
Skaggs Companies, Inc. 
Smith (A.0.) Corporation 
Smithkline Corporation 
Smith's Transfer Corporation 
Sony Corporation 
Soo Line Railroad Co. 
South Carolina Electric & Gas Company 
South Jersey Industries, Inc. 
Southdown, Incorporated 
Southeast Banking Corp. 
Southern California Edison Company 
Southern Company (The) 
Southern Indiana Gas and Electric Company 
Southern New England Telephone Co. 



Southern Pacific Co. 
Southern Railway Co. 
Southern Union Co. 
Southland Corporation (The) 
Southland Royalty Co. 
Southwest Bancshares, Incorporated 
Southwest Forest Industries, Inc. 
Southwestern Public Service Company 
Spartan Food Systems, Inc. 
Sparton Corporation 
Sperry and Hutchinson Company (The) 
Sperry Rand Corporation 
Square D Company 
Squibb Corporation 
Standard Brands Incorporated 
Standard Brands Paint Company 
Standard Oil Company of California 
Standard Oil Company (Indiana) 
Standard Oil Company (The) (Ohio) 
Standard Pressed Steel Co. 
Standex International Corporation 
Starrett (L.S.) Company (The) 
State Mutual Investors 
Stauffer Chemical Company 
Sterchi Brothers Stores, Incorporated 
Sterling Drug Inc. 
Sterndent Corp. 
J.P. Stevens & Co. Inc. 
Stewart-Warner Corp. 
Stone & Webster, Inc. 
Stride Rite Corporation (The) 
Studebaker-Worthington, Inc. 
Suave Shoe Corporation 
Suburban Propane Gas Corporation 
Sunbeam Corporation 
Sundstrand Corporation 
Sun Oil Company, Inc. 
Supermarkets General Corporation 
Sutro Mortgage Investment Trust 
Swank, Inc. 
Sybron Corporation 
Sycor, Inc. 
TRW Inc. 
Talley Industries, Inc. 
Tampa Electric Co. 
Tandy Corporation 
Tandycrafts, Inc. 
Tappan Company (The) 
Technicolor, Inc. 
Technicon Corporation 
Telecor, Inc. 



Texaco Inc. 
Texas Commerce Bancsharesr Inc. 
Texas Eastern Corp. 
Texas Gas Transmission Corporation 
Texas Industriesf Inc. 
Texas Instruments Incorporated 
Texas Oil & Gas Corp. 
Texas Utilities Co. 
Texasgulf Inc. 
Thiokol Corporation 
Thomas Industries Inc. 
Thompson (J. Walter) Company 
Thrifty Corporation 
Ticor 
Tidewater Marine Servicer Inc. 
Tiger International, Inc. 
Times Mirror Company (The) 
Timken Company (The) 
Tishman Realty & Construction Co., Inc. 
Tobin Packing Co., Inc. 
Todd Shipyards Corp. 
Toledo Edison Company (The) 
Tracor, Inc. 
Transaraerica Corporation 
Transco Companies, Inc. 
Transcon Lines 
Trans World Airlines 
Travelers Corporation (The) 
Triangle Industries, Incorporated 
Tri-Continental Corp. 
Trinity Industries, Inc. 
Tri-South Mortgage Investors 
Tucson Gas & Electric Company 
Twin Disc, Incorporated 
Tyco Laboratories, Inc. 
Tyler Corporation 
Unarco Industries, Inc. 
Unilever Limited 
Union Bancorp, Inc. 
Union Carbide Corp. 
Union Commerce Corp. 
Union Electric Co. 
Union Oil Company of California 
United Financial Corp. of California 
United Guaranty Corp. 
United Illuminating Company (The) 
United Industrial Corp. 
United Inns, Inc. 
United Jersey Banks 
United Refining Co. 
United States Fidelity & Guaranty Company 



