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Instructional Case: Bethlehem Steel's
Pension Fund Disclosures

Mary S. Stone and Kenneth R. Ferris

“H
OW did your interview

with Bethlehem Steel go yesterday,
Kate?”

“I think it went fairly well, Matt. I
was very impressed with the Bethlehem
representatives that I met, and the em-
ployment opportunities in the Control-
ler's Division look very good. The one
thing that concerns me, however, is the
long-term prospects for the company.
You know, many of the older manufac-
turing companies in the United States
have really struggled to survive over
the last decade, in part due to foreign
competition. More than 25 domestic
steel companies have filed for bank-
ruptcy since 1977! Moreover, my dad
used to work for LTV Corporation, the
nation’s second largest steel producer—
that is, until the company filed for
bankruptcy in 1986 and he got laid off.
‘That experience has been very hard on
our family, so I'm particularly sensitive
to employee-related issues.”

“Before 1 make my decision to ac-
cept any offer, I intend to do some
background analysis. Based on my
dad's experience with LTV Corpor:
tion, which had over $4 billion in un-
funded pension obligations, 1 intend to
start with the company's pension plan.”

88

“At the conclusion of my interview
yesterday, the Bethlehem representative
gave me a copy of the company’s 1987
annual report and 10K report. I also
picked up a copy of a 1986 proxy state-
ment. I'm on my way to the library
right now to review these materials in
an effort to determine how financially
sound Bethlehem and its pension funds
really are.”

The results of Kate's research con-
cerning Bethlehem Steel and its pension
funds are set forth in the paragraphs
that follow. In addition, Exhibits 1, 2,
3, and 4, at the end of this case, contain
excerpts from various reports that Kate
believes to be relevant to a discussion
of Bethlehem Steel's pension fund dis-
closures.

Mary S. Stone is Associate Pro-
fessor of Accounting and Arthur
Andersen Faculty Fellow at the Uni-
versity of Alabama and Kenneth R.
Ferris is Professor of Accounting at
Southern Methodist University.

This case study was prepared from pub-
licly available documents.
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