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ABSTRACT

U.S. corporations are obligated to file financial statements with the U.S. Securities and
Exchange Commission (SEC). The SEC’s Electronic Data Gathering, Analysis, and Retrieval
(EDGAR) system containing millions of financial statements is one of the most important
sources of corporate information available. The paper illustrates which financial statements are
publicly available by analyzing the entire SEC EDGAR database since its implementation in
1993. It shows how to retrieve financial statements in a fast and efficient way from EDGAR. The
key contribution however is a platform-independent algorithm for business and research
purposes designed to extract textual information embedded in financial statements. The dynamic
extraction algorithm capable of identifying structural changes within financial statements is
applied to more than 180,000 annual reports on Form 10-K filed with the SEC for descriptive
statistics and validation purposes.
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1. INTRODUCTION

Information Extraction (IE) can be defined as the process of “finding and extracting useful
information in unstructured text” [1]. In contrast to Information Retrieval (IR), a technology that
selects a relevant subset of documents from a larger set, IE extracts information from the actual
text of documents [2]. Important sources for IE are unstructured natural language documents or
structured databases [3] [4]. Since U.S. corporations are obligated by law to file financial
statements on a regular basis with the U.S. Securities and Exchange Commission (SEC), the
SEC’s Electronic Data Gathering, Analysis, and Retrieval (EDGAR) system containing millions
of financial statements is one of the most important sources of corporate information available [5]
[1].Unfortunately, most of the available textual data in the SEC EDGAR database is weakly
structured in technical terms [6] [7] [8] especially prior to 2002 when the use of markup
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languages was less common [9]. A limited number of tagged items, formatting errors and other
inconsistencies lead to difficulties in accurately identifying and parsing common textual subjects
across multiple filings [10] [11] [7]. These issues directly affect the ability to automate the
extraction of textual information from SEC submissions [10] [12] [13]. Business data providers
are offering expensive commercial products (e.g. AcademicEDGAR+, Edgar Pro, Intelligize). As
research in the context of textual analysis is growing (e.g. Tetlock 2007 [14]; Loughran and
McDonald 2011a [15]; Jegadeesh and Wu 2013 [16]) the question occurs which particular
financial statements and disclosures are publicly available for free, how to retrieve these
corporate documents and how to decode the embedded textual information in order to be
incorporated into investment decisions, trading strategies and research studies in financial
economics [5].Today only a very limited amount of specific literature for extracting textual
information from financial statements filed with the SEC and its EDGAR system is available
(except Gerdes 2003 [10]; Stiimpert et al. 2004 [17]; Grant and Conlon 2006 [1]; Engelberg and
Sankaraguruswamy 2007 [18]; Cong, Kogan and Vasarhelyi 2007 [19]; Thai et al. 2008 [20];
Chakraborty and Vasarhelyi 2010 [21]; Hernandez et al. 2010 [22]; Garcia and Norli 2012 [5];
Srivastava 2016 [23]). This paper is based on neither of these because first, non-specialist
technology is used to retrieve financial statements in an efficient way and secondly, the algorithm
designed to extract textual information is platform-independent. The suggested method can
compensate for expensive commercial products and help to replicate empirical research results.
The paper shall serve as a technical guide on how to retrieve financial statements filed with the
SEC and how to decode the embedded textual information provided by the EDGAR system for
business and research purposes.

The remainder of the paper proceeds as follows. Section 2 presents the amount and variety of
corporate documents distributed by the SEC’s electronic disclosure system. Section 3
demonstrates how to retrieve these documents from the EDGAR database. Section 4 describes the
fundamentals of HyperText Markup Language and examines the electronic data provided by the
SEC. Section 5 describes the fundamentals of regular expressions and specifies an algorithm to
extract textual information embedded in financial statements. Section 6 validates the capabilities
of the extraction algorithm. Section 7 presents descriptive statistics of annual reports filed with
the EDGAR database. The last section concludes.

2. SEC’S EDGAR DATABASE

Publicly owned companies, their officers and directors as well as major investors are obligated by
law (Securities Exchange Act 1934, Section 2) to file various disclosures (forms) with the SEC
[10]. The main purpose of making certain types of corporate information publicly available is to
improve the efficiency of security markets and to protect capital market participants [5]. “The
laws and rules that govern the securities industry in the United States derive from a simple and
straightforward concept: all investors, whether large institutions or private individuals, should
have access to certain basic facts about an investment prior to buying it, and so long as they hold
it. To achieve this, the SEC requires public companies to disclose meaningful financial and other
information to the public. This provides a common pool of knowledge for all investors to use to
judge for themselves whether to buy, sell, or hold a particular security” [24]. In order to protect
investors, to maintain efficient capital markets and to improve access to publicly available
corporate disclosures, the SEC developed the EDGAR database [10] and describes it as a system
which “performs automated collection, validation, indexing, acceptance, and forwarding of
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submissions by companies and others who are required by law to file forms with the U.S.
Securities and Exchange Commission” [25].

Originally the EDGAR system was developed by the SEC as a pilot system for electronic
disclosure in 1983. In order to test and evaluate EDGAR’s performance the SEC requested
electronic filings in 1994 after completing the phase-in of a mandated test group in December
1993 (the phase-in began on April 26, 1993) [26] [11] [27]. As of May 6, 1996 the SEC obligated
all public domestic U.S. companies (issuers) to file submissions electronically through the
EDGAR system [28] [11] [27] [1] except for certain filings made in paper because of a hardship
exemption under Regulation S-T [29] [25]. Filing for foreign private issuers (companies
organized outside of the U.S.) and foreign governments via EDGAR [26] became mandatory on
May 14, 2002 [30]. The Securities Exchange Act of 1934 (Securities Exchange Act 1934, Section
13(a), (b), Section 15(d)) empowers the SEC to require (periodic) reporting of information from
publicly held companies [24]. In general, all public domestic companies with assets exceeding
$10 million and at least 500 shareholders become subject to Exchange Act reporting requirements
(Securities Exchange Act 1934, Section 12(g)) alongside certain individuals [10]. Among other
disclosures, corporations with publicly traded securities are required (Securities Exchange Act
1934, Section 13(a), (b), Section 15(d)) to file annual and quarterly reports (Form 10-K, Form 10-
Q) as well as current reports (Form 8-K) on an ongoing basis with the SEC and its EDGAR
system [24]. Since by law these public corporate disclosures have to be accurate (Securities
Exchange Act 1934, Section 13(i)) and represent a company’s operations, they themselves
represent a treasure trove of valuable information for investors and researchers [10] [18].

2.1. Underlying data in SEC’s EDGAR database

In order to understand the amount and variety of corporate information (e.g. financial statements)
distributed by the SEC, I retrieve and analyze all form index files since the implementation of the
EDGAR system in 1993. The SEC EDGAR form index files list all publicly available disclosures
made through the system in a certain quarter and sort the submissions by their particular filing
form type. Table 1 reports the total number of submissions that have been made with the EDGAR
system for each quarter and year since the introduction of the EDGAR database.

