Relation between IFRS and FINREP taxonomies

Introduction

According to the Chapter I Paragraph 2 of the Guidelines for implementation of the framework for consolidated financial reporting (FINREP) as of 15 December 2009 published by the Committee of European Banking Supervisors (CEBS): “FINREP is based on the International Financial Reporting Standards (IFRSs) as of 31 October 2009, which have been endorsed by the European Commission.” This dependency has been expressed in the set of FINREP Templates which contain a number of references to the IFRSs and IASs.

Further in the Guidelines, in paragraphs 9-12 is stated that: “The use of a common IT solution is requested to increase harmonisation and to reduce the reporting burden and costs of financial reporting. CEBS has translated FINREP’s items into XBRL (eXtensible Business Reporting Language), the FINREP XBRL taxonomy.” One of the considerations that needs to be addressed when designing and developing the FINREP XBRL Taxonomy is how to express the relations to the IFRSs’ representation in the XBRL format (IFRS XBRL Taxonomy).
This document contains description of the problem, explains some of the alternative approaches and presents the proposed solution that has been included in the draft release of FINREP Taxonomy 2.0 for evaluation purposes.
eXtensibility of XBRL
One of the most important characteristics of the XBRL expressed in its title is extensibility. It relates to ability to adjust the functionality of the standard by flexibly modelling and customizing the architecture of taxonomies but also it allows to create dependencies and relations between different taxonomies. In general, taxonomies are built in order to reflect certain information requirements. For example, the IFRS taxonomy represents the scope and content of all the IASs/IFRSs described in the bound volume, while the FINREP taxonomy defines concepts used by credit institutions for reporting their financial statements to supervisors. Due to the fact that the FINREP framework is based on IFRSs, some of the concepts defined in the IFRS taxonomy and the FINREP taxonomy may have identical or similar meaning. For a variety of reasons it is useful to express these matches in the XBRL format. In particular, it may be helpful for reporting entities that use the IFRS taxonomy to report to securities supervisor and the FINREP taxonomy for filing to a central bank. Similar benefits are expected for regulators governing more than one sector. 
XBRL standard offers a number of alternative approaches for relating two taxonomies, including reuse of concepts and relations and application of custom XLink mechanisms or even the XBRL formulas.
Types of matches

There may be different types of matches between the IFRS and FINREP information requirements. For example, on a business level, each match may involve one or more concepts on both IFRS and FINREP side. Therefore, a single IFRS concept may be represented by a single FINREP concept, but also a number of IFRS concepts may be represented by a single or a number of FINREP concepts and vice versa. Furthermore, this relation may be of certain level of strength and may characterize a match of different accounting aspects (for example, when a match is recognized except that in FINREP it is not allowed to apply some specified measurement techniques).

Situation becomes even more complex on the technical level, where XBRL allows to flexibly design taxonomies. In particular, this issue relates to split of a concept definition into primary item component and dimensional components but also to applied elements’ naming convention and the choice made on the use of certain data types. 
Matches identified between the IFRSs and the FINREP

One of the tasks conducted during the development of the FINREP draft taxonomy in 2009 was to analyze the FINREP templates and find possible matches with the IFRS taxonomy concepts
. As a result of this exercise 82 matches have been initially recognized and documented
. These matches represent situations where one IFRS concept matches exactly one FINREP concept from the templates. Additionally, some cases where identified where a single IFRS concept defined as a string is represented by a number of monetary FINREP concepts
.

These discoveries are subject to review and discussion among the members of the CEBS FINREP Network. Nevertheless 14 of the initially recognized matches in FINREP Table 1.1 have been used for the purpose of presenting the possible solution for reflecting relation between the IFRS and the FINREP taxonomy on the technical level. This solution is described later in this document.