U.S. & Foreign Securities Corp. 
United States Gypsum Company 
U.S. Realty Investments 
United States Shoe Corporation 
United States Steel Corporation 
United Telecommunications, Inc. 
Unitrode Corporation 
Univar Corporation 
Universal Foods Corp. 
Universal Leaf Tobacco Co., Inc. 
Upjohn Company (The) 
USLIFE Corporation 
Utah Power & Light Company 
V. F. Corporation 
Varo, Inc. 
Vestaur Securities, Inc. 
Viacom International Inc. 
Victor Comptometer Corporation 
Virginia Electric and Power Company 
Vulcan Materials co. 
Wachovia Corporation (The) 
Wallace Business Formsr Inc. 
Wal-Mart Stores, Inc. 
Washington Gas Light Company 
Washington National Corporation 
Washington Steel Corporation 
Washington Water Power Company (The) 
Waste Management, Inc. 
Watkins-Johnson Co. 
Wayne-Gossard Corp. 
Wean United, Inc. 
Webb (Del E.) Corp. 
Wells Fargo & Company 
Wells Fargo Mortgage Investors 
Western Air Lines, Incorporated 
Western Bancorporation 
Western Company of the North American (The) 
Western Pacific Industries, Inc. 
Western Publishing Co., Inc. 
Western Union Corp. 
Westinghouse Electric Corporation 
Westvaco Corporation 
Weyerhaeuser Company 
Wheeling-Pittsburgh Steel Corporation 
Whirlpool Corporation 
Whittaker Corporation 
Wieboldt Stores, Inc. 
Winn-Dixie Stores, Incorporated 
Winnebago Industries, Inc. 
Wisconsin Electric Power Company 
Wisconsin Gas Company 



Wisconsin Public Service Corporation 
Wolverine World Wide, Inc. 
Wometco Enterprises, Inc. 
Woods Corporation 
Woods Petroleum Corp. 
Woolworth (P.W.) Co. 
Wrigley (Wm.) Jr. Company 
Wurlitzer Company (The) 
Wylain, Inc. 
Xerox Corporation 
Yates Industries, Inc. 
Zale Corporation 
Zurn Industries, Inc. 



APPENDIX D 

ARS SAMPLE 
FIRM NUMBER, FIRM NAME, IMPACT DATE, STATIONARITY 

1 Addressograph-Multigraph Corporation 10/01/75 S 
2 Addressograph-Multigraph Corporation 10/06/76 S 
3 Addressograph-Multigraph Corporation 10/07/77 NS 
4 Air Products & Chemicals 11/24/75 NS 
5 Air Products & Chemicals 12/08/77 S 
6 Airborne Freight Corp. 03/15/76 S 
7 Allied Chemical Corp. 03/15/76 US 
8 American Can Company 03/03/77 S 
9 American Hoist & Derrick Company 02/05/76 S 
10 American Hoist & Derrick Company 02/27/76 S 
11 American Home Products Corporation 03/14/77 s 
12 American Natural Resources Company 03/08/76 s 
13 American Natural Resources Company 03/04/77 NS 
14 AMP, Inc. 03/10/76 NS 
15 AMP, Inc. 03/09/77 S 
16 Ampex Corporation 07/14/76 s 
17 Ampex Corporation 07/13/77 NS 
18 Amsted Industries, Inc. 12/08/75 NS 
19 Amsted Industries, Inc. 12/06/76 S 
20 Anchor Hocking Corp. 03/15/76 S 
21 Angelica Corporation 03/14/77 NS 
22 Angelica Corporation 03/31/75 S 
23 Aristar, Inc. 04/12/76 S 
24 Arizona Public Service Company 09/12/77 S 
25 Arkansas Louisiana Gas Company 03/15/76 S 
26 Armco Inc. 02/23/77 S 
27 Armstrong Cork Company 03/17/76 S 
28 Baltimore Gas and Electric Company 03/03/76 NS 
29 Bankers Trust New York Corporation 03/08/76 S 
30 Bausch & Lomb Inc. 03/12/76 S 
31 Black and Decker 

Manufacturing Co. (The) 03/16/76 NS 
32 Boston Edison Company 12/03/75 NS 
33 Boston Edison Company 03/15/76 S 
34 Brockway Glass Company, Inc. 03/14/77 S 
35 Brockway Glass Company, Inc. 03/08/76 S 
36 Bunker Ramo Corporation 03/07/77 NS 
37 Burndy Corporation 03/15/76 NS 
38 Burndy Corporation 03/15/76 S 
39 C. I. T. Financial Corp. 03/14/77 S 
40 C. I. T. Financial Corp. 03/10/76 S 
41 Callahan Mining Corporation 03/07/77 NS 
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42 Callahan Mining Corporation 03/11/76 NS 
43 Carpenter Technology Corporation 03/11/77 S 
44 Caterpillar Tractor Co. 09/06/77 S 
45 Centex Corporation 02/10/77 S 
46 Centex Corporation 06/12/75 S 
47 Central Hudson Gas & 

