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Introduction

The concept of tagging financial returns first arrived in the UK over ten . .
years ago. Ireland followed closely after, with the requirement for firms This report shows:
to produce an iXBRL document of their annual statutory returns. This

made returns easier to analyse and increased comparability. Our study into ESEF . ...pg 2
“Tagging” involves taking the latest taxonomy (essentially a dictionary How big is my ESEF challenge? P93
of tags) and mapping them onto a set of accounts. This means that

despite variances in phrasing and language, it’s simple to compare one !'|°‘fV _d° I accou-nt for my

set of end-of-year accounts with another. individual requirements? ..pa4
With ESEF, the regulatory body ESMA requires Primary Statements of How does this ﬁ_’t into my -
main market listed firms across the EU to be tagged also using iXBRL. EHICOEplace -..P9
This shift is part of a global digital transformation to make financial , , 6
reporting easier to compare and analyse. What'’s next? RU———— Pg o6

This trend towards streamlining reporting goes beyond ESEF, and does
not just benefit the regulators. FSN's /nnovation in Financial Reporting*
study surveyed 600+ senior finance professionals, finding that;

¢ 33% believe innovation can help automate and accelerate reporting

e 23% feel they spend too much time cleaning and manipulating data

¢ 40% are worried about reporting potentially inaccurate information

Research Summary

Arkk’s very first offering supported HMRC and Revenue filers with iXBRL tagging. Ten years on, we have a team of
dedicated taggers and reviewers based in the UK who apply over 1,000,000 tags per year. With ESEF fast approaching and
an evolution of financial reporting on the horizon, we tasked our team with preparing the Primary Statements of 27
publically listed records (across the FTSE 100, FTSE 250 and Irish Listed firms) under the ESEF standard.

This report shows our findings specifically around:

¢ What does a small, medium or large set of accounts look like?

¢ How much of a Primary Statement can be tagged under the ESMA taxonomy?
¢ What impact with this additional step have on the current publishing process?

n OUR STUDY INTO ESEF



2 | How big is my ESEF challenge?
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4 Looking’éf our research, we found on average 212 figures in the Primary

Statements. That in€ludeS*the previous year figures, meaning firms must
apply approximately 107 new tags to their accounts each year.

Below we display an income statement with 44 data points, to give

readers a view on how much information needs to be tagged in their

financial statements. The size of a company’s financial statements, and

the number of figures, will determine how much effort is required to tag
their financial information.

CONSOLIDATED STATEMENT OF INCOME
Year ended 31 December 2017

2018 2017
Notes £'000 £'000
Turnover 1 65,202 59,778
Net operating costs 2 (54,981) (47,029)
Operating Profit 10,221 12,749
Analysed as:
Headline EBITDA 23,771 23,493
Depreciation and amortisation (11,373) (10,395)
Headline operating profit 12,398 13,098
Exceptional maintenance (2,734) (3,263)
Adjustment for defined benefit pension cost - 3,756
Exchange gains / (losses) 136 (546)
Profit on disposal of fixed assets 20 44
Asset impairments 10 - (320)
Gain from changes in fair value of investment property 10 - 1,332
Professional fees incurred in respect of financing - (1,625)
Other operating income 401 273
Operating Profit 10,221 12,749
Interest payable and similar charges 4 (5) (19)
Income from current asset investments 224 437
Changes in fair value of investments 13 - 23
Other finance costs 5 (986) (655)
Profit on ordinary activities before taxation 3 9,454 12,535
Tax on profit on ordinary activities 7 (2,856) (2,331)
Profit for the financial year 6,598 10,204

HOW BIG IS MY ESEF CHALLENGE? B



individual requirements?

One of ESEF’s main objectives is to improve
analysis and comparability for financial statements
and to make information more accessible. That’s
why there’s a taxonomy (based off the IFRS taxon-
omy) which provides a list of available tags.

In practise, firms vary in the way they present their
Primary Statements. They may have industry
specific line items, or certain areas of their busi-
ness they want to highlight for stakeholders. This
means that certain data points do not have a
corresponding tag in the taxonomy.

In fact, only 82% of figures in
the Primary Statements we
examined had correlating tags.
The remaining 18% need to be
extended and anchored.

B How do | account for my

For HMRC and Revenue iXBRL tagging, if a figure
can’t be mapped to IFRS it is left blank, which
affects the completeness and comparability of the
document.

To combat this, ESEF is introducing the concept of
‘extending” and “anchoring”. Essentially, this allows
the tagger to create (or extend) their own tag to
describe what the data point is. To stop this becom-
ing a free-for-all with firms inventing their own
taxonomy, the tagger must link (or anchor) the data
point to the most appropriate item in the taxonomy:

Item to tag:
Net Fees!) for

Continuing Operations

EXAMPLE TABLE
Year ended 31 December 2018
2018 2017 No option in the
(in £s million) Notes £'000 £'000 taxonomy
Turnover
Continuing operations 5,753.3 5,081.0
Net Fees® L
Continuing operations 4 1,072.8 954.6 Su%_?_eSted anfChor
urnover rrom
Operating profit from continued operations 4 243.4 211.5 Continued Operations”
Net finance charge 8 (4.9) (6.9) as it is a sub-set of this
Profit before tax 238.5 204.6 overall figure.

