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INTRODUCTION

You’ve probably at least heard the term XBRL by now. Maybe in a panel discussion or an
industry news article. But any discussions may have spawned more questions than answers:

� What is XBRL?

� How will it impact our industry?

� What do I need to know to prepare for XBRL?

As one of the active participants in industry initiatives focused on developing the taxonomies
necessary for this advanced business reporting format, we’ve assembled some key information
to help you understand and successfully navigate the changes XBRL is bringing to the mutual
fund industry.

Important Milestones in the SEC’s XBRL Initiative

February 3, 2005: The SEC announced the adoption of rules creating a voluntary program
for filing financials using XBRL. This new SEC program will “permit volunteers to submit
EDGAR supplemental exhibits using XBRL for the purpose of allowing registrants, the
Commission and others to test and evaluate tagging technology.” (SEC, 17 CFR Parts 228,
229, 232, 240, 249 and 270, XBRL Voluntary Financial Reporting Program on the EDGAR
System, 16 Mar 2005, www.sec.gov/rules/final/33-8529.htm )

January 11, 2006: The SEC announced incentives for participants in the test group of the
Voluntary Filing Program. By March 29th, the number of participants increased from 9 to 17.

September 25, 2006: The SEC announced three separate contract awards totaling $54
million to modernize and maintain the EDGAR database system and make it XBRL-friendly.
Chairman Cox commented, “Today’s announcement demonstrates the Commission’s firm
commitment to interactive data and represents a significant milestone on the road to
achieving that goal.” Specific initiatives funded by the SEC include the development of
taxonomies for the MD&A and footnotes, and software to analyze XBRL-tagged financials.

December 5, 2006: At the 14th International XBRL Conference, Chairman Cox announced
the launch of the SEC’s viewer software for XBRL-tagged documents. “Today, on our Web
site at sec.gov, we’ve launched a demonstration release of our new software for viewing and
analyzing the interactive data filings that are already being submitted by a broad cross
section of U.S. companies. It’s now available for a test drive by investors, analysts, business
journalists, academics, your Mom or Dad — or anyone who wants to try out our new
software to get a sense of the possibilities of interactive data.”

December 31, 2006: As of this date, the SEC’s voluntary XBRL filing program received
submissions of exhibits for 137 filings from 36 companies.

February 6, 2007: SEC proposes rule amendments to extend the current interactive data
voluntary reporting program to enable mutual funds to voluntarily submit supplemental
tagged information contained in the risk/return summary section of their prospectuses.
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XBRL, or eXtensible Business Reporting Language, promises to bring new levels of transparency
and efficiency to investors, analysts, regulators and investment management companies. An
emerging XML-based standard to define and exchange business and financial performance
information, XBRL is governed by a non-profit international consortium. XBRL International
Incorporated (www.xbrl.org) is made up of approximately 450 organizations, including
regulators, government agencies, infomediaries and software vendors worldwide.

Use of XBRL is now mandatory for quarterly bank financial statements (Call Reports) from
more than 8,300 U.S. banks. Twenty-four public companies have participated in an SEC test
group and voluntarily submitted their annual, quarterly and other reports using XBRL. And
developments sponsored by the SEC, coupled with initiatives championed by industry groups,
are moving the mutual fund industry towards adoption of XBRL.

Origins of the SEC’s XBRL Voluntary Reporting Program

On March 16, 2005 the SEC issued its final rule called XBRL Voluntary Financial Reporting
Program on the EDGAR System. This rule change ushered in the beginning of the SEC’s
revolution in financial reporting. The complete final rule is on the SEC’s Web site at
www.sec.gov/rules/final/33-8529.htm.

Highlights of SEC’s Final Rule on XBRL (17 CFR Parts 228, 229, 232, 240, 249 and 270) 

“We are adopting rule amendments to enable registrants to submit voluntarily supplemental
tagged financial information using the eXtensible Business Reporting Language (XBRL) format
as exhibits to specified EDGAR filings under the Securities Exchange Act of 1934 and the
Investment Company Act of 1940.”

“The voluntary program is intended to help us evaluate the usefulness of data tagging and
XBRL to registrants, investors, the Commission and the marketplace.”

“The amendments that we adopt today will permit volunteers to submit on EDGAR
supplemental exhibits using XBRL for the purpose of allowing registrants, the Commission 
and others to test and evaluate tagging technology. The voluntary program will permit any
registrant to participate merely by submitting an XBRL exhibit in the required manner. The
XBRL exhibits will be publicly available but will be considered furnished rather than filed.
Although XBRL exhibits will be required to accurately reflect the information that appears in
the corresponding part of the official filing, the purpose of submitting XBRL data is to test the
related format technology…”

In addition to the developments sponsored by the SEC, initiatives championed by industry
groups are also moving the mutual fund industry towards adoption of XBRL. Here are a few
things you should know:

1XBRL Defined
XBRL is a global open standard for business and financial reporting. Based on XML

(eXtensible Markup Language), XBRL is a hierarchy of tags used to identify content in a
document or financial statement. It creates a standard taxonomy (see Glossary) designed to
optimize identification, exchange and analysis of financial information.

