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01 - Introduction to the Financial Reporting Council (FRC)

The Financial Reporting Council regulates auditors, accountants and actuaries. We set the UK’s Accounting
and Auditing Standards and the Corporate Governance and Stewardship Codes. We promote transparency
and integrity in business. Our work is aimed at investors and others who rely on company reports, audit and
high-quality risk management.

The purpose of the FRC is to serve the public interest and support UK economic growth by upholding high
standards of corporate governance, corporate reporting, audit and actuarial work.

We enable digital reporting by setting the UK XBRL Taxonomies which provides the public with the data that
supports transparency and decision making and we help the public access and use the data.
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02 - Our quality review work

What?

» In-scope issuers who prepare consolidated financial statements in accordance with IFRS Standards
(i.e. most companies) are also required to mark up those financial statements using tags from a
permitted core taxonomy.

« Total population 578 and our sample is 30.

» Files were reviewed for technical compliance as well as review of judgements made around
the selection of tags, the completeness of tagging and the use of extensions

« In addition to the specific review work the DRT team undertook detailed engagement focused on

missing annual reports. As part of this work, we contacted seven firms

578 tagged files 347 untagged files
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Summary of Findings

Categories
Design & Usability
Missing Tags & Granularity
Incorrect Sign/Scale
Accounting Meaning
Custom Extensions
Anchoring
Hidden Info
Errors & Warnings

JECagnon

Blocks

Blocks

Blocks
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Missing tags and inconsistent tagging

During our review we noted that preparers often fail to use appropriate block tags for larger
material pieces of information which are highly relevant to users. We also noted a lack of
consistency across reporting periods. For example, a note about a restatement (which was
material to the results) was included within an overall accounting policy tag rather than being

tagged separately.

Example: In this illustration a company has applied
appropriate granularity to the narrative allowing
each significant item to be identified.

Accounting Policies
Restatements i

| orem ipsum dolor sit amet, consectetur
adipiscing elit. Praesent vehicula, justo at
tincidunt fermentum, urna libero
malesuada arcu, a facilisis nulla sapien eget
metus. Integer nec odio. Praesent libero.

Sed cursus ante dapibus diam. Sed nisi.

orem ipsum dolor sit amet, consectetur
pdipiscing elit. Praesent vehicula, justo at
incidunt fermentum, urna libero

alesuada arcu, a facilisis nulla sapien egef

etus. Integer nec odio. Praesent libero.
Sed cursus ante dapibus diam. Sed nisi.

(ifrs-full) Disclosure of material accounting I
policy information [text block]

GeneralAccountingPoliciesHeading

General description of prior period and
policy change adjustments and their effect

General description effects of first-time
adoption, reasons for change and other
factors relevant to transition.
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Missing tags and inconsistent tagging

Companies often struggle with the block tags when the topic they are trying to tag is a mixture
of themes or is potentially covered by several similar sounding tags.

Therefore we support the Foundation’s proposals to amend documentation labels, introduce
guidance labels and establish clearer parent-child relationships between related note and
accounting policy text block elements.

We consider that this will assist users in this area. However we note that the success of this will
depend upon:

» It being reflected in mandatory tagging lists

» Adequate examples and guidance to ensure maximum value
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Custom extensions

Our review noted that overall extensions are falling but that they remain around 14% on average
across filings, whilst the majority of extensions are in the primaries we do so some in the notes
especially around adjusting or exceptional items.

We welcome the proposal to categorise text block elements into four distinct categories: [note
text block], [policy text block], [table text block] and [text block]. We hope this approach has
the potential to improve the identification and selection of appropriate elements for specific
disclosures.

However, transition to the new structure will require some specific support and guidance so that
preparers do not consider there is a need to create multiple extensions to disaggregate the
components of an extended note or to represent tables in areas that IFRS has no specific table
text block.
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Design and usability

Our review process includes a review of the extracted notes to ascertain if the structure is
maintained and the data useable, whilst not common we do see some tagging software creating
poor quality extracted tables.

We have also provided these poorly extracted tables to Al tools as a basis for it to analyse and
invariable it provides inaccurate answers, therefore whilst the table tag will be helpful it is
important for the market to ensure that the new table tags are implemented in a way that
generates the well structured table.

We also note that often an additional footnote under a table may provide important information,
therefore examples which include this within the tag would be helpful.
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Accounting meaning

Our review noted that tags are sometimes selected based on label wording rather than the
underlying accounting meaning. This can result in disclosures being associated with incorrect
concepts. This is also true of note tags with companies often jumping to a first fit without
understanding the purpose of the tag (For example Disclosure of cash flow statement [text block]
and Disclosure of separate financial statements [text block]).

Therefore, we support the enhanced documentation and guidance labels, together with the use
of "Contrast" references, should assist preparers in distinguishing between similar elements and
further promote consistent tagging outcomes
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03 - How we use block tags

The FRC have built a pipeline to consume the data from the XBRL filings in the UK

FCA NSM

iXBRL Accounts files

Reference data
(e.g. industry, FX)

Companies
House

iXBRL Accounts files
(incl. charities)

SQL database
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-

Non-Listed Organisation Data Model

PowerBI
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Model
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iy ii

i

Il
il
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X

Power Query

PowerBI
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Model
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03 - How we use block tags

FCA NSM

iXBRL Accounts files

Text Block Tag Repository
Extracted narrative sections
from annual reports

Yo

- Y

Principal Risk
Text Blocks

Climate-related
Text Blocks
O Audit Reports

@

Strategy & Viability
Text Blocks

1. IDENTIFY DISCLOSURES

(What are companies talking about?)