Electric Corporation 06/15/76 S 
48 Central Hudson Gas & 

Electric Corporation 03/03/76 S 
49 Central Illinois Light Company 03/09/77 NS 
50 Central Illinois Public 

Service Company 03/02/77 S 
51 Central Illinois Public 

Service Company 03/12/76 NS 
52 Central Soya Company, Inc. 03/10/77 S 
53 Cessna Aircraft Company (The) 11/12/75 S 
54 Charter New York Corp. 11/15/76 S 
55 Chris-Craft Industries, Incorporated 03/15/76 S 
56 Cincinnati Bell Inc. 11/07/75 S 
57 Cincinnati Gas & 

Electric Company (The) 03/14/77 s 
58 Cincinnati Gas & 

Electric Company (The) 02/17/76 NS 
59 Cincinnati Milacron Incorporated 02/17/77 S 
60 Clark Equipment Company 03/01/76 S 
61 Clark Equipment Company 03/02/77 S 
62 Cleveland Electric 

Illuminating Co. (The) 03/12/76 S 
63 CIorox Company (The) 09/15/75 S 
64 Colonial Stores, Inc. 02/25/76 S 
65 Colonial Stores, Inc. 02/23/77 s 
66 Communications Satellite Corporation 03/26/76 s 
67 Compugraphic Corporation 12/13/76 NS 
68 Compugraphic Corporation 12/19/77 S 
69 Computer Sciences Corporation 06/07/76 - S 
70 Conagra, Inc. 08/10/76 S 
71 Conn. General Mortgage & 

Realty Investments 06/07/76 S 
72 Conn. General Mortgage & 

Realty Investments 06/06/77 NS 
73 Consolidated Freightways Inc. 03/01/76 NS 
74 Cooper Industries, Inc. 03/15/76 S 
75 Cooper Industries, Inc. 03/14/77 NS 
76 Crocker National Corp. 02/27/76 S 
77 Crouse-Hinds Company 03/04/77 NS 
78 Cummin Engine Company, Inc. 03/15/76 S 
79 Cummin Engine Company, Inc. 03/10/77 NS 
80 Dan River Incorporated 03/01/76 S 
81 Dan River Incorporated 03/14/77 NS 
82 Deere & Company 01/05/77 NS 
83 Delmarva Power & Light Company 03/02/77 S 
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84 Dennison Manufacturing Company 
85 Detroit Edison Company (The) 
86 Dexter Corporation (The) 
87 Diamond Shamrock Corp. 
88 Dictaphone Corporation 
89 Dictaphone Corporation 
90 Dillingham Corporation 
91 Donnelley (R. R.) and Sons Company 
92 Eckerd (Jack) Corp. 
93 El Paso Company 
94 Empire District Electric 

Company, Inc. 
95 Entex, Inc. 
96 Pairchild Industries, Inc. 
97 Federal Company (The) 
98 Ferro Corporation 
99 First National State Bancorporation 

100 First National State Bancorporation 
101 First Virginia Banks, Inc. 
102 First Wisconsin Corp. 
103 First Wisconsin Corp. 
104 GAF Corporation 
105 Gable Industries, Inc. 
106 Gable Industries, Inc. 
107 Gas Service Company (The) 
108 Gas Service Company (The) 
109 General Foods Corp. 
110 General Foods Corp. 
111 General Foods Corp. 
112 General Portland Inc. 
113 General Signal Corp. 
114 General Steel Industries, Inc. 
115 Georgia-Pacific Corp. 
116 Gillette Company (The) 
117 Gillette Company (The) 
118 Gino's Inc. 
119 Gino's Inc. 
120 Golden West Financial Corporation 
121 Graniteville Company 
122 Graniteville Company 
123 Great Lakes Drede & Dock Company 
124 Great Lakes Drede & Dock Company 
125 Great Western Financial Corporation 
126 Great Western Financial Corporation 
127 HMW Industries, Inc. 
128 HMW Industries, Inc. 
129 HMW Industries, Inc. 
130 Hall (W. F.) Printing Company 
131 Hanna Mining Company (The) 
132 Harnischfeger Corp. 
133 Harnischfeger Corp. 

