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The following is a summary of the results of testing 6,947 public companies who report to the
SEC against a set of fundamental accounting concept relations. This set of entities excludes
2,062 entities which are funds or trusts, excludes 2,956 inactive filers who have not submitted a
financial filing to the SEC in the past year, and excludes 5 “hybrid” filers who provide extremely
unique financial reports. There are a total of approximately 11,970 entities.
The following is a screen shot of the validation results obtained from a commercial software
tool provided by XBRL Cloud which was used to evaluate these 6,947 public company financial
filings. The tests were run against the most current 10-Q or 10-K filing of the entity as of
November 27, 2014.
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This is an equivalent representation of the same information above in Excel, but adding a
couple more details. This version adds a total for the “Failures” and renames that term to
“Nonconforming issues count”. I also added the column “Total filings” to explicitly show how
the “Conforming” and “Nonconforming” percent columns are calculated.

Each rule is one of the fundamental accounting concept relations1 which empirical evidence
shows that exists in US GAAP-based financial reporting. To state the obvious just to be clear,
the goal would be that 100% of SEC XBRL-based financial filings conform to 100% of the
conformance test. Said yet another way, ever value in the “Nonconforming issues count” above
should be “0”. That is the goal; every financial report conforms to these 21 basic tests.
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See the fundamental accounting concept relations, http://fundamentalaccountingconcepts.wikispaces.com/
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The following table provides a summary of each fundamental accounting concept relation test
performed and reconciles the “Code” such as BS2, to the “% Conforms” such as 99.7, the “Rule
Description” such as Assets = Liabilities and Equity, and any comments about the rule.
What one can see in the data is: given that such a high percentage of public companies
conform to these relations it is clear that such relations do exist. However, it is another
incremental step to say that every public company must comply with each of these relations.
Code
BS1

%
Conforms
98.5

BS2
BS3

99.7
96.5

BS4

98.3

BS5

96.0

IS1

93.3

IS2

95.8

IS3

92.2

IS4

99.3

IS5

91.9

IS6

92.2

IS7

94.7

IS8

99.6

IS9

98.1

IS10

96.4

CF1

96.0

CF2

97.0

CF3

99.6

CF4

99.6

CF5

99.9

CF6

99.9

Rule description
Equity = Equity Attributable to Parent + Equity Attributable to
Noncontrolling Interest
Assets = Liabilities and Equity
Assets = Current Assets + Noncurrent Assets (classified balance
sheet)
Liabilities = Current Liabilities + Noncurrent Liabilities (classified
balance sheet)
Liabilities and Equity = Liabilities + Commitments and Contingencies
+ Temporary Equity + Redeemable Noncontrolling Interest + Equity
Gross Profit = Revenues - Cost Of Revenue (Multi-step approach)
Operating Income (Loss) = Gross Profit - Operating Expenses +
Other Operating Income (Expenses) (Multi-step approach)
Income (Loss) from Continuing Operations Before Equity Method
Investments = Operating Income (Loss) + Nonoperating Income
(Loss) - Interest And Debt Expense
Income (Loss) from Continuing Operations Before Tax = Income
(Loss) from Continuing Operations Before Equity Method
Investments + Income (Loss) from Equity Method Investments
Income (Loss) from Continuing Operations after Tax = Income (Loss)
from Continuing Operations Before Tax - Income Tax Expense
(Benefit)
Net Income (Loss) = Income (Loss) from Continuing Operations After
Tax + Income (Loss) from Discontinued Operations, Net of Tax +
Extraordinary Items, Gain (Loss)
Net Income (Loss) = Net Income (Loss) Attributable to Parent + Net
Income (Loss) Attributable to Noncontrolling Interest
Net Income (Loss) Available to Common Stockholders, Basic = Net
Income (Loss) Attributable to Parent - Preferred Stock Dividends
and Other Adjustments
Comprehensive Income (Loss) = Comprehensive Income (Loss)
Attributable to Parent + Comprehensive Income (Loss) Attributable
to Noncontrolling Interest
Comprehensive Income (Loss) = Net Income (Loss) + Other
Comprehensive Income (Loss)
Net Cash Flow = Net Cash Flows, Operating + Net Cash Flows,
Investing + Net Cash Flows, Financing + Exchange Gains (Losses)
Net Cash Flows, Continuing = Net Cash Flows, Operating, Continuing
+ Net Cash Flows, Investing, Continuing + Net Cash Flows, Financing,
Continuing
Net Cash Flows, Discontinued = Net Cash Flows, Operating,
Discontinued + Net Cash Flows, Investing, Discontinued + Net Cash
Flows, Financing, Discontinued
Net Cash Flows, Operating = Net Cash Flows, Operating, Continuing
+ Net Cash Flows, Operating, Discontinued
Net Cash Flows, Investing = Net Cash Flows, Investing, Continuing +
Net Cash Flows, Investing, Discontinued
Net Cash Flows, Financing = Net Cash Flows, Financing, Continuing +
Net Cash Flows, Financing, Discontinued
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Comments