A tremendous amount of publicly available disclosures was filed with the SEC between 1993 and
2016. In total 15,998,058 filings were submitted to the EDGAR system in order to be publicly
distributed. On average 31.48 percent (5,035,554) of these filings became available in the first,
25.74 percent (4,117,631) in the second, 20.97 percent (3,355,412) in the third and 21.81 percent
(3,489,461) in the last quarter of each year since 1993. Most noticeable is the overall increase in
total submissions through the EDGAR system reaching its peak in 2007 with more than 1.1
million disclosures for that particular year. By analyzing the index files more precisely, investors
and researchers can gain an insight into the specific type of information the SEC is making
publicly available through its EDGAR system [5]. Table 2 describes the most common filing
(form) types filed with the EDGAR system.
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Table 1. Statistics on EDGAR submissions

Year Choarter 1 &fa]itfrgi muné}'lf;fter 3 Quarter 4 Filings (Number) Filings (%)
2016 in7 416 139528 — — 546,944 342
2015 ilg 519 259 852 206,628 200216 Q04215 6.21
2014 311,679 252 333 212,352 220,328 Q06,692 6.23
2013 303,568 257 597 213,031 216,266 Q00 462 6.19
2012 N9 453 246,776 203,723 214 985 974937 6.09
2011 307,644 262,218 207142 202,628 979,632 6.12
2010 300538 255180 203,920 220,070 979 708 612
2009 300,080 229 347 200,688 208,396 932511 3.87
2008 328,709 267,722 220,732 210 669 1,036,832 6.48
2007 339872 289082 252071 256,460 1,137 485 7.11
2006 335577 278,960 232,131 249 956 1,006,624 6.85
20035 317,761 271,632 242173 240,725 1,072,291 6.70
2004 312,029 253,021 217,726 241435 1,024 211 6.40
2003 183,595 167,119 212 258 227800 790,772 494
2002 123,189 108,013 97,533 118,149 448 884 181
2001 111,740 90,283 74,313 75,107 151,443 2.20
2000 116,209 21,129 72,571 72,053 341962 2.14
1999 103,531 78,272 68.631 68,828 321262 1m
1998 106,666 73,830 67,234 63,570 313,300 196
1997 01,006 65,470 60,142 63,422 280,130 1.75
1994 490925 47659 50,641 54,380 202,614 1.27
1995 31875 26,104 26,699 28,973 113,651 0.71
1994 20879 16,500 13 066 15,016 65461 041
1993 4 4 7 20 33 0.00
Filings (Number) 5,035,554 4,117 631 3355412 3,480 451 15,998 058 100.00
Filings (%) 3148 2574 2097 2181 100.00

Notes: The table presents the total number of filings made on EDGAR for each year between 1993 and
2016. Each individual filing in a particular quarter is listed in an associated EDGAR form index file on the
SEC server.

Table 2. Statistics on EDGAR form types

Fank | Form/Description Submussion Type | Filings (Number) | Filings (%)
1 Changes in ownership 4 5,830.957 36.57
2 Cumrent report filing 8K 1,376,248 2.60
3 3% passive ownership triggers amendments SC 13G/A 387,711 3.67
4 Imitial owmership report 3 338228 336
3 Quarterly report 10-Q 322 906 327
6 Definitive matenals 497 365,987 2.29
7 3% passive ownership toggers SC13G 344030 215
3 Current report of foreign issuer 6-K 326,751 2.04
9 Change on a prospectus 424B3 254 046 1.59
10 3% active ownership tnggers amendments SC 13DVA 201,938 1.26
11 Changes in ownership amendments 4/A 197,612 1.24
12 Quarterly holdings, institutional managers 13F-HE 193,463 1.21
13 Annual report on ownership changes 5 186,884 1.17
14 Annual report 10-K 167,509 1.05
13 SEC-onginated letters to filers UPLOAD 159,063 0.99
16 Filer response letters CORERESP 153 987 0.96
17 Proxy statements DEF 14A 152216 0.95
1% F.egistration management investment companies 4835BPOS 151,903 0.95
19 Registration of secunties, Investment companies 2MF-INT 149,385 (.93
20 Offering of secunities without registration D 147,355 0.92

Total 15,908,058 100.00
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Notes: The table presents the most frequent form types filed with the EDGAR system between 1993 and
2016. The first column ranks each filing type in descending order of total submissions. The second column
gives a short description of each filing form type [5]. The third column lists the form codes used on
EDGAR to identify a particular filing type made with the database. The next column contains the number
of total submissions of a particular filing form type. The last column shows the amount of total submissions
for each filing type in relation to all submissions made with the SEC EDGAR database.

The submission type most often filed with the EDGAR system since its implementation is Form
4. Between 1993 and 2016 5,850,937 filings report purchases or sales of securities by persons
who are the beneficial owner of more than ten percent of any class of any equity security, or who
are directors or officers of the issuer of the security [5]. The second most frequent submission
type filed with the SEC is Form 8-K. 1,376,248 filings of this submission type are listed in the
EDGAR index files. The current report filing is required by companies in order to inform
shareholders about certain corporate events. These events of material importance for a company
include information on significant agreements, impairments, changes in management etc. [5].
Important submission types for investors and researchers such as the annual report on Form 10-K
have been submitted 167,599 times. Quarterly reports on Form 10-Q have been filed 522,906
times in total between 1993 and 2016. Another important submission type is Schedule 13G (SC
13G). Investors who are not seeking control over a firm (passive investors) must file this
submission type as required by the SEC when crossing the five percent ownership threshold of a
company [5]. In total 344,030 filings of this particular submission type alone are reported on
EDGAR.

The SEC assigns to each filer a Central Index Key (CIK) which is a unique identifier used on the
EDGAR database in order to label and identify each individual filer in the system [10]. Since
1993 in total 580,225 unique CIK numbers were assigned and stored in the SEC’s electronic
disclosure system. The majority of these CIKs were not assigned to publicly traded companies
but to private firms, hedge funds and mutual funds as well as to private individuals who receive a
CIK when filing with the SEC [5]. Table 3 reports the number of unique CIKs (unique filers)
filing a certain submission type with the SEC and its EDGAR system.

Submission type Form 4 (Form 3) was submitted by 206,652 (187,366) different filers between
1993 and 2016. Annual reports on Form 10-K were submitted to the SEC by 33,968 filers.
Quarterly reports on Form 10-Q can be associated with 26,271 unique filers whereas the number
of CIKs assigned to current reports on Form 8-K is 38,713. On average each registrant filed 4.9
annual reports on Form 10-K and 19.9 quarterly reports on Form 10 Q with the EDGAR system
in addition to 35.6 current reports on Form 8-K since 1993. AFS SenSub Corp. (CIK 1347185),
an issuer of asset-backed securities, filed 107 annual reports on Form 10-K (56 on 10-K/A).
PowerShares DB Multi-Sector Commodity Trust (CIK 1367306), an investment company
offering several investment funds, filed 189 quarterly reports on Form 10-Q (7 on 10-Q/A). Chase
Bank USA, National Association (CIK 869090) filed 1,484 Form 8-K statements (12 on 8-K/A).
730 Schedule 13D Forms were filed by Gamco Investors, INC. (CIK 807249), an investment
advisory and brokerage service firm, (5,528 on SC 13D/A) whereas FMR LLC (CIK 315066), the
financial services conglomerate known as Fidelity Investments, filed 7,726 Schedule 13G Forms
(25,447 on SC 13G/A).
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Table 3. Statistics on EDGAR filers
Fank | Form/ Description Submussion Type | Unigue CTEs | Mean | Med. | Max
1 Changes m ownership 4 206,652 | 283 7112170
2 Initial ownership report 3 187,366 29 1 550
3 Offening of securities without registration D 104,853 14 1 375
4 Fegulation D exemption filing (paper REGDEX 87285 1.3 1 150
submission)
5 Changes n ownership amendments /A 62,099 32 1 338
6 Annual report on ownership changes 5 47466 ERY 1 473
7 Change on a prospectus 424B3 45,204 5.6 2] 99
3 5% active ownership tnggers SC 13D 43381 23 1 730
9 5% passive ownership friggers SC13G 41,629 83 2 7726
10 Notification of effectiveness for Secunities EFFECT 40,485 24 1 4]
Act registration statement
11 FEemstration of securities issued in business 54 40,139 20 1 70
combination fransactions
12 Current report filing 8K 38713 | 356 10 | 1484
13 Offering of securities without registration D/A 35,673 23 21 lLel
amendments
14 Fegistration of securities 1ssued in business S-4/A 35,158 23 2 63
combination transactions amendments
15 Anmual report 10-K 33,968 49 3 107
16 5% passive ownership mggers amendments SC13G/A 33339 | 176 4 [ 25447
17 SEC-originated letters to filers UPLOAD 31,720 5.0 3 o1
18 Filer response letters COEERESP 30,031 5.1 3 157
19 5% active ownership triggers amendments SC 13DVA 20742 6.3 3| 5528
20 Quarterly report 10-Q 26,271 | 19.9 14 189