03/16/77 S 
03/17/76 S 
03/09/77 S 
03/10/76 NS 
03/03/76 S 
03/08/77 S 
03/15/76 S 
02/14/77 NS 
10/17/77 S 
03/14/77 S 

03/17/77 S 
09/17/75 S 
03/17/77 S 
08/11/75 S 
03/17/76 S 
03/12/76 S 
03/07/77 S 
03/01/77 S 
02/23/76 NS 
02/22/77 S 
03/14/77 S 
03/08/76 S 
03/09/77 S 
03/15/76 S 
03/14/77 S 
06/11/75 S 
06/14/76 NS 
06/13/77 S 
03/01/76 S 
03/14/77 S 
03/11/77 S 
03/07/77 NS 
03/15/76 S 
03/17/77 NS 
03/15/76 NS 
03/14/77 S 
03/17/77 S 
03/18/76 S 
03/21/77 S 
03/02/76 NS 
03/07/77 NS 
03/08/76 NS 
03/11/77 S 
04/14/75 NS 
04/21/76 NS 
04/22/77 S 
05/31/77 NS 
03/16/77 NS 
12/26/75 NS 
12/22/76 S 
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134 Harnischfeger Corp. 12/30/77 S 
135 Hawaiian Electric Company, Inc. 03/10/76 S 
136 Hawaiian Electric Company, Inc. 03/14/77 NS 
137 Hazeltine Corporation 03/15/76 S 
138 Hershey Foods Corp. 03/09/76 S 
139 Hesston Corporation 12/20/76 S 
140 Holly Sugar Corp. 05/22/75 S 
141 Holly Sugar Corp. 05/21/76 NS 
142 Holly Sugar Corp. 05/23/77 S 
143 Huyck Corporation 03/17/76 NS 
144 Huyck Corporation 03/21/77 S 
145 Illinois Tool Works Inc. 03/14/77 NS 
146 Inexco Oil Company 03/03/76 NS 
147 International Minerals & 

Chemicals Corp. 08/28/75 S 
148 International Minerals & 

Chemicals Corp. 09/03/76 S 
149 International Paper Co. 03/03/77 S 
150 Interpace Corporation 03/17/76 S 
151 Interstate Power Co. 03/08/76 S 
152 Interstate Power Co. 03/14/77 NS 
153 Itek Corporation 03/10/77 NS 
154 Jantzen Inc. 11/10/75 S 
155 Jantzen Inc. 11/07/77 S 
156 Johnson & Johnson 03/17/77 S 
157 Kellogg Company 03/04/77 S 
158 Kellwood Company 07/16/75 S 
159 Kellwood Company 07/06/76 S 
160 Kellwood Company 07/11/77 S 
161 Kentucky Utilities Co. 03/10/76 NS 
162 Kentucky Utilities Co. 03/09/77 S 
163 Kimberly-Clark Corp. 03/09/77 S 
164 Kirsch Company 09/15/75 S 
165 Kirsch Company 09/13/76 S 
166 Kirsch Company 09/12/77 S 
167 Kraft, Inc. 03/08/76 S 
168 Kraft, Inc. 03/14/77 S 
169 Lamson & Sessions Company 03/21/77 S 
170 Lehigh Portland Cement Company 03/11/76 S 
171 Levitz Furniture Corp. 03/08/76 S 
172 Levitz Furniture Corp. 03/07/77 S 
173 Lilly (Eli) and Co. 03/03/76 S 
174 Lone Star Industries, Inc. 03/17/77 S 
175 Lubrizol Corporation (The) 03/12/76 NS 
176 Lubrizol Corporation (The) 03/14/77 S 
177 Lukens Steel Company 03/03/77 S 
178 Masco Corporation 03/17/76 S 
179 Massmutual Mortgage and 

Realty Investors 01/14/76 S 
180 Massmutual Mortgage and 

Realty Investors 01/26/77 S 
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181 Maytag Company (The) 03/03/76 S 
182 Maytag Company (The) 03/03/77 S 
183 Mclntyre Mines Limited 03/08/76 S 
184 Meredith Corporation 09/15/75 NS 
185 Mid-Continent Telephone Corporation 03/21/77 S 
186 Midland Mortgage Investors Trust 09/04/75 S 
187 Midland-Ross Corp. 02/10/76 S 
188 Minnesota Power & Light Company 03/29/76 NS 
189 Mohawk Rubber Company (The) 03/03/76 S 
190 Mohawk Rubber Company (The) 03/07/77 S 
191 Montana-Dakota Utilities Co. 03/23/76 S 
192 Mony Mortgage Investors 07/21/75 S 
193 Mony Mortgage Investors 08/10/76 S 
194 Mony Mortgage Investors 08/08/77 S 
195 Munsingwear, Inc. 03/22/76 S 
196 NVF Company 03/14/77 NS 
197 Nalco Chemical Company 03/01/77 S 
198 National-Standard Company 12/17/75 S 
199 Neptune International Corporation 03/18/76 S 
200 Newhall Land and Farming 