Alternatives for representing matches in XBRL
In general, XBRL allows to reuse concepts and relations of other taxonomies. This means that the taxonomy which concepts are reused by another taxonomy is somehow superior to the other. Due to the fact, that the FINREP is based on the IFRSs (and not the opposite), the IFRS taxonomy is superior and the FINREP taxonomy is the one to reuse IFRS taxonomy concepts and relations. As described in the previous section in this document, the initially discovered number of matches is 82, which is only 3% of all FINREP concepts. Moreover, the structure of the FINREP templates is significantly different to the content of the IFRS taxonomy linkbases. Therefore, the possibility of reusing the IFRS taxonomy relations is not taken into consideration as it would involve extensive application of the XBRL mechanism of overriding of arcs at the low level of a practical gain.
Alternative technique to reusing of the IFRS taxonomy concepts is to define the FINREP taxonomy independently and separately as a complete new set of concepts and subsequently expressing relations between the IFRS and FINREP counterparts using XLink relations or the XBRL formulas.

To conclude, there are three approaches that may be applied for indicating matches between the IFRS and the FINREP taxonomies on the technical level:
1) direct import of the IFRS taxonomy concepts’ definitions and their reuse,
2) expressing the link between counterparts using relations in a linkbase,

3) formulas allowing to convert FINREP taxonomy based instance document into IFRS taxonomy based instance document and vice versa.
Direct import of the IFRS taxonomy concepts’ definitions allows for their reuse in the FINREP linkbases together with FINREP specific concepts (not defined in the IFRS taxonomy but needed in order to reflect the FINREP information requirements). This approached was used for FINREP taxonomy versions 1.0 to 1.3 which directly imported the IFRS-GP taxonomy (version 2006) core schema files.
Alternatively, relation between counterparts from the IFRS and FINREP taxonomies may be expressed using XLink mechanism as relations in generic linkbases. Thess linkbase shall contain arcs that connect to one another locators or resources referencing to concepts defined in the IFRS and the FINREP taxonomy schema files. Arcs may be customised in order to specify the type of relation and carry additional semantic meaning (e.g. further describe the scope or accounting aspect of a match). Similarly, resources can be customised so that they can express matches involving a number of concepts (e.g. many-to-many) and adapt to different architectures applied in the IFRS and FINREP taxonomies (e.g. different approach for splitting the concept definition into primary item and dimensional components).
Last but not least, the matching could be expressed using a set of formulas allowing to automatically convert the FINREP taxonomy based instance document into the IFRS taxonomy based instance document and vice versa using an XBRL formula processor.
Table 1 summarises coverage of the identified use cases and consequences of application of each of the three alternatives. 
Table 1
	
	direct import of IFRS taxonomy
	relations in a linkbases
	formula converting instance documents

	expressing different types of matches
	low
	high
	medium

	1:1
	yes
	yes
	yes

	1:n or n:1
	no
	yes
	yes

	n:m
	no
	yes
	no

	strength and accounting aspect
	no
	yes
	partially

	versions dependency (maintenance)
	high
	low
	low

	architecture design dependency
	high
	low
	low

	reuse of tagging for other purposes
	yes
	partially
	yes


Out of the three alternatives, the approach based on relations in linkbases is most capable of expressing different types of matches. It is able to communicate the links between:

· two single concepts, 

· a single concept and a number of concepts, and
· between a number of concepts and a number of concepts.
Additionally, due to the fact that arcs and resources can be customised in order to carry additional semantics, it is possible to include in their definition the information on the strength and the accounting aspect for each matching.

Formula based approach partially also supports this requirement by the means of the generic label. In comparison to the previous approach it may not be possible to express the many-to-many matches.
The solution involving direct import of the IFRS taxonomy is only able to express the one-to-one matches. Taking into account the next two criteria, this approach results also in a high dependency on the IFRS taxonomy in terms of maintenance and architecture. The IFRSs are updated each year for amendments to the standards approved and issued by the International Accounting Standard Boards as so is the IFRS taxonomy. The approach of the direct import of the IFRS schema files results in the need of revising of the FINREP taxonomy each year in order to align with the most recent version of the IFRS taxonomy. This task is even more difficult due to the fact that the IFRS taxonomy changes not only in scope but also in technical design as it follows the increasing functionality of the XBRL standard itself
. Additionally, when importing the IFRS taxonomy a lot of the architectural issues are inevitably inherited, that could be otherwise flexibly customised in the FIREP taxonomy for the sake of usability in the supervisory reporting environment. The most important aspects in this area involve the split of concepts into primary item and dimensional component, imposed by the IFRS taxonomy element naming convention and application of certain data types. It is highly undesired, that a set of taxonomies used for creation of a single instance document contains inconsistencies in these areas, therefore in this situation the FINREP taxonomy would need to follow the IFRS modelling rules.

