


The Corporate Report

A discussion paper
published for comment by
the Accounting Standards Steering Committee



& Accounting Standards Steering Committee, London, 1975

This is a discussion paper issued for camment an behalf of the
Accounting Standards Steering Committee of

The Institute of Chartered Accountants in England and Wales
In association with

The Institute of Chartered Accountants of Scotland

The Institute of Chartered Accountants in Ireland

The Association of Certified Accountants and

The Institute of Cost and Management Accountants

and

The Chartered Institute of Public Finance and Accountancy

and does not necessarily represent the views of the Committee or of the
Councils of these bodies

Comments on the discussion paper arg invited and should be
addressed 1o

The Technical Director
The Institute of Chartered Accountants in England and Wales
Chartered Accountants' Hall, Maargate Place. London ECZR 6EQ

All replies will be regarded as on public recard unless confidentiality is
requested by the commentator




The Corporate Report

A Discussion Paper
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We began work in October 1974 with the following terms of reference :
"The purpose of this study is to re-examine the scope and aims of
published financial reports in the light of modern nesds and

conditions

It will ba cancerned with the public accountability of economic
entities of all kinds, but especially business enterprises.

It will seek to establish a set of working concepts as a basis for financial
reporting. Its aims will be to identify the persons or groups for whom
published financial reports should be prepared, and the information
appropriate 1o their interests,

It will consider the most suitable means of measuring and reporting the
economic position, performance and prospects of undertakings for the
purposes and persons identified above The conclusions of this study
should be presented in summary or blueprigt form not later than

June 1975

We have agreed 1o the report which follows and which takes the form
of a discussion paper.
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Foreword

The Discussion Paper which follows is intended to be the starting point
of a major revievy of the users. purpcses and methods of modern
financial reporting. It 1s a first step, not the last word.

When in 1970 the Accounting Standards Steering Committee
embarked on the task of narrowing the areas of difference and variety
In accounting practices and establishing objective standards of
fimancial reporting. it was plain that a major review of the fundamental
purpose of financial reports and of users' needs was necessary. But
equally problems of the moment had to be tackled, and ASSC directed
11s first efforts into a programme of establishing and adwvancing
standards on the basis of an existing situation, That programme (3 nov
coming to fruition, and it is time to lay the groundwork for new
developments

“The Corporate Report” was prepared by a working party whose eleven
members were drawn from the six major UK and Irish acecountancy
bodies and included five from industry. three from public practice and
one each from the financial. local government and academic fields. The
Report is published without alteration by ASSC. It does not purport 1o
suggest solutions to all the major questions facing the accounting
profession @ task which would have been impessible in the time
available. Its purpose is to promote discussigp by indicating possible
directions for future development. I'emphasise that the Report does not
necessarily represent the views of the ASSC nor of any individual
accounting body

By chance, 11s appearance closely coincides with the publication of tha
Sandilands Report on inflation accounting. “The Corporate Report”
takes a wider view of the whole area of financial reporting, but
necessarly touches on the fundamental problem of measurement of
profit which 1s the concern of the Sandilands Report. It should be
stressed that “"The Corporate Report” was prepared without benedit of
any knowledge of the contents of the Sandilands Report. Taken
together. the two reports will, | believe, contribute greatly to the
dccountancy profession’s approach to the problem of asset valuation
and protil measurement

I believe “The Corporate Report” will be of interest to all those
concerned with the published financial reports of sigrificant enterprses
particularly those in senior management on whom ultimate
responsibility in these matters rests. ASSC invites discussion, comment
and above all testing of the ideas it cantains.

Ronald Leach, Chawrrmar,
Accounting Standards
Steering Committee, July 1975




Introduction to and plan of
this paper

The subject of our discussion paper

0.1 Oursubject is, in essence, the fundamental aims of published
financial reports and the means by which these aims can be achisved

0.2 The torm of report with which we are dealing we Rave termed the
‘corporate report’, by which we mean the comprehensive package of
information of all kinds which most completely describes an
organisation’'s economic activity. It will include more than basie
financial staternents, by which we mean those statements required 1o
be pubhshed by law or other competent authonty and which are
primarily concerned with reparting financial transactions and positions
Examples of basic finaricial statements include the balance sheet, profit
and loss aceount, and funds statement: they are typically subject 1o
audit. In addition te such staterments, the corporate report will contain
narrative and descriptive stalements and often. illustrative material
Examples of such additional statements include the Chairman's
stalement and the ‘results at a glance’

0.3 Ourdiscussion cantras round three rggin elements | the types of
arganisation which should be expected to publish regular financial
information ; the main users of such information and their needs : and
the form of report which will best meet those needs. Our view is that all
types of organisation of significant economic size whether in the public
ar private sectors, whether commercially onentated or not, and
however constituted in law, should be expected to publish regutar
financial reports as a matter of goed practice, if not of law. The users
with whom we are concerned are not those possessing special
aulhurily (managenal, proprietorial or stawiary) 10 demand particular
infarmation at discretion whenever they require it, but that larger class
of general users to whom a responsibility to report is owed and who
are not in a privileged pasition 10 enfarce special dermands.

Our approach

0.4 |n recent years there have been numeraus studies of different
aspects of our subject and 1t was obvious we were unlikely to produce
anything whally ariginal Nevertheless, we found that not all aspects of
the subject had been covered comprehensively. For instance, little has
bean said about who should report 1o whom, why and how often. We
have tried 10 remedy this omissien








































































































































































































































