Notes: The table presents the most frequent submission types made on EDGAR in descending order of
unique SEC registrants filing a particular submission type. The time period is 1993-2016. The fourth
column contains the total number of unique filers submitting a particular form type. Columns 5-7 present
the means, medians and maxima of particular filing form types submitted by unique SEC filers

3. SEC EDGAR DATA GATHERING

Researchers in the field of finance and accounting often rely on programming languages (Perl,
Python, R, SAS, and SPSS) to retrieve financial statements filed with the SEC. The use of a
programming language as a tool is problematic for several reasons. First, many people analyzing
financial reports are not familiar with these programming languages. For them it is time-
consuming to apply a specific and complex coding language to obtain the corporate filings from
EDGAR. Secondly, due to downloading only one filing at a time the procedure is very slow
especially when obtaining massive data from the database. Thirdly, since incremental changes
have to be made to the algorithm to retrieve another filing form type or filings from another
company this particular method is very error-prone.

In contrast, widely used internet browsers (e.g. Mozilla-Firefox, Google-Chrome) can be easily
equipped with powerful applications (e.g. DownThemAll, GetThemAll) which offer advanced
download capabilities. These fully integrated browser extensions are able to identify links
contained in a webpage or file and download the desired document parts simultaneously. To feed
these applications only a standard MS Excel spreadsheet is necessary.Every filing made through
the EDGAR system in a particular quarter between 1993 and 2016 is stored in an associated index
file (file extension *.idx) [5]. The EDGAR index files therefore represent a helpful resource in
retrieving massive data from the database. They list important information for each filing such as
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the name of the filer, the particular central index key, the date and the type of the submission as
well as the particular name of the document on the SEC server. In general, four different types of
index files are available sorting the filings made on EDGAR by company name, form type,
central index key or by submissions containing financial statements formatted in eXtensible
Business Reporting Language (XBRL) [31] [32]. When examining the form index files more
precisely one can see that the index files do not only contain the name of any filing made on
EDGAR but rather the (entire) server path. Table 4 illustrates an excerpt of information stated in
the SEC EDGAR form index file from the first quarter of 2016. By opening the index files for
example with a simple MS Excel spreadsheet (file extension *.xIsx) a Uniform Resource Locator
(URL) can be created for each financial statement which is listed in a particular index file since
the name of the filing and its (partial) server path (directory) is stated. To do so the protocol
(https://), the hostname (www.sec.gov/) and a link to the archives directory (Archives/) have to be
added to the file name from the index file. Table 5 illustrates the URL components of Coca
Cola’s 2015 annual report on Form 10-K filed with the SEC on February 25, 2016. These URLSs
which have been composed based on the EDGAR index files can be copied into a plain text file
(file extension *.txt). By opening it with the browser extensive data (financial statements) can be
retrieved from the SEC and its EDGAR system in a fast and efficient way using a browser
extension (however, the composed URLSs can also be implemented in any other data gathering
method).

This method offers various significant advantages. First, for many people composing URLs with
commonly used and easy accessible computer software like MS Excel is simpler and faster than
relying on complex coding languages to identify and retrieve the documents in question.
Secondly, since multiple documents can be retrieved at the same time using browser extensions,
the described method is again a lot faster especially when obtaining massive data from EDGAR.
Thirdly, by sorting or filtering the different index files in MS Excel the proposed method can
easily be adjusted to retrieve another filing form type or data from another company. The result of
this procedure is validated through obtaining exactly the same financial statements investors and
researchers would retrieve using a complex, slow and error-prone alternative.

4. HYPERTEXT MARKUP LANGUAGE IN SEC FILINGS

Because financial statements filed with the SEC are formatted in HyperText Markup Language
(HTML) the fundamentals of HTML are illustrated first, followed by an examination of the data
formatted in HTML provided by the SEC and its EDGAR system.

4.1. Fundamentals of HyperText Markup Language

HyperText Markup Language (HTML) is a universally understood digital language which is used
to publish and distribute information globally. HTML is the publishing language of the World
Wide Web [33]. HTML is used to create HyperText documents that are portable from one
platform to another [34] due to their generic semantics as a Standard Generalized Markup
Language (SGML) application [33]. HTML enables authors to publish documents online, assign a
specific look or layout to document content (tagging) [35] [21] or to retrieve information online
via HyperText links [33]. The World Wide Web Consortium (W3C) is maintaining and
specifying the vocabulary (applicable markups) and grammar (logical structure) of HTML
documents [35].
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A valid HTML document is composed of three different parts [33]. First, it declares which
version of HTML is used in the document through the document type declaration (<!DOCTYPE
HTML PUBLIC "-//W3C//DTD HTML 4.01//EN" "http://www.w3.org/TR/html4/strict.dtd">).
The document type declaration names the document type definition (DTD) specifying which
elements and attributes can be implemented into a document formatted in HTML [33]. HTML
4.01 specifies three different DTDs: HTML 4.01 Strict DTD; HTML 4.01 Transitional DTD and
HTML 4.01 Frameset DTD [33]. The W3C recommends to use HTML 4.01 Strict DTD which
excludes presentation attributes since these elements are supposed to be replaced by style sheets
[36]. The second part of a HTML document is the document head (<HEAD>). This section
contains information about the current document such as the title and relevant keywords for
search engines. In general, the elements appearing in the head section are not presented by a
document formatted in HTML [33]. The third and most important part of a HTML document is
the body (<BODY>). This section contains the actual content of the document such as text
paragraphs, images, graphics, tables, links, etc. [33]. The content in the document body can be
structured in many different ways using various HTML elements (tags) to accomplish a certain
look or layout to present the embedded information.

4.2. SEC EDGAR HTML Data

“Official” financial statements filed with the SEC have to be formatted either in American
Standard Code for Information Interchange (ASCII) or in HyperText Markup Language (HTML
3.2/4.0). Financial statements formatted in Portable Document Format (PDF) or XBRL are
considered “unofficial” documents (submissions formatted in PDF and XBRL may qualify as
official documents as well when specific criteria are met) [34]. Due to a limited support of HTML
in order to reduce the number of inconsistencies caused by HTML 4.0 implementation variances
[37], the EDGAR system only accepts a subset of HTML 3.2 semantics (tags) and several HTML
4.0 attributes [34] therefore enforcing several restrictions (no active content, no external
references etc.) of HTML formatting in financial statement submissions [34].The “Complete
Submission Text File” (file extension *.txt) provided by the EDGAR system represents an
aggregation of all information in a particular financial statement filed with the SEC. The text
version of the filings on the SEC server contains the 10-K document formatted in HTML, XBRL,
exhibits and ASCII-encoded graphics (“binary-to-text” encoding or “uuencoding” converts binary
data files to plain ASCII-printable characters to facilitate transfer across various hardware
platforms) [38] [39]. Besides the “Complete Submission Text File” several submission parts
(documents) are also provided in HTML (file extension *.htm) such as the core 10-K document
and the exhibits which have been submitted [38]. For example, Coca Cola’s 10-K filing on
February 25, 2016 lists the core 10-K filing in HTML format, ten exhibits, eight graphic files (file
extension *.jpg), six XBRL files and a single “Complete Submission Text File” containing all of
these documents [40].