Not applicable to all entities. Alternatively, entities can
report using single step approach.
Not applicable to all entities. Alternatively, entities can
report using single step approach.
Not applicable to all entities. Alternatively, entities may
not report Operating Income (Loss).
Not applicable to all entities. Alternatively, entities put
Income (Loss) from Equity Method Investments after
tax, within revenues, and a handful of other locations.

Alternately, approximately 126 entities do not include
Exchange Gains (Losses) within Net Cash Flow.

Limitations of One Set of Fundamental Accounting Concept Relations
The distinction between a high level of conformance to some set of fundamental accounting
concept relations and every financial filing being required to conform to such relations is
important to understand. For now, please file that thought away.
I have performed testing of the conformance to the one set of fundamental accounting
concepts above in the past using a similar and incrementally improving approach.
However, I have now refactored that approach and greatly improved the testing approach.
First, I wanted to highlight this change and summarize how the prior testing was performed.
After this, I will explain the new testing approach. Further, understanding the limitations of the
prior testing approach helps one better understand the significant advantages of the new
testing approach.
The first four periods of the following table summarizes the results of testing SEC XBRL-based
financial filings against the fundamental accounting concept relations2345 which I have been
using. The testing results show a clear improvement in conformance to the fundamental
accounting concept relations.

The most current period, November 28, 2014, uses the new approach6. Rather than using only
one set of fundamental accounting concept relations as in the prior three periods, I am now
breaking the one set into currently 81 different sets of fundamental accounting concept
2

March 3, 2014, http://xbrl.squarespace.com/journal/2014/4/3/summary-information-from-evaluating-sec-xbrlfinancial-filin.html
3
September 22, 2014, http://xbrl.squarespace.com/journal/2014/10/1/conformance-to-fundamental-accountingconcept-relations-doub.html
4
October 19, 2014, http://xbrl.squarespace.com/journal/2014/10/19/public-company-conformance-tofundamental-relations-grows-to.html
5
November 1, 2014, http://xbrl.squarespace.com/journal/2014/11/1/public-company-conformance-tofundamental-relations-grows-to.html
6
November 28, 2014, http://xbrl.squarespace.com/journal/2014/12/1/new-approach-of-testing-public-companyconformance-to-fundam.html
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relations. These 81 different sets of fundamental accounting concept relations, or what I refer
to as report frames or reporting palettes, allows for a significantly better tuning of these
relations for the variations in the ways filers report the 51 fundamental accounting concepts
and the relations between those concepts.
Now, recall the distinction between high conformance and every filing conforming to
fundamental accounting concept relations? Well, that distinction is no longer relevant. Why?
The reason is that even if the set of entities which use some set of fundamental accounting
concepts and relations between those concepts is only one entity; every entity can now
conform to some specified set of fundamental accounting concepts and relations between
those concepts even if that set contains only a single entity. The question now is this: How
many report frames exist?