The other two approaches don’t share these flaws. In both alternative cases, the FINREP taxonomy may be shaped flexibly and independently of the IFRS taxonomy. The link between the two is maintained using mechanisms that do not require FINREP taxonomy to reuse the IFRS taxonomy concepts. Instead, the connection is expressed by linking two sets of free-form syntax that share the same semantic meaning. Both solutions for matching can be kept and maintained separately outside of the FINREP and the IFRS taxonomy files as additional components that are applied only where necessary.
For example, this application may possibly occur in situation where a reporting credit institution is obliged to submit the FINREP instance document to a banking supervisor and the IFRS instance document to a securities supervisor. Assuming that these reports are generated automatically from the financial/accounting systems, a credit institution needs to define mappings between the accounts and the FINREP and IFRS concepts. In case where there is no link between the FINREP and the IFRS report, this task need to be performed separately for each taxonomy. If the FINREP taxonomy imports and reuses the IFRS taxonomy concepts, a number of mappings defined in for the IFRS taxonomy may be applied also to get the values for the FINREP taxonomy. In case of formula based approach, a credit institution could decide not to define mappings for counterpart concepts of one of the taxonomies and use the formulas to automatically produce the requested values
. Although the initial purpose of the relations based approach is to document the matches, it is possible that this solution is also used to automatically create mappings for matched concepts in FINREP basing on the IFRS mappings or vice versa using a custom application using the generic linkbase as an input.
Sample of the proposed solution

The CEBS XBRL Network selected the formula link approach for evaluation as a solution for linking to the IFRS taxonomy used in the early draft of the FINREP 2.0 taxonomy. A sample has been created basing on 14 initial matches recognised in FINREP Table 1.1 as presented on Fig 1.
Fig 1
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Cells marked in green on Fig 1 have been initially recognised as counterparts of certain IFRS taxonomy concept. The label of a matching IFRS concept is indicated in the column ‘Suggested IFRS element’. Cells marked in blue do not have a direct and clear mapping. Instead, there is a comment identifying a near-mapping or a doubt case that needs special attention of the CEBS FINREP Network when reviewing the mappings.

The generic mechanism of the formula link approach for matching between FINREP and IFRS and vice versa is presented on Fig 2.
Fig 2
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As indicated on Fig 2, there are two sets of formula linkbase files. Each allows to convert a FINREP instance document into an IFRS instance document or vice versa. Each formula consists of characteristics of input variable and transformation rules that describe the output. 
The sample files of the formula based approach has been distributed together with the draft FINREP 2.0 taxonomy. There are located in the ‘ifrs_finrep’ folder that is placed on the same level in the zipped package as the ‘eurofiling’ folder containing the draft FINREP 2.0 taxonomy files. 

Fig 3
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As presented on Fig 2, ‘ifrs_finrep’ folder contains ‘finrep2ifrs-formula.xml’ and ‘ifrs2finrep-formula.xml’ linkbase files. They contain conversion rules respectively from the FINREP based instance document to the IFRS based instance document and vice versa. The two sample instance documents ‘sample_finrep_instance.xbrl’ (FINREP based) and ‘sample_ifrs_instance.xbrl’ (IFRS based) were created in order to test the formula conversion rules in both directions.