Company (The) 05/12/75 NS 
201 Northern Natural Gas Company 02/28/77 S 
202 Northwestern Mutual Life Mortgage 06/12/75 S 

and Realty Investors 
203 Northwestern Mutual Life Mortgage 06/10/76 S 

and Realty Investors 
204 Northwestern Mutual Life Mortgage 06/09/77 NS 

and Realty Investors 
205 Omark Industries, Inc. 09/12/75 S 
206 Orange and Rockland Utilities, Inc. 03/03/76 S 
207 Orange and Rockland Utilities, Inc. 03/07/77 S 
208 Owens-Corning Fiberglas Corporation 03/01/76 S 
209 Owens-Corning Fiberglas Corporation 03/07/77 S 
210 Pacific Lighting Corporation 02/23/76 S 
211 Pacific Lighting Corporation 02/18/77 S 
212 Pacific Tin Consolidated Corp. 04/25/77 S 
213 Paine Webber Inc. 12/05/77 NS, 
214 Pargas, Inc. 02/27/76 S 
215 Philips Industries Inc., (Ohio) 06/04/75 S 
216 Philips Industries Inc., (Ohio) 05/28/76 S 
217 Pillsbury Company (The) 08/04/75 S 
218 Pittsburgh Forgings Company 03/10/76 S 
219 Pittsburgh Forgings Company 03/09/77 S 
220 Plessey Company Limited (The) 07/26/76 S 
221 Ponderosa System, Inc. 05/12/75 S 
222 Ponderosa System, Inc. 05/09/77 NS 
223 Pope & Talbot, Inc. 03/03/76 S 
224 Pope & Talbot, Inc. 03/01/77 NS 
225 Public Service Company of 

Indiana, Inc. 02/26/76 S 
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226 Public Service 
Company of Indiana, Inc. 02/24/77 S 

227 Puerto Rican Cement Coimpany, Inc. 03/21/77 S 
228 Purolator, Inc. 03/10/77 NS 
229 Ralston Purina Company 12/13/77 S 
230 Ranco Incorporated 12/19/77 NS 
231 Rexnord Inc. 12/27/76 S 
232 Rexnord Inc. 12/27/77 S 
233 Reynolds (R. J.) Industries, Inc. 03/04/76 S 
234 Richardson Company (The) 02/27/76 NS 
235 Richardson Company (The) 03/02/77 NS 
236 Riegel Textile Corporation 12/12/77 S 
237 Robertshaw Controls Company 03/10/76 S 
238 Rohm and Haas Co. 03/08/76 S 
239 Rubbermaid Inc. 02/25/77 S 
240 Saga Corporation 09/13/76 NS 
241 St. Louis-San Francisco 