5. TEXTUAL INFORMATION IN FINANCIAL STATEMENTS

This section describes how regular expressions are used to extract textual information from
financial statements filed with the SEC. First, I illustrate the fundamentals of regular expressions.
Then I discuss the algorithm to extract textual information from financial statements using only
regular expressions before presenting the actual text embedded in financial statements as a result
of the designed algorithm. Due to their high relevance for investors and researchers an actual
annual report on Form 10-K from the Coca Cola Company serves as basis for the illustration
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5.1. Fundamentals of Regular Expressions

Regular expressions or regular sets were first used as an algebra by mathematicians to describe models
developed by physiologists of how the nervous system would work at the neuron level. The first
published computational use of regular expressions was in 1968 by Ken Thompson [41] who
describes regular expressions as “a method for locating specific character strings embedded in
character text” [42]. They are implemented not only in modern programming languages, but also in
application programs that can be used for text analysis without special programming skills (e.g.
RapidMiner).

Regular expressions (“RegEx”; “RegExp”; ‘“RegExes”) with a general pattern notation (pattern
language) allow to process all kinds of text and data in a flexible and efficient way [41] [13]. In
particular RegExes can be used to modify textual elements or to identify and extract certain
information from different documents [43]. The two types (full) regular expressions are composed of
are special characters (metacharacters) and normal (literal) text characters acting as the grammar and
the words of the regular expression language [41] [43]. For example, RegEx: “[0-9]” identifies all
digits, RegEx: “[a-zA-Z]” isolates all upper and lower-case letters (character classes) and RegEx: “.”
matches all of these elements (metacharacter) embedded in an underlying text document [41] [43].
Another metacharacter and counting element (quantifier) within the regular expression language is a
star or an asterisk (*) which quantifies the immediately preceding item within the defined expression
(match any number of the preceding element including none) [41] [43]. Counting elements or
quantifiers are used to specify the search pattern of regular expressions in more detail. “Greedy”
quantifiers like “*”” match as much as possible whereas “lazy” quantifiers such as “*?” match as little
as possible to satisfy the search pattern of a composed regular expression [41] [43].

In addition, regular expressions can be modified in the way they are interpreted and applied using
different regular expression modes (modifiers). These modifiers allow to change the search pattern of
a particular regular expression (matching mode) in modern programming languages or in application
programs. Regular expressions equipped with “case-insensitive match mode” ((?1)) ignore the letter
case of the input (textual elements) during the matching process allowing the search pattern to match
both upper and lower case letters [41] [43]. Since modern applications work with multiple (coding)
lines regular expressions need to be modified in order to match a string across different lines. “Dot-
matches-all match mode” also known as “single-line mode” ((?s)) modifies the search pattern of a
regular expression in a way that it matches a character string across multiple lines [41] [43]. By
designing regular expressions and implementing them into modern computer software the results of
various search patterns (textual information) can be highlighted and changed or even removed from
the underlying text at all [41] [43].

5.2. Extraction of Textual Information

Researchers in the field of finance and accounting (as well as business data providers) use the
“Complete Submission Text Files” (file extension *.txt) provided by the SEC and its EDGAR system
to extract textual information from financial statements. In order to delete all non-textual elements
(HTML tags and their corresponding attributes) most often special text-processing programs and their
predefined applications (HTML Parser) are used. This again is problematic for several reasons. First,
using predefined text-processing operators to delete non-textual elements makes one platform-
dependent since a specific HTML Parser can not be (easily) implemented into any other text-
processing program in use. Secondly, since the extraction algorithm of the HTML-Parser is complex
or not presented at all its extraction results can hardly be validated. Thirdly, because of these
drawbacks empirical research results are challenging to replicate for a particular or any other data
sample. Regular expressions can in fact overcome these problems in extracting textual information
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embedded in financial statements filed with the SEC. They offer platform-independent (research)
results which can be validated and replicated for any data sample at any given time.

The proposed extraction algorithm (“Annual Report Algorithm”) first decomposes the “Complete
Submission Text File” (file extension *.txt) into its components (RegEx 1). In the end, the entire
algorithm is validated through obtaining exactly one core (Form 10-K) document and the number of
exhibits which have been embedded in the “Complete Submission Text File” for every financial
statement in the data sample. Next, the “Annual Report Algorithm” identifies all other file types
contained in the submission since these additional documents are not either a core document or an
exhibit within the text version of the filing (RegEx 2). Table 4 illustrates the regular expressions
needed to decompose the “Complete Submission Text File” of a financial statement filed with the
SEC and to identify the embedded document (file) types.

Table 4. Regular expressions contained in the “Annual Report Algorithm”

ID | Description Regular Expression
1 Decomposition of “Complete Submission Text File” (75)=DOCUMENT=_*?</DOCUMENT
2 Identification of document (file) types <TYPE=*

Notes: The table presents the regular expressions contained in the “Annual Report Algorithm” for
extracting documents and identifying document (file) types.

In addition to the filing components described earlier (10-K section, exhibits, XBRL, graphics),
several other document (file) types might be embedded in financial statements such as MS Excel files
(file extension *.xlIsx), ZIP files (file extension *.zip) and encoded PDF files (file extension *.pdf). By
applying additional rules in the “Annual Report Algorithm” (RegExes 3-22) these documents are
deleted to be able to extract textual information only from the core document and the various exhibits
contained in the “Complete Submission Text File”. The additional SEC-header is not supposed to be
removed separately since it has already been deleted by the algorithm. Table 5 illustrates the regular
expressions applied to delete document (file) types other than the core document and the
corresponding exhibits.

Table 5. Regular expressions contained in the “Annual Report Algorithm”

D Description Regular Expression

3 Pemoval of graphic files (75)=TYPE-GEAPHIC *?=/TEXT=

4 Femoval of MS Excel files (75)=TYPE=EXCEL *?=/TEXT=

3 Femoval of PDF files (7s)=TYPE=PDF *?=/TEXT=

6 Femoval of ZIP files (75)=TYPE=ZIP *?=/TEXT

7 Femoval of cover letter (?5)=TYPE=COVER *?</TEXT=

3 Femoval of correspondence (?5)=TYPE=COERESP *?=/TEXT=

4 Feemoval of XBEL instance document (?5)=TYPE=EX-10[01].IN5 *?=/TEXT

10 Femoval of XBEL instance document (?5)=TYPE=EX-99 SDE [EL].INS *?=/TEXT=
11 Feemoval of XBEL taxonomy extension (?5)=TYPE=EX-10[01].5CH *?=/TEXT=

12 Feemoval of XBEL taxonomy extension (?5)=TYPE=EX-99 SDE [EL].SCH.*?=/TEXT=
13 Feemoval of XBEL taxonomy extension (?5)=TYPE=EX-10[01].CAL *?=/TEXT

14 Feemoval of XBEL taxonomy extension (?5)=TYPE-EX-99 SDE [EL]).CAL *?=/TEXT=
15 Feemoval of XBEL taxonomy extension (?s)=TYPE-EX-10[01].DEF *?=/TEXT=

16 Feemoval of XBEL taxonomy extension (?5)=TYPE-EX-99 SDE [EL]LAB *7</TEXT=
17 Femoval of XBEL taxonomy extension (?5)=TYPE=EX-10[01].LAB *?=/TEXT

18 Feemoval of XBEL taxonomy extension (?5)=TYPE-EX-99 SDE [EL]LAB *7</TEXT=
19 Feemoval of XBEL taxonomy extension (?5)=TYPE=EX-10[01] PRE *?</TEXT=

20 Feemoval of XBEL taxonomy extension (?5)=TYPE=EX-99 SDE [EL] PRE *7=/TEXT:
21 Feemoval of XBEL taxonomy extension (?5)=TYPE=EX-10[01] REF *?</TEXT=

22 Feemoval of XBEL documents (?8)=TYPE=XML *?=TEXT
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Notes: The table presents the regular expressions contained in the “Annual Report Algorithm” for deleting
nonrelevant document (file) types.