A set of formulas defined in ‘finrep2ifrs-formula.xml’ linkbase file describing how to convert an FINREP instance document into an IFRS instance document is presented on Fig 4.
Fig 4
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The draft version of the FINREP 2.0 taxonomy developed for the evaluation purposes makes an extensive use of dimensional modelling (XBRL Dimensions). As a result, a single item from the IFRS taxonomy is represented in the FINREP taxonomy as an item and a set of dimensional characteristics. 
For example, the formula highlighted on Fig 3 represents conversion from the FINREP to the IFRS for the concept “Available for sale financial assets”. The fact variable selects from the source FINREP instance document all “Assets” concept that appear with “Available-for-sale” value for the “Category (Main)” dimension, “Carrying amount” for the “Amount” dimension, “Total counterparty” for the “Counterparties” dimension, “Total instruments” for the “Instrument” dimension, “Total residences” for the “Residence” dimension and “IFRS” for the “Consolidation scope”. The output is defined as an IFRS single item “Financial assets available for sale”. As a result, each evaluation of the input variable from the source FINREP instance document is converted into the output IFRS concept. Evaluation result of the formula based on the sample FINREP instance document is presented on Fig 5.
Fig 5
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The highlighted row and the variable information presented on Fig 5 indicate, that the “Assets” concepts from the FINREP taxonomy referring to context with id=“context_3” which contains the specified in the fact variable dimensional characteristic was converted into the IFRS concept “Financial assets available for sale”. The reported value (3), entity identification and the period remained unchanged
 as presented on Fig 6.
Fig 6
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Adequately, it is possible to convert the IFRS instance document into the FINREP instance document. The sample set of formulas created for this purpose in ‘ifrs2finrep-formula.xml’ linkbase files is presented on Fig 7.
Fig 7
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In this case, the fact variables of the formulas contains only the concept filter while the output is defined using a concept and several explicit dimension aspects. Fig 8 presents the evaluation results of the sample set of formulas converting IFRS into FINREP based instance document.

Fig 8
[image: image8.png]Console | Task List | Evaluation Resuts |

‘Evaluation Rests

No. D Type  Expression

lfammwmmwrvﬂm“ﬂllq Forma_|srancalssesAForake Tt rofiOriossCss
($FinancalAssetsAFarValueThroughProforLossDesio

Fnancalissetsavaisbeforsalel ] [frsFrandassetsavaiableforsae Jeontext |3





The highlighted row of the evaluation results and the variable information presented on Fig 8 allow to confirm, that the “Financial assets available for sale” concept from the IFRS taxonomy referring to “context” was converted into the IFRS concept “Assets” referring to “context_3” which contains the specified in formula output aspects dimensional characteristic (as presented on Fig 9).

Fig 9
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Conclusions

Conceptually FINREP is based on the IFRSs therefore it is necessary to reflect this link also on the level of the technology used for expressing information requirements. XBRL allows for multiple approaches in order achieve this aim including analysed in this document: direct import of concepts definitions, linking between counterparts using relations in generic link or defining formulas converting instance documents in both directions.
The CEBS XBRL Network decided to evaluate the later approach using the draft version of the FINREP 2.0 taxonomy. The sample has proven usability of the formula based approach. Nevertheless, it is recommended to further assess its application using more complex examples involving relations between a number of IFRS and FINREP concepts and trying to extend the informative function by including generic labels with additional commentary. If the result of such evaluation indicates that the formula approach is not able to cover all use cases, further efforts shall be taken in order to satisfy business requirements (e.g. by additionally using the relations based approach).
� This analysis was based on the most recent version of the IFRS taxonomy available at that moment which is IFRS 2009. 


� It is important to stress, that these matches relate to the IFRS scope of consolidation and in principle should not be applied for the CRD scope of consolidation although this topic shall be further explored and discussed.


� It is also worth to stress, that although the coverage of IFRS concepts in the FINREP taxonomy is insignificant, it is very likely that the IFRS taxonomy reports of credit institutions filed for other purposes will contain more of the FINREP concepts. This is allowed due to the fact, that the IFRS taxonomy should not be applied in a closed scenario. Instead, in its design it is open for extensions in order to allow reporting entities to express the true and comprehensive picture of their financial position and performance.


� The ongoing ITA (International Taxonomy Architecture) initiative and the activates of Best Practices Working Group of the XBRL International Consortium shall result in the long run in a more stable architectures of the major worldwide taxonomies (including IFRS, US-GAAP and Japanese EDINET).


� Although there is only a handful of formula processors offered currently offered on the market it is expected that this number would grow as a result of wider and more frequent application of these solutions in XBRL project around the world. 


� It is possible to add a parameter to the formulas that would be used by reporting entities to output different identifier information for IFRS and FINREP based reports.
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