R

Keyword & Phrase
Search Engine

» Search for specific

words or phrases
e.g. "cyber”, "Al’,

“net zero”, “supply chain”,
“biodiversity”

(How much are they saying?)

Text block tags identify specific sections
of the report so we extract and store
them separately for analysis.

@ Character Counts l.ll
9 Calculate the number %
of characters in each

text block
per company per year

Identify Companies
with Specific
Disclosures

List of companies
whose reports
contain the
searched terms

2. MEASURE DISCLOSURE CHANGE

Year-on-Year
Comparison
Measure disclosure
expansion or
contraction
(change in character
count)

Text block tags allow us to isolate specific sections of company reports, such as principal risks, climate disclosures,

or going concern statements. Once extracted, these disclosures can be analysed at scale using keyword searches to
identify reporting on specific topics and character counts to measure how disclosures change over time. This enables

trend analysis, peer comparisons, and identification of emerging reporting practices across large populations of annual reports.

—

—

Power BI
Dashboard

Trend Analysis

Track disclosure
length and topics
over time

Peer
Benchmarking

Compare companies
and sectors

% & Insights

Identify emerging

themes and

reporting practices

Data-driven insights

to support monitoring,

engagement and

policy development.
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03 - How we use block tags

Therefore, to support implementation, we recommend that the Foundation provides a
comprehensive deletion-to-replacement mapping, filer-focused examples and clear guidance on
the treatment of comparative information.

This would help preparers, software vendors, regulators and users distinguish between changes
in taxonomy architecture and changes in the underlying reported information.

We also encourage the Foundation to consider the implications of the proposed changes for
data continuity, comparability and machine-based analysis.
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04 - Al and XBRL

DATA SOURCES

XBRL Filing

* iXBRL
* xBRL-JSON
* Taxonomies

PDF Annual
Report

Human-readable
report

HTML Annual
Report

Same report
XBRL removed

All three formats contain
the same underlying
disclosures for each
company.

—

—>

@

BENCHMARK DATASET

75 UK

Listed Companies

« FTSE 100

e FTSE 250

¢ Other Main Market

* Multiple sectors

* Dual-listed companies

MATCHED REPORT SET

For every company we collect
the same report in:

5O

PDF HTML

=

=

XBRL

Same company, same disclosures,
different format

~

—

Central question: Does structured reporting help Al answer corporate reporting questions
more accurately, more consistently and with greater explainability than PDF or HTML?

1. ASK REPORTING QUESTIONS
(Can the Al find the answer?)

L

6

Numerical
Information

Revenue, profit,
EPS, cash flow
and other
reported figures

Multiple Al Models

Frontier models
(e.g., GPT-4o,
Claude 3.5)

Mid-tier models
(e.g.. Gemini,
Llama)

Open-weight
models
(e.g., Llama 3)

XBRL

R -

</>

PDF vs HTML

IFRS disclosures,

_) Accounting
Standards

compliance
questions,

accounting
treatments

=

Narrative
Information

> >

Risks, strategy,
sustainability,
governance,
Al disclosures
and more

9 ~40 questions asked of every report format

2. TEST Al MODELS

(How does performance change?)

>

ESEF vs
SEC

Controlled Testing

Same questions

(40)

Same document
(XBRL, PDF or HTML)

No external tools
(web, code, plugins)
No additional
context

ST R o e S e B T R e s e e T e S e B R W e T R 5 ol
.

4. IDENTIFY WHAT CREATES Al VALUE

We compare across formats and conditions to
understand which aspects of structured reporting
create the greatest improverment in Al performance.

With taxonomy
context vs
without

€

77

Repeat Runs

Measures reliability
and consistency

i N\
3. RESEARCH RESULTS
DASHBOARD

S

Accuracy
Was the answer right?

Q

Quality &
Consistency

Completeness
Did the answer include
all key information?

B

—

::::; :IPOﬂ /~y Consistency
! y s R_/ Did the model give
;ZII'\S'S:;‘L . NG the same answer
lanced an
across runs?
understandable?

Explainability
Can the answer be
verified with evidence?

Precision
When answered, was

Bias
Three runs m Any systematic
per question é €rrors across groups
per model or sectors?
performatlll @z MSSeSeaai et
Cost & Speed

How much did it
cost and how long
did it take?

Results visualised in
Power Bl dashboards for
comparison and insight

High-quality : /
tagging vs
lower-quality f Evidence-based insights to
tagging L inform the future of digital

/

reporting and regulatory policy

Image created by the FRC using CoPilot (Sept)
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Find out more

* Animations

 Videos Find out more at
 Web Material

* Guides
- Quality Review Insights WWW.frC.Org.U k/XBRL

* Latest Taxonomy

Where can | find out more?

The FRC has some material on our website

and if you have any questions, contact the

- . Financial Reporting Council
FRC Taxonomies Team at xbrl@frc.org.uk. nancial Reporting Loundt
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