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$3.25 pec copy, he added.
© Kmart, the retalllng giant hcadquar(ercd ‘in Trny. printed - .

Pmduclng nnnuul rcporls I- 8 M—bllllon bullncn,

Corporate annual reports
.Part form part substance

siaif wrilor

*Tls the season for wrpor.'ll: annual n:pom

Publicly owned companles, by law, must cheek In wllh :h.‘m&. ’
holders prior to annual meetings. Baslc requlrements Inelude
and analysls df .

flnanclal
operatlons, and a list of directors and of ficers.

Legal requlrements could be met in a falrly :lralkbltnrwnrd' "

manner with text-and sumbers. But the production of annual
reports has gone beyond the simple; Some exceed 50 pages with
color pletures, glitzy tayout, snappy graphlcs and glossy

pager, '
"1 underxtand it's a $5 billlon buslness worldwide," sald Rob- .
crt Ghelardi, edltor of Corporate: Annual Report, o newsletter,

based In Chicago, Productlon costs a couple years age .wnragcd

about 200,000 reporis this year, sald Mary L. Lorencz, puhlit
manager who's ¢ Ible for ILs ps
She declined to divulge specific cost figures.
* “It can take anywhere from six months to alne mon\hs pu\-

ting all the flnanclals ‘and .all “other informatlon together,”™
. Lorencz sald. “There’s no special commitice. I'm In cominuni- |,
cations, We get'a feeling for what the CEQ and investor. re1n~ o

tions feel our shareholders should know.”

MANY COIII‘ORATIOVS 1lke Kmnrt rmd Corc lndmlriu,
er of farm and fuld controls

- headquartered in Bloomfield Hll)s. hlrc onuldc dulgnerz to

help pull the repost together.
. This year,
Contracted with Pentgram Deslgn from New Yotk City.
“1 like to deal with local people,” said Neit C.. Wulcr. chlef

- financial ofticer for Core who is responsible for its annual re<
. _port. “When the deslgn productlon process begins, you need pco-
. ple close by who can respond qulckly.” - B
Photographers are contracied as ‘needed, but Core and Kmar\
try to use picturcs alrcady {aken for promotionak advertising
etforts In the annual rcporu . at
. a T 4 of music tapes and

discs, videos and -cor f

Core used Pangeorn Dalzn trom Dclroll Kman ..

Crcallvc M]gn noard did the dulgn work, Financlal nel:h

lluns Board wrote most of the copy, Both are In Chlcago

"“E GIVE them, ldess. They ‘do the detall ~ dalgnlng and
writlng,” sald Tom Braum, corporate controller for Handles
ey'll bring. a. hnl( dozen cover dulgm, |deas” on

Braurii served on the annwal repor( commiuce with a’repre-
sentative of - the camp:my 's merdmndlslng. advertlsing and

E _finance departments.

“*The'goal of the'report' — that's a difflcult quuﬂon " Braum
said..“Each ‘member of the mmmltwe ‘would probab!y sy

‘somcthlng different,

*“There’s legal requirements. We wait to make sire current”
and potentlal shareholders know what our goal is, know what

. the company lx about, what it's trylng to achieve and beadvised . )

about its flnancial sirengths and opportunitics.” B
External costs of ‘produclng and malling the report are ln a

. range of $2.50-33 per copy, Braum 3ald. More than 20,000 were :

printed tast year. N
‘Core, on the other"hand, does much of lts repoﬂ internally,
Wesler sald. He starts worklng on the projcct In June'and July
and mails after Thanksglving. * L
“AFTER WE ‘resalve the basts of dcslgn. we lum collccung
phota subjects,” Wester sald, “Slmultancoucaly, I interview op-

« erating divisions and obtain highlights.of the past year. I'm

functiontng as a ncws reporter, We sort through that, urgaruu
an ouiline and bulld text around the outline,”. -
- Thomas Hooper, treasurer-and controlter, pmp.m: manage-

~ ment’s discussion and dnalysis when' the finaneial numbers, .
- come together in the middle of Scplcmber. Wu(cr sald. The .
- . budget year ends Aug. 31, o .

. “I'll teyléw what Hooper has draftcd * Wester sald. “I'm

B looking for clarlty, simpliclly and conslstency of style from
. ‘{ront to back. One-indlvidual, I fee), has 1o'he nvcmlng the

whald product. We don't do that by commitice bere.” .
‘The chairman gctsa Hinal Iook -sec and approval before pdnl-

iRy

“Wesler pegged producuon cost a ;2 50 pcr copy nnd 20, 008 .

.owere pnn\l.-d last ycnr

vlrlunlly .