Understanding the Notion of Report Frames or Reporting Palettes
Testing on the first four occasions made it easy to see that not every public entity filing was
going to conform to one single set of fundamental accounting concepts and relations between
those concepts. When one looks into why a reporting entity conforms to the specified set of
relations or why a financial report created by an entity does not conform, one starts to
understand both the clearly identifiable and the subtleties and nuances of financial reports.
Testing performed revealed a wealth of information about how public companies report7.
While it is clear that differences such as some entities provide a classified balance sheet, others
provide an unclassified balance sheet, some entities report using a single-step income
statement and do not report gross profit, other entities report using a multi-step income
statement and do report gross profit; other important but less obvious differences exist.
For example, consider the variability in where public companies report the line item Income
(Loss) from Equity Method Investments8:





624 entities (60%) reported the line item before tax directly as part of income (loss) from
continuing operations before tax
110 entities (10%) reported the line item after tax
128 entities (12%) reported the line item as part of nonoperating income (expense)
20 entities (2%) reported the line item as part of revenues

7

See this web page for a summary of testing performed and testing for each individual test,
http://xbrl.squarespace.com/understanding-sec-xbrl-financi/
8
See a detailed analysis of this topic here, http://xbrl.squarespace.com/journal/2014/10/14/options-for-dealingwith-line-items-that-bounce-around-incom.html
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22 entities (2%) reported the line item between income (loss) from continuing operations before
and after tax
10 entities (less than 1%) reported the line item as part of costs and expenses
8 entities (less than 1%) reported the line item as part of operating expenses
60 entities (6%) created an extension concept and the line item rolls up to that extension
concept
66 entities (5%) did something else which was not directly analyzed so exact placement is
unknown

The blog post referenced above and the analysis of test IS49 elaborates on the detailed
information and clearly shows variability in how public companies report Income (Loss) from
Equity Method Investments. Whether all of this variability is good or bad, or even allowed or
disallowed, is not the point. The point is that public companies report in this manner, there is
nothing in US GAAP that currently prohibits this variability, and therefore the variability must
be allowed for.
Comprehensive testing of all SEC XBRL financial filings at this very high level revealed a very
limited amount of variability most of which occurs on the income statement. This variability is
not random. The following is a summary of and a complete inventory of this variability10 at this
high-level of a financial report:






Entities report using some accounting industry or activity
o Commercial and industrial (standard approach)
o Interest based revenues
o Insurance based revenues
o Securities based revenues
o REIT (real estate investment trust)
o Utility
Balance sheets can be
o Classified and report current and noncurrent assets and liabilities
o Unclassified
o Report using liquidity based reporting
Income statements can be
o Multi-step and report gross profit
o Single-step and do not report gross profit

9

See the analysis of IS4 here and note that similar analysis exist for each test as noted the above footnote,
http://www.xbrlsite.com/2014/Reference/IS4-ReasonsWhyFundamentalAccountingConceptTestFails.pdf
10
This Excel spreadsheet is helpful in understanding reporting variability,
http://xbrl.squarespace.com/journal/2014/9/15/wonderful-things-xbrl-based-structured-informationenables.html
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Income statements can
o Report operating income (loss)
o Do not report operating income (loss)
Income (loss) from equity method investments can be reported on the income
statement
o As part of revenues
o As part of nonoperating income (loss)
o Before taxes as a separate line item
o After taxes as a separate line item
o Between income (loss) from continuing operations before and after taxes
Cash flow statements can report net cash flow as
o Including exchange gains (losses)
o Not including exchange gains (losses)

This is a comprehensive and complete inventory of the high level variability in public company
financial filings. This information is not a statistical analysis or speculation. This is observable
empirical evidence provided by the XBRL-based public company financial filings submitted to
the SEC.
A coding scheme was developed to articulate this information in both human readable and
machine readable form. Below is a brief description of that coding scheme. Each code has six
parts: “COMID-BSC-CF1-ISS-IEMIB-OILY”. This explains each part and the codes used for each
part and shows the number of entities which have that characteristic (note that the totals add
up to 6,943 and not 6,947; this relates to an issue with CIK numbers):






