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For the past 40 years I have worked on increasing the usefulness and reducing the
complexity of financial reporting [same goal as CIFR].

I have concluded that those objectives are best \Z;:}
accomplished by superimposing a computer-generated [ 4 ]
graphic on top of a substantive comprehensive

numerical model of any firm. The model is

comprehensive if [at a given level of aggregation] it

fully reports the flows that caused beginning balances to
become ending balances. Current financial reporting

does not meet that standard. I have examined hundreds

of 10-K reports and have yet to find one from which I

could derive all the numbers for a comprehensive

numerical model. I have constructed comprehensive [
models for numerous firms, but I always had to make £
educated guesses for some of the numbers. This is an

unacceptable and fatal flaw of accounting as currently practiced.

The introduction of XBRL did nothing to help remedy that flaw.

The graphic above—and the slightly different version on page 2 that replaces only six
lines of the traditional 10-K report—represents in highly aggregate form the four
traditional statements [income, cash flow, equity, and financial position]. While they
appear incomprehensible at first glance, they are readily understood by fifth graders.

To move forward as a profession we must courageously step back to fix the flawed
model and replace it by a simple, elegant, and universal model. The simplest form of such
a model is the hourglass that moves sand [economic value] between two chambers
[accounts or states]. The hourglass represents a closed system, in which the total value
[sand] remains unchanged. The genius of accounting is the use of closed systems to
model very complex systems.

I recommend that every member of the Committee and for that matter any accountant
read the articlein Wikipedia on Map Projection followed by serious reflection on how we
can project a complex reality on a simple model.
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