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For the attention of: policy makers, regulators and key stakeholders

‘Recasting the reporting model’ – fulfilling society’s needs in the 21 century

The cost to society of the dotcom bubble, Enron and now the credit crunch is difficult to
quantify but from a financial perspective alone, conservative estimates suggest it runs into
many trillions of dollars. Given the size of the impact, can we afford to ignore the
possibility that a recast, more comprehensive corporate reporting model, could have helped
to better identify symptoms likely to undermine the sustainability of performance and
value?

This issue has prompted us to write to key stakeholders and policy makers around the
globe. This letter explains why we believe this is such a significant public policy issue. It is
accompanied by a longer thought piece ‘Recasting the reporting model’, which provides
further background as to why action is needed, how it could be approached and what the
key differences are in the core reporting models around the world.

The report was started before the credit crunch but the core proposition questions the
completeness and relevance of the current information set being reported, an issue that has
been raised by the Financial Stability Forum, the SEC, the large firm CEOs and many
others.

Given the magnitude of what is being proposed, the solution is not going to be created
overnight. We do, however, need a programme of considered engagement to look at this
issue over the next few years. This must include key market participants and could be
facilitated by the G20 leaders. This programme would focus on: understanding the full
information set that is critical to the capital markets; the cost/benefits of creating a more
integrated reporting model; the likely impact on market risk; and who should be
responsible.

Why should you commit the time and effort to facilitate progress with this initiative?

• The credit crunch is a reminder that financial measurement and financial reporting
alone cannot provide the insights needed to understand risk and business performance.
The current flows of information (ie, statutory financial information, investor relations,
credit ratings, regulatory supervision) to the capital markets are disjointed and
inefficient. This results in uneven information access, variability of information quality
and poor understanding of the full picture. As someone interested in this debate, you
can help push the debate forward as to whether a more cohesive and complete
information framework can better inform the market and those regulating it.
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• Society is about to enter a critical period where a significant element of public policy
will be focused on climate change. Carbon will become a new currency that impacts
every aspect of corporate life. Its arrival is in danger of clouding an already strained
information process. If unchecked, this could undermine government’s efforts to effect
change. If carbon reporting is to be a successful change mechanism, it will need to be
an integral part of the reporting model, not a bolt on. To ensure the corporate reporting
model remains relevant and reliable we need to create a consensus on how such holistic
reporting can be achieved.

We hope this thought piece captures your interest and you have time to read the attached
document. The credit crunch and the knock on effects it has caused around the world have
been a wake up call to all those involved in the wealth creation process. Whilst many of
the effects are negative it has provided an opportunity for a comprehensive rethink of the
regulation, governance and reporting model we need in the current century. Information
remains the lifeblood of the capitalist system and now appears an opportune time to make
sure the reporting model is focussed on the right information set and is accessible and
understandable to all those involved.

David Phillips
Senior Corporate Reporting Partner