Part 1: Industry codes: (Total 6,943)
o COMID=Commercial and Industrial (5,985)
o INTBX=Interest based revenues (632)
o INSBX=Insurance based revenues (50)
o SECBX=Securities based revenues (93)
o REITX=Real estate investment trust (158)
o UTILX=Utility (25)
Part 2: Balance sheet form codes: (Total 6,943)
o BSC=Classified balance sheet (5,527)
o BSU=Unclassified balance sheet (1,412)
o BSL=Liquidity based balance sheet (4)
Part 3: Cash flow statement exchange gains codes: (Total 6,943)
o CF1=Exchange gains (losses) part of net cash flow or does not report line item
(6,845)
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o CF2=Exchange gains (losses) part of cash roll forward (98)
Part 4: Income statement form codes: (Total 6,943)
o ISS=Single step income statement (4,255)
o ISM=Multi step income statement (2,688)
Part 5: Income (loss) from equity method investments location codes: (Total 6,943)
o IEMIX=Income (loss) from equity method investments not reported (5,290)
o IEMIB=Income (loss) from equity method investments reported BEFORE tax
(1,402)
o IEBIA=Income (loss) from equity method investments reported AFTER tax (113)
o IEMIN=Income (loss) from equity method investments reported within
nonoperating income (loss) (122)
o IEMIR=Income (loss) from equity method investments reported within revenues
(16)
o IEMIT=Income (loss) from equity method investments reported between income
(loss) from continuing operations before and after taxes (0, not working yet)
Part 6: Operating income (loss) codes: (Total 6,943)
o OILY=Operating income (loss) reported (5,120)
o OILN=Operating income (loss) not reported (1,823)

While the complete set of codes and report frames cannot be known until the process of
breaking public company filings into these sets and testing each filing and set as to their
conformance to the fundamental accounting concepts and relations within the set and the
success of this process is verified by 100% conformance by each reporting entity to 100% of the
fundamental accounting concepts and relations between those concepts within each set; this is
achievable.
In fact, testing shows that this objective has already been achieved for 98.7% of relations and
60.0% of all public company financial reports submitted to the SEC using the XBRL format.
Further, which reporting entities do not conform to these concepts and relations and why they
do not conform is easy to observe.
Another possibility which exists in order to manage this process is simply to remove sets of
reporting entities from scope. For example, I have already removed entities which are funds
and trusts from scope because I personally have no interest in such entities. Also, there are five
entities which I classify as “hybrids” because they report using significantly more complex
reporting schemes. Basically, certain report frames can be simply removed from scope.

8

Entity Report Frames or Reporting Palettes
A report frame or reporting palette is the set of attributes that make up how a public company
reports, the fundamental structure of the reporting entities financial report. I have created
web pages which explain each report frame, provide examples of entities which use the report
frame. Report frames information is articulated in both human readable and machine readable
forms11.

The page above shows a human readable index of report frames. There is a machine readable
index of report frames provided in the form of an RSS feed12:
11

See the human and machine readable forms here,
http://www.xbrlsite.com/2014/Protototype/ReportFrames/ReportFrames.html
12
Machine readable RSS feed, http://www.xbrlsite.com/2014/Protototype/ReportFrames/rss.xml
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Each report frame has an XBRL taxonomy schema, a mapping file expressed in the form of XBRL
definition relations, and a set of impute rules. Using the report frame COMID-BSC-CF1-ISMIEMIX-OILY as an example, this shows the machine readable location of each file supporting the
report frame:






http://www.xbrlsite.com/2014/Protototype/ReportFrames/COMID-BSC-CF1-ISM-IEMIX-OILY/ReportFrame.xsd
http://www.xbrlsite.com/2014/Protototype/ReportFrames/COMID-BSC-CF1-ISM-IEMIX-OILY/ImputeRules.txt
http://www.xbrlsite.com/2014/Protototype/ReportFrames/COMID-BSC-CF1-ISM-IEMIX-OILY/mapping-definition.xml
(note that this mapping is connected to the taxonomy schema above)
http://www.xbrlsite.com/2014/Protototype/ReportFrames/COMID-BSC-CF1-ISM-IEMIX-OILY/COMID-BSC-CF1-ISMIEMIX-OILY.html
http://www.xbrlsite.com/2014/Protototype/ReportFrames/COMID-BSC-CF1-ISM-IEMIXOILY/ReportFrame_ModelStructure.html

Each of the report frames has similar information, both human and machine readable13.

13

Basically just substitute the report frame code above with the code you want to use.
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This is an example of the model structure of the balance sheet of one report frame.