Next, the “Annual Report Algorithm” deletes all metadata included in the core document and the
exhibits (RegExes 23-27). Table 6 illustrates the regular expressions for deleting metadata in SEC
EDGAR documents.

Table 6. Regular expressions contained in the “Annual Report Algorithm”

ID | Descripticn Repgular Expression

23 | Removal of document type information TYPE-*

24 | Removal of sequence information SEQUENCE=*

25 | Eemoval of filename FILENAME=*

26 | Removal of description DESCEIPTION=*

27 Femoval of head section (including document title) (?e)=HEAD:= *?=/HEAD:=

Notes: The table presents the regular expressions contained in the “Annual Report Algorithm” for deleting
nonrelevant document metadata.

Before deleting all HTML elements and their corresponding attributes (RegEx 29) the algorithm
deletes tables since they contain non-textual (quantitative) information (RegEx 28). Table 7 illustrates
the set of regular expressions applied to delete tables and HTML elements embedded in financial
statements filed with the SEC.

Table 7. Regular expressions contained in the “Annual Report Algorithm”

ID | Description F.egular Expression
28 Femoval of table content (?e)(M)=Table. *?=/Table
29 Femoval of HTML tags and attributes (Pe)=["=]*=

Notes: The table presents the regular expressions contained in the “Annual Report Algorithm” for deleting
tables and HTML elements

After extracting the core document and the exhibits as well as deleting all HTML elements, the
“Annual Report Algorithm” adjusts the content embedded in the body section of each
HTMLformatted document in order to extract textual elements from financial statements on the
EDGAR database. According to the SEC filer manual the EDGAR system suspends financial
statements which contain extended ASCII characters. However, it supports submissions with extended
character references. By using ISO-8859-1/Latin-1 decimal character references or entity-names
(either technique is allowed within SEC submissions) extended ASCII characters can be embedded in
financial statement submissions. These extended character sets within HTML documents included in
the “Complete Submission Text File” need to be decoded to be able to extract human-readable textual
information from financial statements [34]. The “Annual Report Algorithm” finally decodes all
extended character sets (RegExes 30-680) most likely embedded in financial statements filed with the
SEC and its EDGAR system formatted in HTML 4.01 (ASCII, ANSI/Windows-1252, ISO-8859-
1/Latin-1, mathematical, Greek, symbolic and special characters).

5.3. Extraction Results

By applying the “Annual Report Algorithm” investors and researchers are able to extract textual
information from financial statements filed with the SEC for thousands of companies in a fully
automated process. Based on the “Complete Submission Text File” provided by the EDGAR system
the algorithm extracts the core (Form 10-K) document and the exhibits which have been embedded in
the text version of a company’s financial statement. For example for Coca Cola’s 2015 annual report
on Form 10-K filed on February 25, 2016 via EDGAR the algorithm extracts one core document in
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addition to ten different exhibits. Figure 1 illustrates partial extraction results for the 10-K section of
the annual report as well as for two exhibits.

UNITED STATES SECUERITIES AND EXCHANGE COMMISSION Washington, D.C. 20549 FOEM 10-K For
the fiscal year ended December 31, 2015 OR For the transition period from to Commission File No. (01-02217
(Exact name of Fegistrant as specified in its charter) Fegistrant's telephone number, mcluding area code: (404)
676-2121 Securities registered pursuant to Section 12{b) of the Act: Securities registered pursuant to Section 12{g)
of the Act: None. .

Exhibit 23.1 CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIPM We consent to the
incorporation by reference in the registration statements and related prospectuses of The Coca-Cola Company
listed below of our reports dated Febmary 23, 2016, with respect to the consclidated financial statements of The
Coca-Cola Company and subsidiaries, and the effectiveness of intemnal control over financial reporting of The
Coca-Cola Company and subsidiaries, included i this Annual Eeport (Form 10-K) for the year ended December
31, 2015, /s/ EENST & YOUNG LLP Atlanta, Georgia February 235, 2016. ..

EXHIBIT 31.1 CERTIFICATIONS I, Muhtar Kent, Chairman of the Board of Directors and Chief Executive
Officer of The Coca-Cola Company, certify that: 1. I have reviewed this anmal report on Form 10-K of The Coca-
Cola Company; 2. Based on my knowledge, this report dees not contain any untrue statement of a matenial fact or
omuit to state a material fact necessary to make the statements made, in light of the circumstances under which such
statements were made, not misleading with respect to the period coverad by this report. ..

Figure 1. Examples of the extraction result of the “Annual Report Algorithm*

Notes: The figure presents extraction results from Coca Cola’s 2015 annual report on Form 10-K filed with
the SEC. The first part of the figure displays the actual 10-K section embedded in text version of the
submission. The second part shows the statement of the auditing firm. The certification of the annual report
by the CEO is presented in the last part of the figure.

.Besides from textual content of entire documents (10-K section and exhibits) contained in the
“Complete Submission Text File” investors and researchers might be interested in extracting textual
information from particular sections (Items) within the core 10-K section of an annual report (like
Item 1A - Risk Factors; Item 3 - Legal Proceedings; Item 7 - Management’s Discussion and Analysis
of Financial Condition and Results of Operations etc.). In order to extract textual information from
particular 10-K items the “Annual Report Algorithm” is modified to the “Items Algorithm”.
Excluding all exhibits, the modified “Items Algorithm” isolates only the 10 K section within the SEC
submission. After deleting nonrelevant information and decoding reserved characters within the
document investors and researchers can extract textual information from specific 10-K items. Table 8
specifies the modified “Items Algorithm” applied to extract textual information from particular items
of the annual report on Form 10-K filed with the SEC.

Using only regular expressions to extract textual information from financial statements investors and
researchers can implement the designed extraction algorithms in any modern application and
computer program available today. By applying either the “Annual Report Algorithm” or the “Items
Algorithm” entire documents (10-K section and exhibits) or particular items from the core 10-K
section can be extracted from the annual SEC submissions in order to be analyzed. More importantly,
while compensating for expensive commercial products the algorithms and their extraction results can
be validated and replicated for any data sample at any given time. Figure 2 finally illustrates several
extraction results of the “Items Algorithm” from the annual report on Form 10 K highly relevant to
investors and researchers alike.
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Table 8. Regular expressions contained in the “Items Algorithm”
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D Description Eegular Expression

1.1 Extraction of 10-K section (?5)=T Y PE=10-E_*?=\TEX [~

21 Eemoval of document metadata FegExes 2328

31 Eemovwal of table content (21?1 )¥=Table *7=/Table=

4.1 Decoding of reserved characters See RegExes 30-680

51 Identification and renaming of item headings (*="Ttem™) (75071 T +ltem|=Item " Ttem

6.1 Eemoval of nmltiple -E]:l.t;:ul"r spaces (?s) +

71 Extraction of Ttem 1. Business (P71} Ttem 1[~AB012345] *7°Ttem

7.2 Extraction of Item 1A - PRask Factors (?s)71) Ttem 1A ¥ Ttem

T3 Extraction of Item 1B. - Unresolved Staff Comments (25371} Item 1B *7*Ttem

74 Extraction of Ttem 2. - Properties (75371 Ttem 2 *7"Ttem

7.5 Extraction of Item 3. - Legal Proceedings {7571} Ttem 3. *7°Item

76 Extraction of Ttem 4. - Nhne Safety Disclosures (253171} Ttem 4 *7*Ttem

77 Extraction of Ttem 3 - Executive Officers of the Company (53?1 Ttem X _*7"Ttem

TE Extraction of Ttem 3. - Market for Registrant’s Common (75371 Trem 5 *7*Ttem
Equuty, Eelated Stockholder Matters
and Issuer Purchases of Equuty
Securities

