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  15 September 2014 

Impact Assessment Questionnaire on the European Single Electronic Format (ESEF)  

Dear Sir or Madam, 

Thank you for the opportunity to respond to the Impact Assessment Questionnaire on the European Single 

Electronic Format (ESEF) to Market Participants you are currently preparing under the mandate of ESMA.  

Deutsches Aktieninstitut has consulted its member companies in order to form an aggregated view. The 

responses we have received until now do not allow for commenting the questionnaire on a detailed level. 

However, they clearly underline the general concern Deutsches Aktieninstitut has frequently raised in the 

political debate leading to the revision of the Transparency Directive.  

In general, listed companies estimate that only little advantage, if any at all, could be gained by the 

introduction of an ESEF. In addition, listed companies have not been approached by institutional investors as 

the main addressees of an ESEF to change the formats of their reports so that there is no market demand. 

Thus, the benefits of an ESEF are obviously small, while the costs of implementation will be significant. This is 

particularly the case for a possible mandatory use of XBRL which has been strongly opposed already from the 

very beginning of the debate by Deutsches Aktieninstitut and other issuer organisations. The implementation 

of XBRL will be costly, its use will be inflexible and required market demand is missing. In order to have a better 

overview of our arguments to the topic, please find enclosed our response to a CESR’s call for evidence on this 

issue. 

Deutsches Aktieninstitut is not aware of any evidence that would suggest to change its point of view. Investor 

information has proven to be reliable and effective without an ESEF. Currently, listed companies in Germany 

publish financial reports in PDF-format that can be created in a cost-efficient manner. This practice is widely 

accepted by private and institutional investors. In addition, financial information is easily accessible on 

o pa ies’ e sites for the purpose of i estor i for atio  a d i est e t a al sis. Ele tro i  for ats other 
than PDF are only used, if this is exceptionally required by law. In Germany, e.g. the Officially Appointed 

Mechanism (Elektronische Bundesanzeiger/Unternehmensregister) de facto obliges companies to convert the 

PDF reports into a XML format.  

In contrast to the OAM, institutional investors do not call for common electronic formats other than PDF. A 

mandatory implementation across Europe will thus create significant additional costs for listed companies 
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although there is no obvious benefit. The feedback we have received shows that financial reports are currently 

generated in Excel or comparable computer programs (which may happen automatically depending on the size 

of the company) and the management report is regularly written in a text processing program. A conversion to 

standard formats is undertaken at the end of the process by specialized service providers who are engaged by 

listed companies exclusively for this purpose. Accordingly, there is apparently no experience existing with 

regard to the XBRL format and only rather little experience with regard to the XML format. As a consequence, 

any mandatory ESEF will likely result in significant costs for implementation which will be extraordinary high 

with respect to XBRL. 

From our point of view there is only one conclusion possible that should be drawn from this analysis. European 

regulators and OAMs should accept PDF reports as standard electronic reports. Any other format would turn 

the cost-benefit analysis into the negative. This applies in particular to a mandatory use of XBRL in comparison 

to an European standards based on XML format. With regard to the latter, for there is at least some experience 

existing on the side of specialized service providers. If regulators and/or OAMs wished to convert PDF-reports 

to another ESEF (for whatever reason) this conversion should be done by the OAM herself, at its own costs and 

under its own responsibility. Currently, the task of conversion is passed on to the preparers of financial 

information although there is obviously no market demand for it.  

Given our strong concerns regarding the possible implementation of standard electronic formats we would 

very much appreciate to be able to discuss our position in detail with you and your colleagues at ESMA.  

Please do not hesitate to contact me, if there are any further questions.  

Yours faithfully  

Dr. Gerrit Fey 

Head of Capital Markets Affairs 

 

 

Encl.   
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CESR’s call for evidence “The Use of a Standard

Reporting Format for Financial Reporting of Issuers

Having Securities Admitted to Trading on Regulated

Markets” – Deutsches Aktieninstitut’s Response

27 November 2009

Deutsches Aktieninstitut
1

appreciates the opportunity to comment CESR’s call

for evidence on the use of a standard reporting format for financial reporting,

in particular XBRL.

Deutsches Aktieninstitut understands that CESR takes this initiative with re-

gard to Art. 21 and Art. 22 of the Commission Recommendation of 11 Octo-

ber 2007 (2007/657/EC) which requests CESR to compile a report on the fu-

ture developments of the net of officially appointed mechanisms for the cen-

tral storage of regulated information, and a more recent call of the European

Parliament to promote electronic means of communication.

DAI appreciates the CESR has not yet taken any position on this issue.

Therefore, we would like to bring to CESR’s attention a number of arguments

why we believe that standard reporting formats, in particular XBRL, should

only be applied on a strictly voluntary basis.

The main concerns with a mandatory use of XBRL on the European level is-

suers have are the following

- Negligible benefits: To our knowledge neither analysts nor sharehold-

ers have complained about the status quo with respect to the use of

XBRL. If there were a widespread demand for XBRL in the market and

if (and only if) XBRL proved to be as beneficial for market partici-

pants as advocates of a mandatory use seem to assume, we would ex-

pect market forces to lead to a widespread voluntarily implementa-

tion. One should therefore be extremely cautious to prematurely im-

plement a standard which raises doubts on its acceptance in the mar-

ket and its overall economic benefits.

1
Deutsches Aktieninstitut e.V. is the association of German exchange-listed stock

corporations and other companies and institutions which are engaged in the capi-

tal markets development.
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- Costs: In addition to the absence of market demand it can be expected

that the introduction of electronic reporting format will cause massive

implementation and compliance costs for issuers and a massive draw

on high level personal resources. Furthermore, as financial reporting

standards change over time, there will be changes in standard report-

ing formats, as well. Therefore, the cost-benefit analysis is clearly

negative.