This is a great step forward in allowing firms to accurately represent their own data, whilst referencing
back to the EU-wide standard. It does also require a certain amount of understanding and knowledge
around the concept of tagging to make accurate judgements on the anchoring elements.

HOW DO | ACCOUNT FOR MY INDIVIDUAL REQUIREMENTS?



n How does this fit into

my current process?

Preparing Primary Statements for publication is a time-critical challenge. Many agencies are concerned
about this extra step in the process, especially with the concept of extending and anchoring almost 20%

of the statement.

arkksolutions

After our tagging team practised applying the ESEF IFRS taxonomy to those 27 AFRs, we considered how
to make this process as slick as possible for design agencies and their clients. There should be an
efficient way to ensure ESEF compliance doesn’t disrupt an already complex process of reporting and
publishing end of year accounts.

With that in mind, we’ve created a 4-step process we think is the best approach to prepare for ESEF,
which means the actual tagging, reviewing and returning part of annual reporting can be completed in

under 24 hours:

Project Step

ANALYSE PRIOR
YEAR RETURNS

PRE-TAGGING
AND REVIEW

LIVE TAGGING

POST-TAGGING
REVIEW

What happens?

Data-points in the primary statements tend to be

largely consistent year-on-year within the same firm. By

looking at last year’s data or a draft of the current
period, tagging experts can get a good understanding
of what the final version will contain.

Tagging experts will pre-tag the draft document with
the relevant ESEF taxonomy and where required make
a decision around extensions and anchoring. They’ll
also produce a report explaining all tagging decisions,
which can be reviewed and questioned.

Once the final year-end accounts are ready, submit

these to your tagging team who will automatically

import tags from the draft document and apply any
additional tags.

Like with the pre-tagging report, clients, design
agencies and auditors can raise review questions to
further understand why certain tags were applied.

Timelines

As far in advance as
possible, but at least
one month prior to
year-end

Tagged primary
statements returned
within ten working days,
followed by a review
period of one month

Up to 24 hours with
shorter time frames
available

Up to two weeks

This is what we see as the most effective way to prepare for ESEF, and
ensure that the final stage of tagging is done as quickly as possible.

H HOW DOES THIS FIT INTO MY CURRENT PROCESS?



arkksolutions

E What'’s next?

The first publications under ESEF are expected in Q1 2021. Whilst that may seem like a long way off, it’s
important to prepare in advance to ensure the time between closing the books on 2020 and producing
the ESEF compliant financial report is as swift and hassle-free as possible.

With 97% of CFO's ‘losing sleep’ over at least one aspect of their reporting process?, the approach to
ESEF should not be seen as a standalone requirement. Instead, it’s one part of a larger journey to make
financial reporting more accurate and less manual than it is today.

There are a few more questions surrounding ESEF not yet clarified by ESMA, and some which can only
be answered as more firms begin preparing for the mandate. A few that spring to mind include:

» How will ‘block tagging’ affect the ESEF process in 2023?
* When will firms need to present their iXBRL documents?
e |s there any way to auto-tag part of Primary Statements?

This is where we want to hear from you.

From our research, we’'ve helped you identify if Primary Statements
have a below or above average number of data points to tag, how
many of those tags will need smart decisions around anchoring,
and a step-by-step guide to tagging in 24 hours.

This is where

What do you want to know next about ESEF? Do your clients have

we Wa nt to further questions about preparation, or are you already looking
ahead to ‘block tagging’ in 20227 Whatever your query, our tagging -

team of experts are here to investigate. Get in touch with Arkk
hear from you using the information overleaf, and get ready for ESEF with ;
confidence.

FSN, Innovation in Financial Reporting, 2018
2FSN, Future of Financial Reporting, 2017 WHAT NEXT? 6




Born in 2009, Arkk Solutions brought its first iXBRL tax
solution to the UK market.

Fast forward ten years, and Arkk now work with the
world’s largest consultancies and 25% of the FTSE 250,
supporting over 800 clients with reporting and filings
every year. Our products and services are designed to
simplify the reporting process making regulatory filings
one less challenge for clients to tackle.

Recognised as one of the fastest growing RegTech
firms, Arkk has enjoyed ten years of continuous growth.
In addition to supporting firms in the UK and Ireland
with our iXBRL tagging services, financial experts
globally rely on our solutions for:

Making Tax Digital for HMRC

Country by Country Reporting for MNE’s
AIFMD

COREP

Form PF

Solvency Il

Get in touch 'ﬂ

enquiries@arkksolutions.com
+44 (0)207 036 2758

44-46 New Inn Yard
London EC2A 3EY

arkksolutions