Railway Company 03/23/76 NS 
242 Sanders Associates, Inc. 09/15/75 S 
243 Schering-Plough Corp. 03/18/77 S 
244 SCOA Industries, Inc. 04/07/75 NS 
245 SCOA Industries, Inc. 04/05/76 S 
246 SCOA Industries, Inc. 04/11/77 NS 
247 Sherwin-Williams Company (The) 11/10/75 S 
248 Sherwin-Williams Company (The) 11/12/76 S 
249 Smith (A.O.) Corporation 02/25/76 NS 
250 Smithkline Corporation 03/15/76 S 
251 Smithkline Corporation 03/18/77 S 
252 South Jersey Industries, Inc. 03/16/76 S 
253 South Jersey Industries, Inc. 03/17/77 S 
254 Southeast Banking Corp. 02/24/76 S 
255 Southeast Banking Corp. 02/07/77 S 
256 Southern California Edison Company 03/07/77 S 
257 Southern New England Telephone Co. 03/03/77 S 
258 Southern Railway Co. 03/18/77 NS 
259 Southern Union Co. 03/22/76 S 
260 Southwest Forest Industries, Inc. 03/17/77 S 
261 Southwestern Public Service Company 11/14/77 S 
262 Staley (A. E.) Manufacturing Company 12/24/75 NS 
263 Sterchi Brothers Stores, Inc. 04/23/75 NS 
264 Sterchi Brothers Stores, Inc. 04/21/76 S 
265 Sterchi Brothers Stores, Inc. 04/25/77 NS 
266 Stone & Webster, Inc. 03/07/77 S 
267 Sunbeam Corporation 06/05/75 S 
268 Sunbeam Corporation 06/03/76 S 
269 Sunbeam Corporation 06/02/76 S 
270 Sutro Mortgage Investment Trust 05/07/75 S 
271 Sutro Mortgage Investment Trust 05/26/77 S 
272 Talley Industries, Inc. 06/14/76 NS 
273 Tampa Electric Co. 03/01/76 S 
274 Texas Eastern Corp. 02/13/76 S 
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275 Texas Eastern Corp. 
276 Texas Industries, Inc. 
277' Texas Industries, Inc. 
278 Texas Industries, Inc. 
279 Thomas Industries Inc. 
280 Ticor 
281 Travelers Corporation (The) 
282 Travelers Corporation (The) 
283 Trinity Industries, Inc. 
284 United Illuminating Company (Th 
285 United Jersey Banks 
286 United States Gypsum Company 
287 United States Gypsum Company 
288 United Telecommunications, Inc. 
289 United Telecommunications, Inc. 
290 Viacom International Inc. 
291 Viacom International Inc. 
292 Wachovia Corporation (The) 
293 Wachovia Corporation (The) 
294 Wallace Business Forms, Inc. 
295 Wallace Business Forms, Inc. 
296 Walter (Jim) Corporation 
297 Walter (Jim) Corporation 
298 Washington Gas Light Company 
299 Washington Gas Light Company 
300 Washington Water Power Company 
301 Wells Fargo & Company 
302 Western Company of 

North America (The) 
303 Western Company of 

North America (The) 
304 Western Publishing Co., Inc. 
305 Western Publishing Co., Inc. 
306 Westvaco Corporation 
307 Winn-Dixie Stores, Incorporated 
308 Winnebago Industries, Inc. 
309 Wisconsin Gas Company 
310 Wrigley (Wm.) Jr. Company 
311 Wurlitzer Company (The) 
312 Wurlitzer Company (The) 

02/28/77 NS 
08/06/75 S 
08/06/76 NS 
08/12/77 S 
03/14/77 NS 
03/16/77 S 
03/05/76 S 
03/03/77 NS 
06/06/75 S 

e) 03/14/77 NS 
03/21/77 S 
03/15/76 NS 
03/16/77 NS 
03/05/76 S 
03/11/77 NS 
03/08/76 NS 
03/17/77 S 
03/15/76 S 
03/02/77 S 
10/03/75 S 
10/03/77 NS 
11/03/75 S 
11/01/76 NS 
02/23/76 S 
02/28/77 S 

(The) 03/29/76 S 
03/18/76 S 

03/15/76 S 

03/14/77 S 
03/05/76 S 
03/14/77 S 
12/15/77 NS 
09/08/77 S 
10/27/76 NS 
03/07/77 S 
02/17/76 S 
05/10/76 S 
06/08/77 S 



APPENDIX E 

10-K SAMPLE 
FIRM NUMBER, FIRM NAME, IMPACT DATE, STATIONARITY 

1 ARA Services, Inc. 02/02/76 NS 
2 Addr es sograph-Multi graph Corpor ati on 10/27/76 S 
3 Alabama Gas Corporation 12/23/77 S 
4 Alleghany Corporation 05/03/76 NS 
5 American Century Mortgage Investors 09/28/77 NS 
6 Ampex Corporation 07/30/76 S 
7 Ampex Corporation 07/29/77 NS 
8 Amstar Corporation 09/27/76 S 
9 Amstar Corporation 09/27/77 S 

10 Amsted Industries, Inc. 12/24/77 S 
11 Angelica Corporation 04/28/75 S 
12 Angelica Corporation 04/28/76 S 
13 Archer Daniels Midland Company 09/27/76 S 
14 Archer Daniels Midland Company 09/27/77 s 
15 Beech Aircraft Corp. 12/31/75 s 
16 Black and Decker 