79 Extraction of Ttem 6. - Selected Financial Data (75371} Ttem & *7"Ttem

7.10 | Extraction of Item 7. - Management's Discussion and Analysis (s Item 7[™A] *7°Ttem
of Financial Condition and Fesults of
Operations

711 | Extraction of Ttem T4 - Quantitative and Cualitative (5371 Ttem 7A ¥ Ttem
Dizclosures About Market Fisk

7.12 | Extraction of Item E. - Financial Statements and (7=} Item B.*7"Ttem
Supplementary Data

713 | Extraction of Item 9. - Changes in and Disagreements with (P53 Item 9" AB] ¥ Item
Accountants on Accounting and
Financial Disclosure

7.14 | Extraction of Item 94, -  Confrols and Procedures (P50 Ttem QA * T Item

7.15 | Extraction of Item 9B. - Other Information [2s3(71) Item 9B *7°Item

716 | Extraction of Ttem 10. - Dhrectors. Executive Officers and (5371 Trem 10 *7*Ttem
Cormporate Governance

7.17 | Extraction of Item 11. -  Executive Compensation (?s)371) Item 11 *7°Ttem

718 | Extraction of Ttem 12. - Security Ommership of Certain (25371 Trem 12 *7°Ttem
Beneficial Oamers and Management
and Felated Stockholder Matters

7.19 | Extraction of Item 13. - Certain Felationships and Felated (?s)71) Ttem 13 *7°Ttem
Transactions, and Dhrector
Independence

7.20 | Extraction of Ttem 14. - Principal Accounting Fees and Services (s Trem 14 *?(*Ttemn|=TEXT=)

7.21 | Extraction of Ttem 15. Exhibits. Fimancial Statement Schedules | (7s)7i) Ttem 15[™*]*7=2TENT-

B.1 Femoval of HTML tags a.nd attributes {Te)=["=]*=

Notes: The table presents the regular expressions contained in the modified “Items Algorithm” for

extracting particular items from the annual report on Form 10-K. RegExes 1.1-6.1 modify the text version
of a financial statement to be able to extract (clear) textual information from particular items. RegExes 7.1-
7.21 represent the actual regular expressions designed to extract particular sections from the text version of
the annual report.

“Item 1A RISK FACTORS In addition to the other information set forth in this report. you should carefully
consider the following factors. which could materially affect our business. fimancial condifion or results of
operations in future periods. The risks described below are not the only risks facing our Company. Additional
risks not currently known to us or that we currently deem to be immaterial also may materially adversely affect
our business., financial condition or results of operations in fiture periods_ ..

“Item 3. LEGAT PROCEEDINGS The Company is involved in warious legal proceedings. including the
proceedings specifically discussed below. Management believes that the total liabilities to the Company that may
arise as a result of currently pending legal proceedings will not have a material adverse effect on the Company
taken as a whole. Aqua-Chem Litigation On December 20, 2002, the Company filed a lawsuit { The Coca-Cola
Company v. Aqua-Chem. Inc.. Civil Actiom No. 2002CW631-50 ) m the Supernor Court of Fulton County.
Georgia. ..

“Item 7. MANAGEMENT'S DISCUSSION AND ANATLYSIS OF FINANCIATL CONDITION AND RESULTS
OF OPERATIONS Overview The following Management's Discussion and Analysis of Financial Condition and
Results of Operations ("MD&A™) is imtended to help the reader understand The Coca-Cola Company. our
operations and our present business environment. MDEA is provided as a supplement to - and should be read in
conjunction with - our consolidated financial statements and the accompanyving notes thereto contained in "Ttem 8
Financial Statements and Supplementary Data" of this report. This overview summarizes the MMD&A . which
includes the following sections._ .

the

Figure 2. Examples of the extraction result of the “Items Algorithm”

Notes: The figure presents extraction results from Coca Cola’s 2015 annual report on Form 10-K filed with
SEC. The first part of the figure displays Item 1A (Risk Factors) embedded in the overall 10-K section.
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The last two parts of the figure show Item 3 (Legal Proceedings) and Item 7 (Management’s Discussion
and Analysis of Financial Condition and Results of Operations) contained in the 10-K section of the
“Complete Submission Text File”

6. VALIDATION OF EXTRACTION ALGORITHMS

In order to validate the proposed extraction algorithms and to test their capabilities, I retrieve all Form
10-K filings listed in the SEC EDGAR form index files. Using the data gathering method as described
in Section 3 in total 188,875 annual reports (167,599 on Form 10-K and 21,276 on Form 10-K405 )
filed between 1993 and 2016 are retrieved from the EDGAR database (SEC EDGAR Form 10-K types
as used in Loughran and McDonald 2011a). The “Annual Report Algorithm” is applied to all
submissions to derive different word counts for each filing made with the SEC. In addition to the
overall word count of an annual report, for each core document (10-K section) and the exhibits
embedded in a “Complete Submission Text File” an individual word count is retrieved in order to be
compared (XBRL files declared as exhibits are deleted). Figure 3 illustrates how word counts for each
filing and its components are obtained from the “Complete Submission Text File” for the document
validation process of the “Annual Report Algorithm”.

[ Unadjusted: SEC EDGAR. “Complete Submission Text File ” |

1 1 1
10-K Section Exhibits Full Report
(75)=TYPE=>10-K *?</TEXT> (?5)=TYPE-EX *?</TEXT> (?s)<DOCUMENT> *?<DOCUMENT>

1 1 1

[ Applying ~Annual Report Algorithm™ (RegExes 2-680) |
4 1 1
| Word Count 10-K Section | Word Count Exhibits | .
1 1 1

[ Word Count 10-K Section + Exhibits [ Word Count Full Report |
1 1

[ Word Count Comparison ]

Figure 3. Document validation process of the “Annual Report Algorithm”.

Notes: The figure presents the document validation process of the “Annual Report Algorithm”. The
“Complete Submission Text File” of each financial statement as provided on the SEC server is used to
extract all relevant components (documents). The “Annual Report Algorithm” is applied to each filing in
order to retrieve word counts for all relevant documents embedded in the submission. The word count of all
relevant documents is compared with the overall length of the submission. A mismatch between the word
counts would indicate that the entire report contains nonrelevant document (file) types after applying the
“Annual Report Algorithm”.

