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Topic 1: THE ESEF MANDATE AND IMPACT
ON COMPANIES
The European Securities and Markets Authority (ESMA) has taken the next big step towards
digitization of data and ﬁnancial information in an electronic format named European Single Electronic
Format (ESEF) under the EU’s Transparency Directive for all public listed companies.

WHAT DOES THIS MEAN?
ESMA requires all entities listed under its EU regulated (capital) markets to compile and report their Annual
Financial Reports in a new format named Inline XBRL (iXBRL), a structured data reporting standard.
Companies will need to replace the PDF reporting with Inline XBRL (also called xHTML) reports for their
regulatory submission with the Oﬃcially Appointed Mechanism (OAM) in their country.

WHAT IS IXBRL?
iXBRL is a digital reporting standard that both machines and humans can read and understand. For
machines to read data, every regulator publishes a taxonomy, which is a list of concepts (called
elements). The taxonomy deﬁnes the scope of what the companies are required to report in iXBRL.
Companies are expected to map items in their annual report to these elements (if such disclosures are
reported in their AFR).
ESMA has published an ESEF taxonomy which deﬁnes the scope of what is required to be reported in
iXBRL.

WHO NEEDS TO COMPLY WITH
THE MANDATE?
All public companies in the European Union are required to comply with this mandate. The mandate
is applicable to approximately 5300 companies.
The public companies are required to report only their consolidated ﬁnancial reports based on IFRS
standards in iXBRL format. Standalone ﬁnancial reporting in iXBRL format is voluntary.
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WHEN DOES THE MANDATE COMMENCE?
This mandate comes into eﬀect for Annual Financial Reports (AFR) beginning 1st January 2020.

WHAT NEEDS TO BE REPORTED?
The ESEF mandate is being rolled-out in a phases. The scope of iXBRL reporting in the 1st year
is limited to Financial Statements only. This means companies with a December 31st 2020 yearend will need to report all numbers in their Financial Statements in iXBRL format in 2021.
Important: Please note the entire annual report needs to be submitted in iXBRL standard
(xHTML format) where XBRL tagging (which enables machines to automatically read the data)
is required only for numbers in the ﬁnancial statement.
The scope of iXBRL reporting expands to tagging the content of Notes to Accounts as blocks of
text from year 3 onwards. This means companies with a December 31st 2020 year-end will
need to report the text in the Notes to Accounts in iXBRL in 2023. Tagging of numbers within
the notes is voluntary.

WHICH TAXONOMY IS TO BE USED?
ESMA has introduced the European Single Electronic Format (ESEF) taxonomy for companies to
prepare iXBRL documents. The ESEF taxonomy is based on IFRS standards. To create the iXBRL
document, companies will need to tag the numbers in their Financial Statements and / or Notes
to Accounts to concepts in the ESMA taxonomy.
Companies would also be required to create custom elements (also known as extensions) if they
have items in their Financial Statement or Notes to Accounts, for which there are no appropriate
element available in the ESEF taxonomy.
Companies are expected to make themselves familiar with the ESEF Regulatory requirements
deﬁned by ESMA.

IRIS, represented by Sturnis365, is a
global leader in compliance reporting, with
experience in over 22 countries, and with
over 300+ XBRL / iXBRL professionals.

IRIS CARBON® (Sturnis365 iXBRL) is a
cloud-based, collaborative platform,
which is completely ESMA/ESEF ready,
and is backed by unlimited expert

support.

REQUEST A DEMO

Topic 2: WHAT IS XBRL AND WHY IS IT
NEEDED
XBRL stands for eXtensible Business Reporting Language. In simple terms, XBRL is an electronic
information standard that allows for easy machine readability of business and ﬁnancial
information. This allows regulators to move from unstructured reporting formats such as PDF,
Word (or even paper-based reporting) to a standardized digital format that machines can read.
The change from paper, PDF and HTML based reports to XBRL is akin to the change from ﬁlm
photography to digital photography.

WHY XBRL
EU regulators receive close to 874,000 pages of audited ﬁnancial statements each year. If the
regulator wanted to pick the 5 companies with the highest cost to sales in a particular city- how
much time would it take? Probably days, weeks or even months. It is very important that
regulators have an easy way to access the data so that they can run comparisons and checks
quickly. When AFRs are reported in a machine-readable format (like XBRL), regulators can run
queries to quickly retrieve information that they are looking for.

HOW DID XBRL EVOLVE?
A group of accountants, technologists and government policy and regulatory bodies came
together in the early 2000s to explore ways in which the power of technology could be leveraged
to access to data in a more streamlined and timely manner. The solution that they came up
with was a new standard called XBRL – an open-source, royalty free, machine readable data
standard (based on XML) for reporting of business and ﬁnancial information. The XBRL
speciﬁcation is developed and maintained by XBRL International (www.xbrl.org). Today, XBRL
is a global standard, and is leveraged world-over by over 100 regulators in over 60 countries.

Some of the clear beneﬁts of XBRL are:
MACHINEREADABLE: Since XBRL data can be read by machines, it is much
easier for regulators to retrieve and analyse this data.
STANDARDIZED INFORMATION: While companies use diﬀerent terms in their
reports, by mapping items in their report to the regulator’s standard taxonomy
elements, it becomes easy for the data to be comparable.

GREATER ACCURACY: Regulators can build in checks and validations in their
taxonomies that can be run on the data being submitted. This ensures that
reports being created in XBRL are automatically validated based on a suite of
rules even before they are submitted, thereby ensuring higher quality of data
received by the regulator.
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Topic 3: iXBRL: THE NEW AND IMPROVED
VERSION OF XBRL
While XBRL oﬀers tremendous beneﬁts as already outlined in the previous section, it has one
disadvantage. XBRL data is not human readable. Only machines can read the XBRL data. If humans needed
to read it, they would need special XBRL readers.