Manufacturing Co. (The) 12/22/75 s 
17 Blue Bell, Inc. 12/28/77 s 
18 Boston Edison Company 09/29/75 NS 
19 Briggs Stratton Corporation 09/28/76 S 
20 Briggs Stratton Corporation 09/23/77 S 
21 Caterpillar Tractor Co. 06/29/76 S 
22 Central Soya Company, Inc. 11/30/76 NS 
23 Cessna Aircraft Company (The) 12/29/75 S 
24 Cessna Aircraft Company (The) 12/22/76 NS 
25 Chris-Craft Industries, Incorporated 11/28/75 S 
26 Chris-Craft Industries, Incorporated 11/26/76 S 
27 Clorox Company (The) 09/29/75 S 
28 CIorox Company (The) 10/04/77 S 
29 Colonial Stores, Inc. 03/22/76 S 
30 Communications Satellite Corporation 04/29/76 S 
31 Compugraphic Corporation 12/30/76 NS 
32 Computer Sciences Corporation 06/25/76 S 
33 Conagra, Inc. 09/29/75 S 
34 Conn. General Mortgage & 

Realty Investments 06/21/76 S 
35 Conn. General Mortgage & 

Realty Investments 06/27/77 S 
36 Cutler Hammer Incorporated 04/04/77 S 
37 Dan River Incorporated 04/05/76 S 
38 Dana Corporation 11/26/76 S 
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39 Dana Corporation 11/29/77 S 
40 Del Monte Corporation 08/25/76 S 
41 Diebold, Incorporated 03/12/76 S 
42 Empire Gas Corporation 10/06/77 S 
43 Ennis Business Forms, Inc. 05/30/75 S 
44 Ennis Business Forms, Inc. 06/01/76 NS 
45 Envirotech Corporation 06/30/75 S 
46 Esmark, Inc. 01/20/76 S 
47 Federal Company (The) 09/03/75 S 
48 Foremost-McKesson, Inc. 06/26/75 S 
49 Foremost-McKesson, Inc. 06/28/77 NS 
50 General Foods Corp. 06/27/75 S 
51 Graniteville Company 04/04/77 S 
52 Great Lakes Dredge & Dock Company 03/30/76 S 
53 Harrahs 09/24/76 S 
54 Holly Sugar Corp. 06/23/75 S 
55 Holly Sugar Corp. 06/18/76 s 
56 Holly Sugar Corp. 06/20/77 s 
57 Inexco Oil Company 03/22/76 NS 
58 International Harvester Co. 01/26/76 S 
59 Interstate Power Co. 04/05/77 S 
60 Jantzen Inc. 11/28/75 S 
61 Jantzen Inc. 12/02/77 S 
62 Kirsch Company 09/29/75 S 
63 Kirsch Company 09/27/76 s 
64 Kirsch Company 09/26/77 s 
65 Lane Byrant,Inc. 05/03/76 s 
66 Levitz Furniture Corp. 05/06/77 NS 
67 Liberty Corporation (The) 09/30/77 NS 
68 Lionel Corporation (The) 09/23/76 S 
69 Lomas & Nettleton Mortgage Investors 10/01/75 S 
70 Lomas & Nettleton Mortgage Investors 09/29/76 S 
71 Lukens Steel Company 03/21/77 NS 
72 Magic Chef, Inc. 09/30/77 S 
73 Massmutual Mortgage and 

Realty Investors 01/28/76 S 
74 Mayer Oscar Co., Inc. 01/23/76 S 
75 Maytag Company (The) 03/29/76 S 
76 Maytag Company (The) 03/28/77 S 
77 McDermott (J. Ray) Co., Inc. 07/02/76 NS 
78 Mclntyre Mines Limited 03/22/76 S 
79 Meredith Corporation 09/29/75 NS 
80 Mesabi Trust 04/30/76 S 
81 Midland Mortgage Investors Trust 09/26/75 S 
82 Mirro Aluminum Co. 03/22/76 NS 
83 Mony Mortgage Investors 08/24/76 S 
84 Mony Mortgage Investors 08/23/77 NS 
85 National City Lines, Inc. 04/12/76 NS 
86 National Distillers and 

Chemical Corp. 03/23/76 NS 
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87 Newhall Land and Farming 
Company (The) 05/23/75 S 

