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Appendix 3.09.3 
Is composed of two parts: 

1) Comparison between our book versus the FRC’s vision of the future of corporate 
reporting. 

2) Possible framework for preparers & long-term Financial statements 
 

Comparison between our book versus the FRC’s vision of the 

future of corporate reporting. 

Our book is: 
Disruption in Financial Reporting: a post-pandemic view of the future of corporate reporting 

 

There is a lot we agree with in the report including accessibility, connectivity, consistency, 
and transparency. We also agree with brevity, comprehensively and usefulness; relevance; 
comparability. 

 

The FRC continues with its ‘Fair, balanced, and understandable’, and the underlying ‘Fair 
and true’ for the underlying financial reports. The issue is that most companies do not provide 
a fair or balanced view. They misrepresent themselves. So we can only recommend this text 
if there is external (and neutrally, fully independent) assurance of the same. 

 

We have the CORE and a flexible set of MORE reports. Essentially our CORE report could 
include the three main FRC network of reports: Financial Statements, Business Report and 
Public Interest Report. Our scheme equates our CORE report with a subset of the FRC’s three 
reports. The FRC structure is more rigid. We believe that different groups of stakeholders 
require different information and reports. We are also much more keen on multiple 
objectives even though the FRC report does pay lip service to multiple objectives. 

 

The FRC has a more rigid set of even reports: 
3 major reports 

Financial Statements 
Business Report 
Public Interest Report 

4 subsidiary reports 
Supporting detail e.g. divisional information 
Special purpose report e.g. investor presentations 
Standing data e.g. policy information 
Other periodic reports e.g. half-year report 

 

We tend to be more flexible in our CORE and MORE especially in catering for different 
groups of stakeholders. 

 

We take a wider view of stakeholders, multiple objectives and flexibility. We agree with the 
communications focus, principles based. 

 

Page 18 of their report deals with materiality, 
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We propose that materiality is applied for the reporting network as a whole, and 
therefore defined at both the report level and the network level. 

Now we did not specifically argue for flexible materiality measurements, though it is 
embodied in our recommendations. 

 

Page 20. Though we approach this from different angles, we both agree with the content 
elements. 

 

Pages 21 and 22 we tend to go further than the FRC’s suggestions. We also add compulsory 
financial modelling by the directors. Page 23 we take a more robust and essential view of 
stress testing, forecasting, modelling, sensitivity analysis and independence (especially by the 
NEDs) of the same. 

 

Page 24 we are on the same page. The FRC say: 
A level playing field for non- financial information and elevating the needs of the 
public. 
The current model recognises playing field for non- financial information and 
elevating the needs of the public. 
The importance of non-financial elements of company performance, sustainability and 
public policy issues, but disclosures are dispersed and patchy. To improve the quality 
and effectiveness of non-financia1 reporting we need to bring together these elements 
into a coherent whole. 
We recognise the multitude of requirements and voluntary frameworks that currently 
drive non-financia1 reporting and support the development of globally recognised 
standards 

 

Page 28. Technology. Here we diverge in that we rely more on the availability of AI and 
tailored reports, with an underlying structure 

 

Page 30, the FRC outlines its approach to proportionality. Where as we embody the same 
throughout our recommendations. 

 

Possible framework for preparers long-term Financial statements 
We propose that preparers can produce in the CORE financial reporting system as follows but 
some of this (such as the forecasting model and data, and assumptions will be kept on the 
website (but subject to audit or a level of reassurance). The full set of components of the 
financial statement section is shown in Box 9.2. 

 

So the structure becomes: 
 

CORE report 

• Financial Statements as per Box 14.5 with the model and assumptions on the website 
and downloadable in Excel. 

• Narrative sections (summarised) see next section 

• Other 
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MORE Financial Statements reports 

• Alternative valuations and accounting rules producing different sets of accounts in 
full with reconciliations, and explanations in full 

• Additional explanations, information and details of the financial model to produce 
forecasts. With the model in Excel and all data and assumptions. 

• Other 
 

MORE reports extensions of the CORE reports. 

• All the narrative reports — only a smarmy in the CORE report. 

• All the committee reports — only a smarmy in the CORE report. 

• Other material. 

• Simulacra and marketing material 

• PR material. 
 

MORE reports for each class or group of stakeholders including: 

• Employees 

• Customers 

• Suppliers 

• Human rights 

• Investors 

• Lenders and banks 

• Environment, sustainability 

• Government 

• Local and national society and externalities 

• Analysts 

• Potential investors 

• Hedge funds 

• Many others... 
 