To address this, XBRL International developed a new and improved reporting format called inline XBRL
(iXBRL, also called xHTML).
While XBRL is an XML ﬁle with machine readable data, Inline XBRL is an xHTML ﬁle which is both machine
and human readable. In other words, the iXBRL document has XBRL data (which is machine readable)
embedded in a well-formatted HTML document (which is human readable).
The basic idea of developing iXBRL is to allow companies to retain the original view or stylized
formatting of their documents, while including XBRL tags for easy machine readability.
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BENEFITS OF IXBRL
HUMAN READABLE: The iXBRL document is an HTML ﬁle, and retains the layout, style, formatting
and presentation of the annual report. This makes it very easy for people to read and understand.
MACHINE READABLE: Since XBRL tags are embedded in the HTML document, machines are also
able to read the embedded data from the same ﬁle; and the same beneﬁts of XBRL also apply to
these iXBRL documents.
SINGLE SOURCE OF DATA: Companies need to create, tag, review, track and manage all changes
in just one document. This becomes the single source of truth for both humans and machines.

Increasingly, regulators around the world are adopting iXBRL. Some of the early adopters are:
The UK, where Her Majesty’s Revenue and Customs (HMRC) require companies to ﬁle their annual
accounts and corporation tax returns in inline XBRL.
South Africa, where the The Companies and Intellectual Property Commission (CIPC) has
introduced an inline XBRL mandate in July 2018.
The US SEC, which requires public listed companies to transition from XBRL reporting to iXBRL
reporting from 2019 in a phase wise manner.
Several other countries where regulators have adopted inline XBRL are Ireland, Malaysia, Japan and
Australia.

Topic 4: GEAR UP FOR ESEF REPORTING
1. START PLANNING EARLY
“Give me six hours to chop down a tree and I will spend the ﬁrst four sharpening
the axe.” -Abraham Lincoln
Abraham Lincoln said it all; the eﬀorts you put in planning your ESEF iXBRL reporting is how it will turn up.
The ESEF iXBRL reporting needs careful planning. This comes directly under the purview of the CFO’s
oﬃce, involving the Compliance teams, IFRS teams and consolidation teams. It is important that your
teams start planning as early as possible this year, as it involves a series of steps and preparation
needed in order to comply with the new mandate.

2. MAKE AN INTERNAL ASSESSMENT
Do you have the time and bandwidth to learn and handle iXBRL ﬁlings internally, or do you want to
outsource to XBRL expert solution/service provider? Or perhaps look at a blended approach in the
early years of the mandate? If you intend to create your iXBRL report internally, a number of ﬁt-forpurpose staﬀ may be required. The resources will need to have a background in ﬁnance and also have
a working knowledge of the IFRS standards. This will help them understand the ESEF taxonomy, rules
and validations in greater depth. In addition, such resources will also need to be trained on XBRL.

3. INVOLVE YOUR TEAMS AND PLAN YOUR
CALENDAR
Our experience in countries where a new mandate commences show that companies prefer to
outsource iXBRL conversions- at least for the ﬁrst few years. If you consider an outsourcing option, it
is best to set aside 1-2 weeks’ time to review your iXBRL tagging once you have it ready from your
provider. If you wish to take the process in-house, it is even more important that you get started
early and learn XBRL, which might need at least about a week of training and close to 1-2 months’
time for XBRL preparation, review etc. Budget at least 20% time for review and approval of all stakeholders.
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4. EVALUATE YOUR OPTION
Based on your budgetary requirements, there are software solutions available which you can license
on an annual basis and take the process completely in-house. On the other hand, there are also options to
outsource the conversion of your Annual Report to iXBRL to service providers. Assess your options to arrive
at a solution that works best for you.

Check these 10 factors as you work through your evaluation process
The background and credentials of the solution or service provider in iXBRL
Ability of solution to generate iXBRL, not XBRL. Note that XBRL output and technical speciﬁcations are
very diﬀerent from iXBRL, so not all XBRL solutions cater well to iXBRL output creation
Customer references and testimonials in the iXBRL space
The turn-around time for converting documents to iXBRL (ideally it should not take more than 10-15
days)
Training provided as part of the solution or services to your teams: on iXBRL preparation and / or review,
on the ESEF mandate, ESEF taxonomy, rules and validations.
Ability of the software or service provider to support high quality, stylized documents.
Check if there is a possibility to get a trial run in creating an iXBRL document with your latest published
annual report.
Flexibility to switch from an outsourced model to an in-house model if needed in the future.
Extent of support and handholding oﬀered by the solution or service provider as you get acquainted with
the new mandate.
Add-on functionalities that solutions may oﬀer, such as streamlining your overall AFR preparation and
disclosure management process along with iXBRL, use of iXBRL data for analytics and investor relations
etc.

As they say, well begun is half done. So, get started on your iXBRL journey without any further ado, and
save yourself unnecessary costs, time and worry later.

It’ll be time soon
enough

FREE CONSULTATION
ON ESEF REPORTING
CHOOSE IRIS CARBON ® (STURNIS365 iXBRL)
FOR HIGH QUALITY, ACCURATE IXBRL FILINGS

Let IRIS CARBON®
and Sturnis365
help you with the
transition

We have successfully completed the ESEF ﬁeld test in 2017. Our
platform already supports the latest ESMA taxonomy, offers multilingual support, handles ESMA speciﬁc requirements such as
anchoring and extensions, and is backed by our team of world class
experts.

Customized solutions
for your ESMA
Mandate
EMAIL: Simon.Kelman@sturnis365.com