XBRL is a hierarchy of tags
used to identify content in a
document or financial
statement.
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Volunteers will be free to
submit their XBRL exhibits
regularly or from time to
time and can stop or start
as they choose.”

— Highlights of SEC’s Final 
Rule on XBRL 

HTML is a fundamental component of web pages. Although XBRL is different in function, it
shares some similarities with HTML in concept. Both use coded tags (which are not typically
visible to end users) to describe content. However, there are also substantial differences.

HTML uses standardized tags that inform how content is to be displayed in a web browser,
such as Internet Explorer. For instance, HTML tags can identify headers, paragraphs, charts,
tables, etc., and format them accordingly in terms of size, placement, color, etc.

Figure 1. Native HTML

Figure 2. Example of HTML as displayed on a web browser.

By contrast, XBRL uses standardized tags to identify the meaning of content. For example,
XBRL tags can identify text sections or charts by topic (Strategy, Performance, Risk, etc.) or
specific data points within financial tables (Average Annual Return, Market Index Return,
Shareholder Fees, etc.). See page 5 for an example of XBRL tags applied to prospectus content.

2Specific Taxonomies Are Being Developed for Mutual Fund Filings
In January 2007, the Investment Company Institute released the draft taxonomy it

developed for the mutual fund industry; public review and comments were completed in 
mid-February. The ICI-sponsored taxonomy will be used to apply XBRL “tags” within
risk/return summaries. 

The SEC began accepting voluntary XBRL filings of forms N-CSR and N-Q in 2005 after the 
US GAAP – Investment Management taxonomy was approved. To date, two mutual fund
companies have done so. Participants in the voluntary filing program currently submit XBRL
filings as exhibits to a corresponding official filing. If the official filing is amended, the

RRIISSKK  RREETTUURRNN  SSUUMMMMAARRYY
INVESTMENT OBJECTIVE 
The fund's investment objective is total return (high current income and
long-term growth of capital). The fund's objective may be changed without
shareholder approval.

<h1 align="center">RISK RETURN SUMMARY</h1>
<h2>INVESTMENT OBJECTIVE </h2>
<p>The fund's investment objective is total return
(high current income and long-term growth of capital).
The fund's objective may be changed without shareholder
approval.</p>
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corresponding XBRL filing must also be amended accordingly. The SEC allows participants to
begin or cease XBRL filings at any time.

The SEC is currently weighing a proposal to expand the XBRL voluntary reporting program 
to allow mutual funds to submit the risk/return portion of prospectuses tagged in XBRL. 
ICI President Paul Schott Stevens supports the proposed move, calling it, “an important first
step for helping capture the power of the Internet to provide more accessible and better
information to fund investors.”

The SEC has been a strong and vocal advocate of XBRL, is facilitating taxonomy development,
and has placed interactive tools on its Web site to encourage investor use of XBRL documents.
On the same day ICI announced the draft mutual fund taxonomy, Chairman Christopher Cox
applauded the development, stating, “The SEC will act quickly to facilitate the use of the new
taxonomy in Commission filings.”

Once the SEC finalizes and approves its proposed expansion of voluntary XBRL filings to 
cover risk/return, the path will be clear for integration of XBRL technologies and processes 
into the life cycle of compliance documents. While mandatory XBRL investment management
reporting is not quite imminent, it is clearly more a matter of “when” rather than “if.”

3How XBRL Will Be Used to Tag Investment Company Filings
The traditional prospectus format is both useful and familiar to most investors who read

and are open to navigating documents in printed form or on a personal computer. However,
this form of presentation does not readily offer the ability to compare disclosure information
of competing investment products. 

Figure 3. Typical EDGAR/text version of a prospectus

RRIISSKK  RREETTUURRNN  SSUUMMMMAARRYY  

INVESTMENT OBJECTIVE 

The fund's investment objective is total return (high current income and
long-term growth of capital). The fund's objective may be changed without
shareholder approval.

PRINCIPAL INVESTMENT POLICIES AND STRATEGIES 

The fund invests, under normal market conditions, at least 80% of its net
assets in fixed income securities and other investments which are issued
by, or which provide exposure to, government, government-related,
supranational and corporate issuers located, or primarily conducting their
business, in emerging market countries.

The fund's investments may include securities traded in the over-the-
counter markets. The fund may invest up to 25% of its assets in the
securities of a single issuer.

XBRL promises to increase
the ability of individual
investors, as well as analysts
and other investment
professionals, to access and
analyze prospectuses and
financial statements.
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XBRL promises to increase the ability of individual investors, as well as analysts and other
investment professionals, to access and analyze prospectuses and financial statements. 