This is not pie in the sky or blue cloud thinking. We think and believe this is realistic given the 
progress in technology. We defend our assertions being entirely attainable, reasonable and 
feasible. 
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Box Proposed CORE report for the Financial Statements 
1) UK GAAP/IFRS as modified by our quick fixes with a primary external audit (to be 

explained in the next chapter). Optional: the same set of financial statements produced 
according to US GAAP (whatever that will become if significantly different from the 
UK/EU [and we assume it will be]). All to be externally assured to the our primary 
standard (explained in Chapter 16).. 
a) Consolidated income statement 
b) Consolidated statement of comprehensive income 
c) Consolidated balance sheet (opening, closing and average) 

Opening, closing and preferably two other time periods (but at least one), to provide 
an average balance sheet. We still advocate the opening, closing and average balance 
sheets. For the CORE annual report. 

d) Consolidated cash flow statement 
e) Consolidated statement of changes in euity 
f) Notes to the consolidated financial statements 
g) And other information as per current and future regulations. 

2) A set of financial statements but using a preferred valuation method and accounting rules, 
to better show the true underlying nature of the business — if permitted by the external 
auditors. For example, they could adopt different revenue recognition schemes. The 
differences could be explained and a resolution between IFRS and their favoured revenue 
recognition shown. Both sets would be externally audited to the primary auditing 
standard. 

3) To be agreed with the external auditors, a minimum set of KPIs and APMs relevant to 
the company or group and the industries in which it operates. These to be assured. 

4) A ten year history as per quick fix. Tertiary standard of external reassurance. 
5) A seven year forecast (current year plus six forecast years) plus a five year history with 

actuals against forecasts shown. These annual forecasts should include: 
a) Cash-flows 
b) Simplified income statement 
c) Simplified balance sheet 
d) Principle assumptions about exogenous variables and macroeconomic indicators 
e) Principle assumptions about endogenous variables (to be explained) 
f) Publication of a simplified financial model in an Excel spreadsheet (or equivalent) 

incorporating a simplified financial model that produces an equivalent forecast to the 
above. Together with any assumptions as to exogenous and endogenous variables. 
All physical variable assumptions to be stated. These data sets would be included 
with the published model. If the model changes, a set of reconciliations to previous 
history should be provided. 

6) A set of physical variables that align to the underlying physical variables in the published 
financial model. (To be defined later). 

7) Notes and reconciliations. 
8) Shareholder information 
9) Subsidiaries and joint ventures 
10) Advisers 
i i) More narrative in non-technical terms about the above 
12) Technical notes and glossary of terms used in the report 
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CORE Narrative and other reports 
As per today with possible expansions by the FRC new governance code and other additions 
and extensions. But we look at The Crown Estate’s approach of one page per committee. We 
think that should be extended to the remuneration report and independent auditors report. A 
one page summary should suffice. Further detail for each sub-report and committee can occupy 
a MORE report. We think that the framework should look as follows: 

 

We would like the preparers to aim to produce a report of under 100 pages. As before, we 
would like the chief executive to explain, if longer, why this is so. We accept that firms may 
want to add simulacra (marketing and PR material) so perhaps this could be a separate section 
at the beginning or end of the report, and also in a MORE report. This section should be clearly 
labelled as a public relations exhibit on each page at the top in reasonable font size — if it is not 
to count towards the 100 page limit which we are advocating. 

 

Only the CORE narrative and financial statements as above are to be included in the CORE 
report as a single entity on a website and also downloadable as a single pdf file and Excel file 
or equivalent. Wherever possible Excel files or equivalent should be available on the site and 
to download. And please when downloading set the default naming convention to include the 
name of the company, the type of report and the year. So many companies still not do this. 

 

All other MORE reports can be shown on the website with a possible PDF download facility. 
A level of assurance should be attached to each. This is discussed further in Chapter 16. 

Separate out the sustainability and environment report into a MORE report. 

Then one page for all the committees with the longer reports separately available 
For the CORE report one-page summaries if possible (order not important) and then the detail 
in further MORE. Not every firm will want to populate all the headings below. 
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Strategy 
Vision and Business Model (more detailed optional) 

(possibly two pages we like the BT version discussed in Chapter 15 
Objectives and constraints (as defined earlier and more detailed optional). 
Markets and products/services 
Our principle competitors 
Our resources 
Sustainability and environment (enhanced over current in a MORE report) 
Business overview 

Overall performance review including such issues as market share, sales 
volumes, pricing mix, expansion or contraction. 

What went wrong during the year (new) 
We would like to see a statement forcing management to identify events and 
performance that did not go to plan or was below what budget or standard. 

What went right during the year? (new) 
As per above. 

Unexpected events or issues (new) 
We think it would be useful to identify any factors or circumstances which 
affected the performance or otherwise of the company during the year being 
reported on. 