88 Newhall Land and Farming 
Company (The) 05/27/76 NS 

89 Northwestern Mutual Life Mortgage 
and Realty Investors 06/30/75 S 

90 Northwestern Mutual Life Mortgage 
and Realty Investors 06/30/76 S 

91 Northwestern Mutual Life Mortgage 
and Realty Investors 06/27/77 NS 

92 Opelika Manufacturing Corporation 01/03/78 S 
93 Paine Webber Inc. 12/23/77 NS 
94 Pargas, Inc. 03/19/76 S 
95 Peoples Gas Company 12/24/75 NS 
96 Peoples Gas Company 12/23/76 NS 
97 Peoples Gas Company 12/27/77 NS 
98 Philip Morris Inc. 03/22/76 S 
99 Philips Industries Inc., (Ohio) 06/30/75 S 

100 Pillsbury Company (The) 08/25/75 S 
101 Pillsbury Company (The) 08/27/76 NS 
102 Plessey Company Limited (The) 10/04/76 NS 
103 Ponderosa System, Inc. 05/27/75 S 
104 Ponderosa System, Inc. 05/23/77 NS 
105 Puerto Rican Cement Company, Inc. 04/04/77 S 
106 Quaker Oats Company (The) 09/26/75 S 
107 Quaker Oats Company (The) 09/28/76 NS 
108 RTE Corporation 06/30/75 S 
109 RTE Corporation 06/30/76 S 
110 Ralston Purina Company 12/29/77 S 
111 Reliance Electric Co. 04/05/76 S 
112 Reliance Electric Co. 01/31/77 S 
113 Riegel Textile Corporation 12/29/76 NS 
114 Rubbermaid Inc. 03/22/76 S 
115 Rubbermaid Inc. 03/14/77 S 
116 Saga Corporation 09/27/76 NS 
117 Scoa Industries, Inc. 04/21/76 NS 
118 Scot Lad Foods, Inc. 09/25/75 NS 
119 Scot Lad Foods, Inc. 09/30/77 S 
120 Sierra Pacific Power Company 04/23/76 S 
121 Skyline Corporation 08/18/75 S 
122 Skyline Corporation 08/25/76 S 
123 Skyline Corporation 08/25/77 S 
124 South Jersey Industries, Inc. 04/06/77 S 
125 Southern Railway Co. 04/18/77 NS 
126 Square D Company 03/25/76 S 
127 Starrett (L.S.) Company (The) 09/22/75 S 
128 Starrett (L.S.) Company (The) 09/27/76 S 
129 Starrett (L.S.) Company (The) 09/26/77 NS 
130 Sterchi Brothers 

Stores, Incorporated 05/22/75 NS 
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131 Sterchi Brothers 
Stores, Incorporated 05/07/76 

132 Sterchi Brothers 
Stores, Incorporated 05/23/77 

133 Stewart-Warner Corp. 03/25/76 
134 Stewart-Warner Corp. 03/23/77 
135 Sutro Mortgage Investment Trust 06/25/76 
136 Talley Industries, Inc. 06/28/76 
137 Tampa Electric Co. 04/27/76 
138 Texas Eastern Corp. 04/15/76 
139 Texas Industries, Inc. 08/27/75 
140 Texas Industries, Inc. 08/27/76 
141 Texas Industries, Inc. 08/26/77 
142 Transcon Lines 05/03/76 
143 Trinity Industries, Inc. 06/23/75 
144 Trinity Industries, Inc. 06/28/76 
145 Trinity Industries, Inc. 06/28/77 
146 UARCO, Inc. 12/29/75 
147 United Telecommunications, Inc. 03/23/76 
148 United Telecommunications, Inc. 03/24/77 
149 Universal Leaf Tobacco Co., Inc. 09/26/75 
150 Viacom International Inc. 04/04/77 
151 Wallace Business Forms, Inc. 10/28/75 
152 Wallace Business Forms, Inc. 10/29/76 
153 Wallace Business Forms, Inc. 10/27/77 
154 Walter (Jim) Corporation 01/24/76 
155 Washington Water Power Company (The) 03/03/76 
156 Westvaco Corporation 12/30/77 
157 Winn-Dixie Stores, Incorporation 09/22/77 
158 Winnebago Industries, Inc. 11/26/76 
159 Wrigley (Wm.) Jr. Company 06/28/77 

NS 
S 
S 
NS 
NS 
S 
NS 
S 
NS 
S 
S 
S 
S 
S 
S 
S 
S 
S 
S 
S 

NS 
NS 
S 
NS 
S 
S 
NS 
S 
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