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Foreword 

Culture, values,  
long term 
sustainability 
and purpose 
have become key 
cornerstones of  
good governance.  



Te ‘Letters to a new Chairman’ (as they were then titled) were frst developed  
by Hugh Parker and the IoD in 1990 and revisited by Tomorrow's Company in  
2014. We argued then, as we still do – that good governance is a cornerstone of  
good business, and that the chair’s role is pivotal in both.  

Our frst involvement with these letters was through our work leading the  
Good Governance Forum, which was established to develop practical tools  
and innovation, to help boards tackle behavioural and cultural challenges and  
open up new opportunities. Here, we have re-launched and refreshed them, in  
partnership with the KPMG Board Leadership Centre.  

Tese letters look at how concepts such as culture, values, long-term sustainability  
and purpose have become key cornerstones of good governance. Similarly, board  
diversity in all its forms has become a necessity, not just the preserve of those  
forward thinking chairs. But how does the chair set the organisations purpose  
and character? What are the key relationships to work on? How do you exercise  
the right tone from the top? Tese are just some of the questions these letters  
seek to address.  

Te letters are not just for chairs. Tey celebrate and explore what makes for good  
governance; recognising that while the chair brings all of these people together,  
governance is a collaborative efort. Tis collaboration between executives and  
non-executives, supported by all members of the board, with all utilising the  
vital role of the company secretary, and through strong and efective engagement  
with and regard to the perspectives of investors and stakeholders. Tese themes  
come up time and time again in our conversations with directors about what  
makes good governance work for the organisation.  

Governance is frequently held up as a solution to bad or unethical business.  
With every new scandal, we look to the boards of our largest companies and   
ask – how they could have let it happen? Barely a month goes by without outrage  
over an executive’s pay or bonus, and the requirements and responsibilities  
of boards continue to increase. Tis is only right, and boards must see these  
changes as an opportunity to demonstrate fully how seriously they take   
their responsibility, and strive for better, moral behaviour that refects their role  
as a vital part of the ecosystem. Te companies that will do best are those that  
can see codes, regulations and reporting requirements as an opportunity, and  
think creatively about what governance is there to achieve and unlock, not that  
which it prevents. 

Te letters are also intended to spark debate. Tere has never been a   
one-size-fts-all model of governance and these aren’t either. Instead, they   
are a starting point for putting good governance into practice. 

Melanie Richards  
Deputy Chair, KPMG UK 

Dr. Scarlett Brown  
Director of Research and Policy, Tomorrow's Company 
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Communicating   
long-term vision efectively  

helps investors take a   
long-term view 

High quality reporting  
balances fnancial and   

non-fnancial indicators 

Te chair of the board   
should ensure the board   
as a whole is fully aware   
of the committee’s work  

Te chair should see corporate  
reporting as a means to  

efective communication   
with stakeholders 

Dear Alex 

Congratulations on your frst major chair role! I’m sure 
you have received lots of well-meaning and valuable 
advice, but I wanted to pass on some thoughts from 

the perspective of an experienced audit committee chair. As 
you know, I have chaired audit committees for many years. 
Te audit committee has the longest heritage of the board – 
even I am not so old that I remember the chair of the Great 
Western Railway reporting to the board in 1872 that: “Te 
Auditors and Mr. Deloitte attended the [Audit] Committee 
and explained the various matters connected with the Finances 
and other departments of the railway, which explanations were 
highly satisfactory. Te Committee consider the Auditors have 
performed their arduous duties with great care and intelligence 
and therefore confdently recommend that they be continued 
in ofce.” I raise this historical anecdote as it has a strikingly 
contemporary relevance: in some ways the priorities of the 
audit committee remain unchanged. And yet in others, audit 
committees are under ever-increasing pressures. 