This word count comparison between the overall report on full length and its different components
cannot be a validation of the “Annual Report Algorithm” since the same algorithm is simply applied
to different sets of textual information (10-K section, exhibits, full report). However, if the entire
report would still contain document (file) types or elements which are not a part of the core 10-K
section or a corresponding exhibit the word count of a certain financial statement would be artificially
increased (Word Count Full Report). In fact, the ability to validate the entire extraction procedure by
applying an alternative to the “Annual Report Algorithm” (e.g. HTML-Parser) is limited since to a
certain extent the same regular expressions have to be used to create the input for both extraction
methods in the first place (extracting core 10-K document and exhibits, deleting nonrelevant
document (file) types etc.). Due to this disability in validating the entire extraction process from the
beginning by applying an HTML-Parser one has to validate the input the proposed algorithm is
creating and its extraction results separately, therefore validating the entire information extraction
process. The validation of the textual input created by the “Annual Report Algorithm” is represented
by the extraction algorithm itself since it uses only regular expressions combined with the electronic
filing requirements introduced by the SEC (precisely not the SEC but Attain, LLC). According to the
SEC, all documents embedded in a “Complete Submission Text File” must be equipped with a
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“<TYPE>” tag representing the conformed document type of that particular submission part within
the text version of the filing (<TYPE>10-K, <TYPE>10-Q, <TYPE>8-K, <TYPE>EX-I,
<TYPE>EX-2 etc.) [45]. The “Annual Report Algorithm” (RegExes 1-29) uses these requirements in
order to extract the core document and the corresponding exhibits from annual reports while deleting
all documents associated with XBRL and other document (file) types. The search patterns of the
“Annual Report Algorithm” which have been designed accordingly to the filing requirements of the
SEC can be validated due to the general pattern notation of the regular expression language.

An output comparison between the “Annual Report Algorithm” and a common HTML-Parser shall
serve as an additional validation for the remaining extraction procedure. Therefore, I modify the
“Complete Submission Text Files” as provided by the SEC (unadjusted filings) and apply the first part
of the “Annual Report Algorithm” (RegExes 1-29) in order to make the text version of the financial
statements readable for the predefined HTML-Parser (adjusted filings). Since this part of the overall
validation process focuses on how well the “Annual Report Algorithm” is capable of decoding escape
sequences embedded in a “Complete Submission Text File” the aggregated text length of both
procedures are compared rather than the word counts due to decimal character encodings (a simple
word count comparison would not fully capture the disability of the “Annual Report Algorithm” in
decoding these character references in relation to the HTML-Parser). Figure 4 illustrates the output
validation process of the “Annual Report Algorithm”.

| Unadjusted: SEC EDGAE. "Complete Submission Text File ™ |

[ Applying ~Annual Report Algorithm™ (RegExes 1-29) |

l Adjusted: SEC EDGAR. “Complete Submission Text File ™ |
1

HTMIL-Parser “Amnnual Feport Algorithm™
(applying predefined text processing operator for (applying remaining regular expressions
decoding escape sequences) contained in the “Anmual Report Algorithm™)
1 1
Aggregated Text Length Aggregated Text Length
(not word count but ageregated text length due to (not word count but aggregated text length due to
decimal character references) decimal character references)

1 1
[ Agcregated Text Length Comparison |

Figure 4. Output validation process of the ,,Annual Report Algorithm”

Notes: The figure presents the output validation process of the “Annual Report Algorithm”. The “Complete
Submission Text File” of each financial statement as provided on the SEC server is adjusted in order to
compare the output of the algorithm with the output a common HTMLParser would produce. RegExes 1-29
modify the unadjusted document as provided on the EDGAR database before applying a predefined text
processing operator (HTML-Parser). The aggregated text length for all filings of both procedures is
compared in order to validate the capability of the ,,Annual Report Algorithm” in decoding escape
sequences. The aggregated text length includes each individual element in an underlying text document
(text, digits, spaces, special characters etc.).

In contrast to the “Annual Report Algorithm” the modified “Items Algorithm” is validated by its
ability to distribute the extracted information to the individual items an annual report filed with the
SEC is composed of. In order to test and validate the capabilities of the “Items Algorithm” I again use
the “Complete Submission Text Files” as provided by the SEC and extract only the 10-K section of
each filing. For each submission, I retrieve separate word counts for the 10-K section and for all
individual items extracted by the “Items Algorithm”. Despite textual information embedded in the 10-
K section not contained in a particular item (introduction) a word count comparison between the
overall 10-K section and all items represents an attempt to validate the capabilities of the “Items
Algorithm” in extracting certain sections from the core document of an annual report filed with the
SEC and its EDGAR system. Figure 5 illustrates the content validation process of the “Items
Algorithm”.
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I Unadjusted: SEC EDIGAR. “Complete Submission Text File”

10-K Section

(?s)=TYPE=10-K_ *?=/TEXT=

[ Applyving “Ttems Algorithm”™ (FegExes 2.1-6.1)

|
1 1 1 1
1 | Item 1 ] [ Ttem 1A —Ttem 14 | Ttem 15 ]
i 1 1 1
i | Word Count | | Word Count{s) | [ Word Count |
1 1 1 1
[ Word Count of 10-K Section || Word Count of all 10-K Items |
1 1
|

[ Word Count Comparison

Figure 5. Content validation process of the “Items Algorithm”

Notes: The figure presents the content validation process of the “Items Algorithm”. First, the entire 10-K
section of each filing from the “Complete Submission Text File” as provided on the SEC server is
extracted. Word counts for the entire 10-K section as well as for all individual items are retrieved by
applying the “Items Algorithm” in order to be compared. Due to structural changes of the annual report on
Form 10-K over time (different number of items) the relation of text length between the overall 10-K
section and all individual items shall represent the ability of the algorithm to extract particular items from
the 10-K section.

Table 9 presents the validation results for the “Items Algorithm”.

“Ttems Algorithm™
Filings :':I.’Md Cn_}unt Precizsion, Fecall, and F-measure
Vear omparison _
% of | Rest’ | Filings Ttems

Number - It?r!.l; EEE‘?:II- Tested | Exmists | Extracted | Correct | Precision | Eecall F-
‘o ) measure
2016 2886 | 44463 [ 9772 228 10 1493 191 185 9686 | 9487 9385
2015 3714 | 4651 [ 9760 | 240 10 200 200 195 9730 | 97.50 9750
2014 4004 | 4953 [ 9752 | 248 10 198 197 193 Q787 | 9747 9772
2013 1062 | 4888 [ 9753 | 247 10 192 188 188 10000 | 9702 9505
2012 3038 | 46.92 739 2481 10 198 192 183 9531 92 42 9385
2011 4104 | 4643 [ 9743 [ 257 10 1493 191 189 9893 97.93 9844
2010 2805 | 3061 [ 9710 [ 290 10 147 168 155 9226 75.68 8493
2009 2719 | 2763 [ 9715 | 285 10 196 181 164 a0.61 £3.67 87.00
2008 2077 | 2375 [ 9728 | 272 10 196 184 170 9239 | 86.73 8047
2007 2065 | 24.08 738 | 2462 10 1493 184 173 9402 | BRT2 9129
2006 2662 | 3007 [ 9749 [ 251 10 198 184 165 8067 | 8333 £6.39
2005 3122 | 3462 [ 9770 230 10 181 175 163 9314 | 9006 9157
2004 3496 | 4081 [ 9760 | 240 10 173 170 163 Q588 | 9422 9504
2003 3003 | 4609 [ 9733 | 247 10 161 161 154 95.63 95.63 9565
2002 4061 | 3557 [ 9765 | 235 10 130 150 150 100.00 | 100.00 100.00
2001 5799 | 6271 [ 9761 | 239 10 146 144 135 9373 92 47 93.10
2000 6,268 | 6351 [ 9755 245 10 150 149 138 9262 | 9200 9231
1999 6302 | 6226 [ 9755 [ 245 10 146 145 143 9862 | 9745 9528
1998 6492 | 63.11 [ 9756 | 244 10 140 140 128 91.43 91.43 9143
1997 6,307 | 6462 [ 9743 [ 257 10 132 129 125 9600 | 9470 9579
1995 3018 | 6261 [ 9727 273 10 136 121 112 9236 | 8235 8714
1995 1,907 | 5893 [ 9707 | 293 10 135 135 127 9407 | 9407 9407
1994 1.039 | 53403 [ 9723 | 277 10 140 139 133 9568 | 9500 9534
1993 1| 2500 [ 9849 1.51 1 14 14 14 10000 | 100.00 100.00
Total | 88541 | 4688 | 9748 | 252 231 | 3962 3.832 3,645 9512 | 9200 9353

Table 9. Validation results of the “Items Algorithm”

Notes: The table presents the validation results of the “Items Algorithm”. The second and third columns
show the number of filings of which items could be extracted from by applying the “Items Algorithm”
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(filings were not machine-parsable due to lacks of content, inconsistent filing structure, table tags and
HTML formatting inconsistencies). Only filings with extracted items length exceeding 90 percent of 10-K
section are presented. The next two columns show the average amount of extracted information from each
filing in a particular year since 1993. The next columns show the performance evaluation of the “Items
Algorithm” using precision (=number of correct answers/number of total answers), recall (=number of
correct answers/total possible correct answers), and F-measure (=2*precision*recall/precision+recall).