Each report frame lists the public companies which make use of that report frame. For example,
the graphic below shows the 632 entities which use the report frame for entities which using
interest based reporting14:

14

See the interest based reporting report frame here,
http://www.xbrlsite.com/2014/Protototype/ReportFrames/INTBX-BSU-CF1-ISS-IEMIX-OILN/INTBX-BSU-CF1-ISSIEMIX-OILN.html
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Each report frame is clearly supported by the entities which actually make use of that report
frame which can be seen below using a commercial software product15:

This is all a work in progress, but usable today. The existing report frames clearly show the
opportunity. As errors are discovered, new report frames will be created, existing report
frames corrected, entities might be moved from one report frame set to another. Any other
software bugs or errors will be corrected over time. The goal is 100% of reporting entities in
conformance with 100% of the fundamental accounting concept relations. Today 60% of
entities conform to 100% of the fundamental accounting concept relations and 98.7% of
relations are conformed with.

Conformance to Fundamental Accounting Concepts Relations Using Report Frames
You can think of each report frame as its own specific set of fundamental accounting concepts
and relations between those concepts. A report frame could have thousands of reporting
entities which make use of the report frame or it could be that the report frame is unique to
one reporting entity.
15

Human readable information about report frame, http://www.xbrlsite.com/2014/Demos/evidencepackage_InterestBasedRevenues/#RenderingSummary.html
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Below is the current complete set of report frames, a “Filings Count” which shows the number
of entities which use that report frame, “Filings With No Errors” which shows the number of
entities with 100% conformance to the report frame, “Sum Errors (all filings)” which shows the
total number of errors for all filings using that report frame, “Average Errors per filing” which is
the sum of all errors divided by the filing count:

13

Again, note that not all report frames are complete, many are still under construction.
However, all the information to make each report frame does operate currently. It may need
adjustment and the results might be no better than, or perhaps even worse than, the older
single fundamental accounting concepts process. Again, these are still under construction.
Each report frame has its own set of mappings to US GAAP XBRL Taxonomy concepts and
impute rules to imply facts which were not explicitly reported.
And so, while the screen shot below might look very similar to the older approach to verifying
conformance to the fundamental accounting concepts by software product or filing agent, it is
actually quite different. Rather than each filing being validated against one set of mappings and
one set of impute rules, each filing has been validated using one of the current 81 different
report frames appropriate for the reporting used by that specific entity.
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Here are the validation results in format which I have been using for the past year by each
generator (a generator being a software produce or filing agent):

Note that the grand totals and total conforming percentages are the same values as the totals
for the breakdown by report frame. The report frame breakdown and the generator
breakdown are simply two different views of exactly the same detailed information.
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Additional Breakdowns of Information
Below are some additional breakdowns which provide additional insight into the information
reported by SEC XBRL-based financial filings:
The breakdown below shows the Filing Count, Sum of Errors, and Average Errors per Filing
broken down by Entity Filer Category (note that the amount of filings with no nonconforming
items is not shown):

This breakdown of conformance to fundamental accounting concept relations above by entity
filer category shows the average errors per filing (nonconformance to the fundamental
accounting concept relations) of each entity filer category.
The breakdown below shows an educated guess as to the cause of the nonconforming item.
This educated guess is based on patterns of why filings do not conform based on the results
seen from other tests16:

The reasoning used to support these estimates goes like this: Of the total 4,516 current
nonconforming relations in SEC XBRL-based financial filings, 3,067 nonconforming items relate
16

See documentation for each individual test here, http://xbrl.squarespace.com/understanding-sec-xbrl-financi/
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to filer error. This is determined by taking the sum of all the balance sheet tests (B1 to B5), all
the cash flow statement tests (CF1 to CF6), and specific income statement tests which are all
very high in reliability and conformance and simply adding them up. There is very high
probability that 67.9% of nonconforming items are the result of filer error given the accurate
results obtained from these specific conformance tests.
The 290 nonconforming items, or 6.4% of all nonconforming items, are the result of three
missing concepts which should exist and must exist in the US GAAP XBRL Taxonomy in order to
successfully conform to these tests. The missing US GAAP XBRL Taxonomy concepts are the
following:






Operating and Nonoperating Revenues: This total does not currently exist in the US
GAAP XBRL Taxonomy and filers must create an extension concept as a result and
therefore cannot currently conform to all fundamental relations as a result.
Operating and Nonoperating Costs and Expenses: This total does not currently exist in
the US GAAP XBRL Taxonomy and filers must create an extension concept as a result
and therefore cannot currently conform to all fundamental relations as a result.
Nonoperating Income (Expenses) Including Income (Loss) from Equity Method
Investments: This total does not currently exist in the US GAAP XBRL Taxonomy and
filers must create an extension concept as a result and therefore cannot currently
conform to all fundamental relations as a result.