- Problems with XBRL and excessive standardisation: One of the rea-

sons why we do not expect financial analysts and investors to rely on

XBRL data, is because there is a fundamental problem with XBRL

taxonomies. ‘Official’ or ‘standardized’ taxonomies already available

to the market do not cover many firm specific reporting needs. So

companies have to create company-specific extensions to deal with

this problem. An increase in firm-specific XBRL tags directly inter-

feres with the need of investors and analysts to get comparable finan-

cial data about companies. As a result, XBRL will either result in too

less flexibility (if companies were not allowed to provide extensions

or – even worse – were not allowed to employ a given scope of na-

tional or international reporting standards) or in too little comparable

data and high compliance costs (if companies were allowed to provide

extensions). It is not achievable to make all the required information

available through pure data processing. Excessive standardisation of

data must be avoided as it may render financial communication

overly inflexible: concerns have been raised by companies with re-

gard to the presentation formats resulting from standardisation of

data or to the difficulty of disclosing additional information.

For these reasons we are generally of the opinion that there is no need for

public intervention and XBRL should not become mandatory through regula-

tory action in Europe. This is not to say that XBRL or any other standard

format may have no benefits at all in the future. It should simply be left to

market forces whether listed companies introduce and use XBRL for financial

reporting reasons on a voluntary basis.

Q1. Do you consider that there should be a standard reporting format
for financial reporting of issuers having securities admitted to trading
on a regulated market? What kind of pros and cons would a standard
reporting format have?

No. See general comments.

Additionally, we doubt that the need for manual re-entry and comparison

will be cut out by introducing a standard reporting format. To the contrary,

analysts who are the main user group of financial information do manually

re-enter financial information because this gives them the opportunity to
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double-check the information, to adjust it to their specific needs and to care-

fully weight arguments for buying or selling the respective share. From this

perspective the manual re-entry of information improves the process of

analysis.

Q2. If yes to Q1, do you consider that XBRL would be an appropriate
format? Are there any other reporting formats that CESR should con-
sider in this context?

See general remarks and response to Q 3.

Q3. What kind of benefits would you consider a standard reporting
format to bring for issuers, investors, auditors, analysts, OAMs or other
users of financial information?

We do not think XBRL to be appropriate as there are problems with taxono-

mies applied (see above). However, this is not our only counter-argument as

taxanomies may improve in the future.

The main argument is simply to leave it to the market forces to decide

whether any standard format is desirable with regard to benefits and costs

and which format would be appropriate.

Q4. What kind of disadvantages would you consider a standard report-
ing format would cause to issuers, investors, auditors, analysts, OAMs
or other users of financial information? Do you see any obstacles to
such reporting?

See general remarks.

As stated above, one should expect enormous implementation and compli-

ance costs for any listed company. Additionally, standard formats may have

too less flexibility and therefore may frequently force issuers and users to ad-

just standards to specific needs which will raise application costs further.

One should also keep in mind that experiences with XBRL are very limited –

at least in the German market. Two years ago, not a single issuer was able to

provide the German central storage mechanism, the Bundesanzeiger, with

XBRL tagged reports. After recognising these massive application problems

the Bundesanzeiger finally withdrew this obligation.

To overcome these problems, to implement a XBRL compatible reporting re-

gime within due time and to keep it updated for regular reporting means issu-

ers will have to commit enormous high level personal resources.
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Furthermore, liability issues have to be taken into account which might cause

further costs to issuers (see Q8).

Q5. What kind of costs (one-off or recurring) would you consider a
standard reporting format would impose on issuers, investors, auditors,
analysts, OAMs or other users of financial information? Please provide
estimated costs, if possible.

See general remarks.

Q6. Are the above benefits, disadvantages, obstacles and costs differ-
ent if the standard reporting format would only cover income state-
ment, balance sheet and cash flow statement instead of full financial
report? Please explain the differences.

As Deutsches Aktieninstitut is of the opinion that standard reporting would

cause huge costs without noteworthy benefits for investors, any limitation in

the scope of application would improve the cost-benefit analysis. However,

the costs would still outweight the benefits even within a regime of limited

application.

At any means standard reporting has to be prevented beyond core financial

reports, e.g. prospectuses.

Q7. How would you assess the benefits of the use of standard report-
ing formats against the costs?

See general remarks.

The benefits are very limited as missing market demand clearly shows while

the costs would be very high.

Q8. Do you envisage any liability and/or audit issues arising from the
use of standard reporting format?

Yes, there are severe liability and audit issues arising from the use of a stan-

dard reporting format.

Due to the fact that regular financial statements have to be translated in the

standard reporting format (in case of XBRL by tagging different positions of

the report) translation errors may occur. Therefore, it has to be avoided that

issuers may held liable for those errors as long as the regular financial state-

ments are correct.
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Furthermore, it has to be avoided that the “translation” into an electronic for-

mat will only be possible if the translation is audited. This would cause enor-

mous additional auditing costs for issuers.

Q9. Are there any other issues CESR should take into account in the
analysis of the issue?

CESR should keep in mind, that the current reporting and storage regime al-

ready offers investors and their service providers easy electronic access to

numerous financial information on various reporting channels. So there is a

good economic argument that the marginal benefit of standard electronic re-

porting will be very small. This might be one of the reasons why there is no

market demand for this additional feature.

Again, this is not to say that XBRL or any other standard reporting format

will not develop in the future. But this should be left to the decision of mar-

ket participants.