7. DESCRIPTIVE STATISTICS ON FORM 10-K CONTENTS

In total, I examine the textual composition of 188,875 annual reports filed with the SEC between 1993
and 2016. On average, an annual report on Form 10-K submitted to the EDGAR system during the
sample period is composed of 38,240 words. The average word count of an annual submission
increased from 39,730 in 1994 to 46,111 in 2016. The medians of the word counts increased
accordingly. The majority of textual information embedded in an annual report on Form 10-K are
contained in the core document (64.95 percent) whereas the disclosed exhibits represent only a
minority of the overall textual elements stated in annual submissions (35.04 percent). By examining
the EDGAR database and its Form 10-K filings in more detail, investors and researchers can see that
the average file size (Megabyte) of an annual report made with the electronic disclosure system
increased in recent years due to HTML formatting, ASCllencodings and XBRL documents. Table 10
presents descriptive statistics of the text length and the file size of 188,875 annual reports on Form 10-
K (Form 10-K405) filed with the SEC between 1993 and 2016.

Table 10. Descriptive statistics of SEC EDGAR Form 10-K reports

Word Count File Size

Year | Filings F{}J\J'Jmi%pei? 10K Sections | Exhibits | Mean | Med. Max.

Mean | Med Max, (%) Ce) | OBy | (ME) (MB)
3016 | 6467 | 36111 | 39.097 | 1.112.167 7054 | 2046 | 1250 | 9.1 361,90
3015 | 7085 | 43.000 | 37062 | 1.657.000 7051 2040 | 1512 1018 11452
3014 | 8.084 | 43501 | 35.840 | 2.884.474 7838 | 2160 | 1408 o7 102,86
3013 | 8105 | 43.884 | 35.181 | 6257.101 7732 | 2068 | 1302 | 038 35418
3012 | 8393 | 41354 | 34.135 | 1441676 7860 | 2137 | 868 | 490 13048
3011 | 8840 | 41.087 | 33.008 | 1.031.964 7733 | 2267 | 4.48 171 31257
3010 | 9.165 | 20584 | 32448 | 0957.870 7765 | 2235 | 250 149 957
3000 | 9.830 | 20.406 | 32.074 | 3997528 7497 | 2503 | 190 133 6.1
3008 | 8746 | 39.183 | 32501 779.538 n | 78] 17 137 6107
3007 | €574 | 39.761 | 32206 | 2617579 7367 | 2633 | 181 138 91.00
3006 | 8.852 | 36.010 | 30247 | 008.016 7076 | 204 | 142 101 6116
3005 | 0.017 | 36.166 | 28.854 | 1442810 6613 | 3386 | L10| 082 80.62
3004 | 8367 | 38.633 | 28.655 | 1.008.146 5055 | 3045 008| 067 3783
3003 | 8468 | 39.103 | 28.738 | 011082 S815 | 4183 | 080 033 7401
3002 | 8027 | 37255 | 26.201 | 1.545.636 38| 4715 059 034 3650
3001 | 0.048 | 35.153 | 24.531 | 1.308.749 503 | 4797 040 | 028 3334
3000 | 9.860 | 33.060 | 23.610 | 1.258.064 5101 4807 035] 026 19.01
1000 | 10.122 | 33.634 | 23200 | 496.458 1040 | 5056 033 023 2.0
1008 | 10287 | 35334 | 22006 | 667721 1127 5571 033 024 18
1007 | 0.800 | 32060 | 20496 | 650.347 118d | 5504 030 022 18
1006 | 6.258 | 20.060 | 19.082 | 447459 1568 | 5431 08| 021 135
1005 | 336 | 34803 | 22570 | 361832 3851 | 6148 | 034 024 103
1004 | 1.023 | 30.730 | 25510 | 533782 3755 | 6045 | 030 038 137
1003 1] 20571 | 18247] 31093 8301 1699 03| 026 027
Total | 188.875 | 38240 | 28.772 | 6357.121 6105 | 3504 | 336| 0.1 11452

Notes: The table presents descriptive statistics of the text lengths, document compositions and file sizes for
all annual reports filed with the SEC since 1993. Columns 3-5 show the means, medians and maxima of
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word counts of Form 10-K filings made on EDGAR. The average distribution of textual information
between the 10-K sections and exhibits contained in the “Complete Submission Text Files” is presented in
column 6 and 7.

The distribution of textual elements among the various 10-K items is unequal. On average 22.65
percent of all textual information are contained in Item 1 (“Business”). Describing a company’s
business as well as its main products and services, the item may also include information about the
competition, regulations and other issues a particular company is faced with [46] [47]. Item 7
(“Management’s Discussion and Analysis of Financial Condition and Results of Operations —
MD&A”) represents 18.58 percent of the given information within Form 10-K filings made with the
SEC. The item states information about a company’s operations and financial results in addition to its
liquidity and capital resources. The section may include off-balance sheet arrangements and
contractual obligations alongside key business risks [46] [47]. Item 8 (“Financial Statements and
Supplementary Data”) requires a company to disclose audited financial statements [46] [48] [47].
Additional information explaining the financial statements in more detail (“Notes to Consolidated
Financial Statements”, “Report of Management”, “Report of Independent Registered Accounting
Firm” etc.) represent 15.96 percent of all given information in the 10-K section of an annual report.
Item 1A (“Risk Factors”) describes significant factors that may adversely affect a filer’s business,
financial condition or future financial performance [46] [47]. Since electronic filings became available
on average 8.42 percent of all textual information disclosed in annual submissions are contained in
this section. Each of the remaining items only represent a fraction of the overall textual information
embedded in Form 10-K filings. While the length for most sections in annual reports remained
constant over time the amount of textual information contained in Item 1A (“Risk Factors”) increased
from 12.56 percent in 2006 to 20.10 percent in 2016 indicating that SEC EDGAR filers disclose more
information about risks in recent years.

8. SUMMARY

This paper displays the huge amount and variety of publicly available corporate information filed
with the SEC and distributed by its EDGAR database. It shows how massive data can be retrieved
from the SEC server in a fast and efficient way using simple and easy accessible software. The
second main purpose of this paper is to create standardized procedures (“Annual Report
Algorithm” and “Items Algorithm”) investors and researchers can use to extract any kind of
textual information from financial statements filed with the SEC. This is achieved by providing
regular expressions for multiple steps of data cleaning and filtering. Using these dynamic and
platform-independent extraction algorithms the paper analyses the textual composition of more
than 180,000 annual reports filed with the SEC via the EDGAR system between 1993 and 2016.
The algorithms are tested for validity in several ways. The tools and algorithms intend to reduce
costs and lower technical boundaries for researchers in the field of finance and accounting to
engage in textual analysis.
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