All of the above issues can be observed by analyzing the entities which make use of specific
report frames.
The remaining 1,159 items are more likely than not errors in the impute rules or mapping rules
which exist for the report frames. Those errors/bugs in the process will be detected and
corrected over time. As the number of filer errors goes down, the effort necessary to find and
correct these impute rule and mapping errors will become easier to find.
The following two graphics put the nonconforming items into perspective. While there are
4,516 nonconforming items; the vast majority of relations in SEC XBRL-based financial filings do
conform to the approximately 51 fundamental accounting concepts and 21 relations between
those concepts.
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There are two ways that you can look at the relative conforming and nonconforming items,
both approaches are shown. The first approach is by fundamental accounting concept. This
can be deemed an inappropriate approach because it is easy to comply with this test because
many fundamental accounting concepts have no relations to other concepts. By contrast the
21 specific tests are not really all the relations tested. It is each concept which exists in the
relations and not just the number of relations which are tested. And so, the two approaches
show two possible extremes. The correct measurement of conformance to these fundamental
accounting concepts is likely somewhere between the low of 96.9% conformance and 98.7%
conformance. The point is this: either way, conformance is very, very high.
But the necessary result is 100% conformance and that is why the number of SEC XBRL-based
financial filings which pass all of these conformance tests is tracked. Currently, the best
estimate is that conformance to individual tests is between 96.9% and 98.7% as mentioned
above; conformance to all conformance test by a filing is at a level of 60.0% currently but has
been increasing rapidly.
Impact of Software of Filing Agent to Fundamental Accounting Concept Conformance
The graphic below shows how different generators (software vendors or filing agents) in terms
of complying with the fundamental accounting concept relations17:

Conformance to the fundamental accounting concept relations has grown from 25.6% in March
2014 to the current conformance rate of 60.0%. Average nonconforming items per filing have
dropped from 1.3 nonconforming items per filing to .7 nonconforming items per filing. The sum
of all nonconforming items for all entities as dropped from 8,920 to the current 4,516
nonconforming items.
17

For a larger image please see, http://www.xbrlsite.com/2014/Library/FAC_Compare_November29.jpg
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Consider two questions. First, why would the conformance to fundamental accounting concept
relations differ so significantly by software vendor or filing agent? What would cause a
correlation or causal relationship between the two? The answer to this question is clearly the
quality level that a software vendor or filing agent is capable of achieving. It is highly unlikely
that the SEC XBRL-based financial filings themselves would differ in terms of conformance to
some set of fundamental accounting concept relations. It is the ability of software products or
filing agents to achieve some level of quality which determines their conformance or
nonconformance, not what is reported in the filing.
The second question is: What is the difference between a software product or filing agents with
say a 95% conformance rate to a software vendor or filing agent which has a 100%
conformance rate? The answer is systemic quality achievable by the system or process. The
ability of a process used by a software product or filing agent is crucial to deliver the same
result over and over. Some software products or filing agents will achieve systemic quality
sooner than others. But eventually, systemic quality will be achieved by all software products
and filing agents.
Concluding remarks
The purpose of this document is to explain what a report frame is and explain the difference
between conformance testing done related to fundamental accounting concepts and relations
between those concepts previously and the new approach which I have developed and will use
going forward.
This document is not reporting any new insight related to accounting; it is simply making an
observation of the empirical evidence provided by public company financial reports which have
been examined. What the document does show is that the consistency of common practices of
financial reporting arrived at over the past 100 years of financial reporting can be leveraged.
While the previous report was restricted to one set of fundamental accounting concepts and
relations between those concepts, the new approach eliminates that restriction. As such, it is
possible to support any set of fundamental accounting concepts and relations between those
concepts.
Contemplate that statement: it is possible to support any set of fundamental accounting
concepts and relations between those concepts. If, as mentioned previously, the goal is 100%
conformance of all entities to 100% of all fundamental accounting concepts and relations
between those concepts; and if any set of fundamental accounting concepts could be
supported using this approach; then what does that mean about extensibility? Are report
frames a method of controlling extensibility? The answer to that question is yes. The
importance of report frames or report pallets will be further discussed in another paper.
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