While governance ‘norms’ mean it is unlikely that you will be 
a member of your company’s audit committee, it is still right 
and proper that as chair of the board you should ensure the 
board as a whole is made fully aware of the committee’s work, 
its conclusions and any recommendations to the board. Tey 
will have delegated responsibility to carry out certain tasks, 
but their existence, and the work that they do, will not in any 
way absolve your board from its own responsibilities. Just as in 
the 1872 example, today’s audit committees are responsible for 
reviewing and monitoring the external auditor’s independence 
and objectivity and the efectiveness of the audit process; and 
for making recommendations to the board in relation to the 
appointment of the external auditor. Not much has changed 
– though the difculties audit committees have in achieving
these objectives are more acute that ever.

One area falling within the audit committee’s remit where I 
would urge you to focus is corporate reporting. As leader of the 
board you are responsible for promoting a culture of openness 
in which efective communications with shareholders and 
other stakeholders can fourish. Good corporate reporting has 
an important role to play in helping to restore the trust that has 
been lost by the business community in recent years. Companies 
need to communicate more clearly, openly and efectively with 
investors and other stakeholders about how they plan to grow 
in a sustainable way. For their part, stakeholders are demanding 
greater transparency around strategy, business models and 
risks, and the commercial prospects of the organisations they 
engage with. 
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Communicate 
more 
clearly,
openly
and 

efe 

Te adoption of International Financial Reporting Standards  
in more than a hundred countries has brought increased  
comparability of fnancial information for the global capital  
markets. More generally, however, there are valid concerns  
about increased complexity and disclosure overload in current  
fnancial reporting. Moreover, fnancial statements are only  
one element of the corporate reporting chain. 

Investors obtain key information from many other  
sources, including strategic reports, earnings releases and  
analysts’ presentations. Notwithstanding the importance of   
high-quality corporate reporting to the efcient operation of   
capital markets, the debate about change so far has been about  
making marginal – normally incremental – changes, rather  
than a more fundamental consideration of the adequacy of  
corporate reporting in meeting 21st century needs. Tis may  
change though, and I encourage you to be in the vanguard – or  
at least ensure that your business doesn’t sufer as a result of  
failing to meet the reporting expectations of your shareholders  
and other stakeholders.  

As I see it, there are two major weaknesses with today’s corporate  
reporting model. First, somebody needs to take some pretty brave  
decisions to reduce the detail required in fnancial statements.  



ef

As this is regulatory driven, this will largely be outside the   
control of you, your CFO and your audit committee.  
Nevertheless, by promoting the right culture at the top, your  
reporting might become more about communication than  
compliance. Tis leads to the second point, if your corporate  
reporting is to best serve the needs of your shareholders, then it  
almost certainly needs to be more forward-looking. Your CFO  
will likely urge you to be cautious – corporate executives are   
quite rightly mindful of what moves the share price. Tis is,  
however, largely a question of communication. If your company  
is able to communicate its long-term vision convincingly,  
including information about strategy, risks and how you manage  
them, then investors should be happier to take a long-term  
view. You also need to ensure your board and audit committee,  
give proper consideration to the balance between reported  
fnancial and non-fnancial indicators and the extent to which  
you provide a perspective of the future. Tis is a big challenge  
because it can quickly get into areas of commercial sensitivity.  
Lastly, it would be a good idea to provide more information  
about the risks and uncertainty facing your company, but a  
fuller discussion of risk should be balanced with a discussion  
of the business opportunities. Risks impacting ‘going concern’  
and the liquidity of the company are of particular concern.  
Tink about this as less of a compliance exercise and more  
a question of the sustainability of the business model.   
Tere is no question that companies should and will report  
more in this area. 

If nothing else, I want to encourage you to be brave and ensure  
your company stays ahead of the myriad of corporate reporting  
developments out there. Tink about how you communicate with  
your shareholders and other stakeholders. Consider whether  
the reader will be able to understand not just the fnances of  
the company, but whether the company has not profted at the  
expense of the environment, workforce or society; that risk and  
uncertainty are adequately mitigated; and that remuneration is  
linked to performance. Tink about the language you use, its  
clarity and whether you are communicating the right things  
to those stakeholders who are key to the sustainability of the  
business. If nothing else has changed, the importance of these  
things has moved on considerably since 1872.  

With warm regards  
Mel 

with investors
ectively 
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