Financial highlights/overview and APMs 
Chairman’s statement 
Chief executive’s statement/review 
Divisional performance (if necessary) several pages 
KPIs and non-financial information (more relevant) 
The investment cases 
Human resources 
Employee 
Subcontractors and/or contractors 
Suppliers 
Supply chain 
Human rights, slavery and child labour 
Customers 
Marketing and PR — several pages 
One page each for the equivalent of Whitbread’s 

winning teams, customer heartbeat, profitable growth, food for good 
Financial review — possibly two pages 
Principle risk and uncertainties 
Going concern report to be renamed survivability report over the next 12 months 
Financial models 
Profit and cash-flow forecasts 

Summary of cash-flow forecast and explanation 
Viability report covering the next five years possibly seven years 
Corporate Citizenship and Public Interest 
Externalities report (possibly) 
Governance 
Board of directors 
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Audit committee report 
Summary of communications between external auditors and the audit committee 
Shareholder complaints as per the new governance code (forthcoming) 
Nomination committee and remuneration policy report 
Remuneration report (possibly combined with above) 
Independent/external auditors report 
Financial statements (several pages) 

using CORE assumptions, accounting rules and valuation methods 
guide and summary to alternative financial statements 

Summary of guide to notes 
Shareholder information 
List of subsidiaries and ownership levels 
History (ten year record) 
Glossary 
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MORE reports 
Expansions of all the above in separate reports. All the other reports. As identified previously 
we also think that each major stakeholder group should have a report aimed and targeted at 
their particular interests. Each organisation could have divisional and special interest group 
reports in the MORE set of reports. In a retail company this could go down to performance by 
retail outlet or by individual site or product line. This includes MORE reports for customers, 
suppliers, employees, environment and society, government and so on (see previous section) 

 
CORE report for non-institutional investors and stakeholders 
Now the CORE report is still probably beyond the grasp of those unfamiliar with the business 
or lacking financial knowledge. Even we find that some of the major legacy banks’ accounts 
are, in places, unfathomable. So, we have to do something for the smaller shareholder or 
stakeholder who wants to read a report of the whole company rather than something tailored to 
their specific stakeholder needs in the MORE reports. A simplified CORE financial statements 
to have an alternative standard format for non-professional stakeholders and lets us 
differentiate this from the standard CORE report by calling this SIMPLIFIED CORE. It would 
include all the main elements of the CORE report but highly summarised and simplified. There 
should be some assurance that the simplified version is consistent with the full CORE report. 

 

Rod is especially keen on this issue. That is why we have come up with the SIMPLIFIED 
CORE report for non-institutional shareholders and stakeholders. This report should be 
understandable by the shareholder on the venerable Clapham Omnibus. Some may regard this 
as a retrograde step, but we would like a standardised format, almost adopting a standard chart 
of accounts (as found in some EU countries) with common names, which would allow the 
shareholder or stakeholder to make easier comparison across firms. So more like a chart of 
accounts found on the continent. But the terms would be standardised across all companies. 
This would not affect the flexible layout of the full CORE report. 

 

This would be understandable and readable, no unique internal terms, for a wider shareholder 
and stakeholder list. It would be consistent with the main report. None of the committee reports 
would be included, just a sentence and a reference to the MORE reports and where they could 
be found in detail. There would be something more on risk assessment, business model, 
strategy and going concern and viability including a summary forecast. Notes: more 
intelligible, and not so daunting. Everyday common language. 

 

Problem of biased narrative reports or written in a way to influence 
Given the world of AI, the basics of any narrative in the CORE and standard MORE reports 
would also be duplicated in an AI friendly (but not human form). So an AI could assimilate 
this basic information and then provide a neutral narrative. The AI would also show differences 
between its interpretation and the actual original human narrative (if it exists). If the users 
wanted a particularly pessimistic or optimistic narrative, then the AI could produce: 

a) The original narrative prepared by humans and as presented by management 
mandatorily. Though this may be increasingly left to an AI. 

b) A neutral one (this would be essential and mandatory) produced by the AI given all the 
information in the CORE and may be other reports. This would only be a millisecond’s 
work for the AI. 
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c) Any narrative produced by the AI with the instruction to bias or twist the report in a 
certain way — optimistic, pessimistic, more cautious and so. 

d) If alternative accounting rules and valuations are demanded by the AI then it would be 
mandatory for the AI to produce a reconciliation between the main CORE report, any 
official accounting rules or valuation changes (e.g. to accommodate the Rolls-Royce 
jet engine mode of selling at a loss and claiming back profitable revenues from 
maintenance). 

e) There may need to be other safeguards and rules written into the AI so a user could not 
end up with a set of financial statements and narrative alone, that is an order of 
magnitude far-removed from the original or alternative CORE report, or a neutral 
appraisal by an AI (without human interference in any way). 