Plnnsu urn'to provious page

By Dunn Funk-

© stalfwriter
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-+ Accountants agree that an inde- '
pendent auditor's unquallfied oplnion *
about the reliabllity of Information
i3 one of the moat jmportant pam of
an agnual {Inanclal report.

* But the numbers themselves, man-
agement's | discussion of " perform:

- ance, and the footnotes o the state-
ments taken togetlier pravide insight

* Into the health of a corporatlon, That
-rclalc back to cach financlal state-

is, If you knaw what to look for and

haw to interpret the Informatlon.
First things ftrst. .
The Income statement ndlcates

. uh:thr_ a business sustalned a profit

or :A loss durlng 2 12-month pcrlod
The.balance sheet listy assets, lla
bilties, and equity — sh:u‘eboldcrs
ownership,
The cash flow

"its enllre 1981 report.

What to look fdr when sklmlm'ing financial feports "

< di

F1rm5 "Onc cannot be

" wilhout the other.”
‘AMter.coming to your own conclu-

slons about the financlal health of

‘sources and Uses of corporate cash
and money cqulvalcnh Lhmughwl'
- the year,

Don't try o' read an nnnuul report
lixe 3 book from cover to cover, be

ginning o end, accountants advise, .

You‘ll rnbnmy get bogged down,
g‘.A D footnote by footnote and

ment it r:(ers 10,”. sald ‘Mark -D.

. Rottermond, a° partner In the .ace
counting ‘flrm of Mathews,  Reidh; .
Perna and Rom:rmond in nlnxhnm "

“the and perhaps formulat-

Ing questilons, study management's.
analysis,. Rottermond suggesied. "If

-.you don't like what you sead, why
* would you want .to lnvcsl with

them?" .
Chuck Dunleavy,. mnnaglng part- -
ner of BDO Seldman's Troy office,
offered other pointers,
“I'd look for continulty of manage-
‘ment. Clearly, If people are jumplng

around, it.would lead one to belleve*.”

there's some [nsiabllity there”
Il_e_ alsa gives much ,welghl- lp

Naﬁwna! ﬁurms, franchuses lead
ptnck mretani Ieasmg actl\nty

ny Gofald Frawley
‘stalf wrltor

Cross your -fingers, ‘throw :lomc .

salt over your shoulder, rub a horse-
shoe, squeeze a rabbit's foot — just

<on't Jinx what may be the beginnlng -

" of signs ot an upswing ln retail space.
teasing.
1 leaslng I3 up, the ccunomy can'

-, be too far behlnd.

After months of “recesslon, retail
spacing in the major. power centers.

and :lrlp ctmcn secms lo be plcklna -

Mlclmcl Llppctl retail lpcclnllal'

:, of Landmark Commerclal Real Es-

tate Services Inc. in Blrmlngham,-

sald- leaslng -activily. and. inquirles.
have’ Increased sharply i recent,
months. .

“That's not to say \hcn: hasnt ©

been fallout, there is fallout, but-
there is net absorption,” he sald.
Companles continuc to close, hé sald,
but enough space 1y being-leased to
offset the falure rate.

Lippett sald" he's encouraged by

* ‘the amount of Inquiries’ and leasing

activity.. 1 would bave to say the

strlp centers are a better indlcator

{of whether the economy ls lmprov-
Ing)” he sald,

“Malls “are ‘a world unto their -

- own," he sald. Much of the space o’

the enclosed malls, even If It looks

vacant’to -mosi shoppers, is nlready
having plans made for it.

STRIP CENTERS are’ more. s,

- ceptible to swlngs In the economy, he
said. “Every.center has a bullt-in va-,
cancy rate, he sajd, The' typical
sirip center Is between 5 and 10 per-
cent. Lippett sald hls firm’ hasnt

. done its apnual market survey yet,

but he would guess that vacancics In
the shopping centers and power strip
centers near the malls and along the
major retall corrldors like Wood-

- ward Avenue and Orchard Lake In

.0akland County ond -Ford Road in
Wayne County is hovesing just belaw

*rate, B
Lippett sald. lh: muil tnix has -
. also been changlng kn recent months,

£Q percent.
The nc!ghbarhood strip ccnlcrs
re ‘sceing “higher “rates, he ‘sald,

rate.”

Several things are con(rlbutlnx to’

the leasing resurgence, but pechaps

the most Interesting §s the Increase”
* In business startups — malnly rnom .

and pop stores or franchises;
.Because of. the vecesslon, penplc

Imve ‘left jobs or lost jobs'or they, .

have money fram employée buyoutls
or seveeance pay —:they're rolling
that money over inte new

They will il up, izut ala :1owcr

“are’ new. buslnesses sL:mlng up and
n:ulunnl rclnllers cm.cring the mar-
ket

One reason mllonnl comp.lnim

“ have begun Jocating in metropelltan

Detrolt, he sald, Is because the mar-

ket is vlewed by many of these com-
p:miu to be underserved.

Also, because of the ndvenhlng

* mechanisms present {n this state; lo-

eating in metropolitan Letroft Is not

. that much different from positioning
onesel! for lhc whole mm:, Stokas
sajd:

he sald, “People do have money.10
spend” . Lo

1t's also worth -noticing, he said,
that- there continues lo be an-Influx

of natlonal companies inte the mel- L

ropalitan Detrolt market. .

“Things were beginnlng to plek up .

last January untll the war came —

that kind-of put thlngs on hold,” he.
sald. After the war,: Lippett 'said

leaslng !ncmawd but at a very slow

Three of more years ago, there were

many more general merchandlse -

‘shops opening; today, much of the re-
tal) leasing i¢ belng done by category
Xillers- — . stores -that speclalize n
ond specific area like Otilce Max —
‘or {ranchises. ,

- Following clmly arc’ the eo-

trepreneurs who focus on. specialty ..
nlches — much of It serviee orlent-.

¢d. “Belleve It or not, there are lull
a lot nl plm shops opcnlng up. * he

. satd, -
JIM SI‘OKAS vice' pruldcnl of .

commerclal properties ai CB Come-
merclal In Southfield, zald his firm
has also scen an increase In retall
leasing (n the shopplng centers
throughout the area, .

Part.of that !ncrem. he sald, i:

'n|lr1bulcd to current leases expiring”

and. exlsting retaiters

With in ma:
for newspapers and the ablllty to
reach the state (hrough cable televl-
- slon and to h lesser extent broadeast
television, ‘it <is_‘falrly " simple - to
branch out and reach other arcas of
the state, hesafd. -
Another reason for the Increase in
. Icasing acilvity, he sald, L\lheslump
in consiruction activity. :
.. Over the natural course “of the
cconomy, bilslnesses ' will, start up,
cxist and -fail; Existlag businesses

will expand.. Well-capitalized - re-
d

tailers will take advantage’
Umes by expanding. . .

‘That means there has been a cor

- responding increase in demand, he

sald. "With alack of new consiruc-

tioh, Some space IS going o be leased

Many of the major {cnants wha
‘might have previously built space or
Jeased space in new construction are
wking a. second - look - at - cxlsting

!@1«.hcsald B

GHREG SULLIVAN, pmpmy man.
ager with the Linder Co: which man-
ages the Oak Pointe Ceater In Pontl-
ac and the Novl Towne Center In

Novl, sald vetail leasing scems to be’

In an spswing..
“llcullcn scem to be moving

Sulllvnn said he wouldn tcall ita

|hemsc1vu. Stokas nld‘ but uacm..,

R

Ploase turn (o provious page

“I would look at thelr plan for

mext year. Docs It make sense in'the
Cexisting business climate? . If they
“lost $5 milllon last year -and. 3ay

theyll make $5 mllllnn lhls year, is
that realistle?
- “HAVE FINANCIAL trends been

* consistent from year ‘to year? You

can't Ignore one year's performance;
but you have to look at-the big plc-
ture,” he said. -

.Dunleavy also Investigates a’less

" obvious but major issue that cvery

report should address — IS major It
igation In process of pending? -.

Rick Valade, a partner ‘with Af- -
thur Andersen, finds that a few sim-

" ple numbcrs can pruvldc n qukk,

overview.

“The fiest u\lng 1 ook a( on :he
income statement Is the pet earnings
tinc. 1 look at.sales trends, also, On
the balance- sheet, 1-guickly check
current assets to current llabllities.

line Is cash provided by operating

‘activitles. You want that 1o be a pos-

ltlve number and a growing aumber:
A company not generating cash from

* aperatlons, long térm :— that wilt
kil you,

“f Wink the- big thing (readers)

shauld Yook at Ls something carved tn

lhc mlddle of the repor( mana [
ment’s- discusslon and analysls, It's
dry reading and i's golng to run o .
couple of pages. Tt not only tells you.
what happens but why,” Valade sald.
Percentages rather than raw num-

. bers dre’ more meaningful when |
That ‘tells me how much worklng_-
capital is there. :

" “For cash {low, the liul submml

comparing "long-term results,
Roticrmond sald. That's because the
valye.of the dollar. decreases, over -
time.. .

1t you have questions about a re-
port or need lielp intérpreting some

. of the figures, feel free to contact
‘the” company's . investor rclnuon:
‘rtprucnlallm or treasurer for c!arl

fication.
. "They' rc also lisled In the report. ..

huslnm even In the unnl-
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