In order to accomplish this, all of the text, graphics (charts, etc.) and numerical data needs to
be tagged with XBRL coding. Figure 4 illustrates the XBRL coding that would be applied to the
same risk/return content displayed in Figure 3.

Figure 4. Native XBRL 

4How XBRL Tags Will Improve Reporting and Disclosure
For Investors and the Financial Community

With XBRL, individual investors will have ready access to financial data in forms previously
available only to analysts, brokers and institutional investors.

XBRL makes it easier for investors to identify key data within a prospectus or financial
statement. XBRL’s standardized taxonomies more readily accommodate comparisons of data
sets between different financial products, entities and time periods. In addition, it facilitates
use of advanced analytical tools. For example, investors can request specific data points from
several different prospectuses at once, and create custom representations to “slice and dice” the
data, comparing data sets from multiple perspectives. 

In short, more informed investors making better informed investment decisions.

- <ici-rr:RiskReturnHeading>
<ici-rr:Heading contextRef="EmergingMktDebt">RISK RETURN SUMMARY</ici-rr:Heading>
</ici-rr:RiskReturnHeading>
- <ici-rr:ObjectiveSection>
- <ici-rr:ObjectiveHeading>
<ici-rr:Heading contextRef="EmergingMktDebt">INVESTMENT OBJECTIVE</ici-rr:Heading>
</ici-rr:ObjectiveHeading>
- <ici-rr:ObjectiveNarrativeParagraph>
<ici-rr:Paragraph contextRef="EmergingMktDebt">The fund's investment objective is total return
(high current income and long-term growth of capital). The fund's objective may be changed without
shareholder approval.</ici-rr:Paragraph>
</ici-rr:ObjectiveNarrativeParagraph>
</ici-rr:ObjectiveSection>
- <ici-rr:StrategySection>
- <ici-rr:StrategyHeading>
<ici-rr:Heading contextRef="EmergingMktDebt">PRINCIPAL INVESTMENT POLICIES AND
STRATEGIES</ici-rr:Heading>
</ici-rr:StrategyHeading>
- <ici-rr:StrategyNarrativeParagraph>
<ici-rr:Paragraph contextRef="EmergingMktDebt">The fund invests, under normal market conditions,
at least 80% of its net assets in fixed income securities and other
investments which are issued by, or which provide exposure to, government,
government-related, supranational and corporate issuers located, or primarily
conducting their business, in emerging market countries.</icirr:Paragraph>
<ici-rr:StrategyPortfolioConcentration xsi:nil="true" contextRef="EmergingMktDebt"/>
</ici-rr:StrategyNarrativeParagraph>
- <ici-rr:StrategyNarrativeParagraph>
<ici-rr:Paragraph contextRef="EmergingMktDebt">The fund's investments may include
securities traded in the over-the-counter markets. The fund may invest up to 25% of
its assets in the securities of a single issuer.</ici-rr:Paragraph>

On March 16, 2005 the
SEC issued its final rule
about XRBL which ushered
in the beginning of the
SEC’s revolution in 
financial reporting.
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For Investment Management Companies

XBRL will make document filing more efficient. Software applications will extract, compare
and analyze content from numerous filings. XBRL automation’s easy scalability readily handles
multiple filings. This is an important consideration, owing to the fact that filings in XBRL
require that each filing be separately tagged.

Automation will eventually produce faster document assembly, which will mean more timely
filings. XBRL also provides more accurate reporting with fewer data errors.

Timely adoption of XBRL will also provide key competitive advantages. Investors can more
effectively and more efficiently evaluate documents filed in XBRL. In addition, users of the
interactive tools available at the SEC Web site can access the filings from companies taking
advantage of the SEC’s voluntary filing program.

As the investment management community continues to move in the direction of widespread
adoption of XBRL, those companies that make the transition sooner may be viewed by
investors as technology leaders, willing to make the investments to help investors through
greater transparency and accessibility of information. Vanguard, known as a leading investor-
friendly fund company, recently announced they will begin filing XBRL as soon as the SEC
finalizes rules for fund companies.

5What to Look for in an XBRL Service Provider
To create an XBRL prospectus or financial statement, a company must map the

document to a predefined taxonomy, then create an XBRL version of the document (called 
an instance document) based on this mapping.

The initial mapping of XBRL is the most complicated and laborious part of the process. 
The setup for financial statements, for example, requires that a company compare its
consolidated financial statements – income, cash flow and balance sheet – to the appropriate
industry GAAP taxonomy and then map each line item in the financials to the individual
taxonomy definitions. 

Fortunately, setup is usually a one-time effort. For subsequent filings, if there are no changes in
the taxonomy, the company can proceed straight to the creation of the instance document. 

An important consideration is evaluating at what stage of document creation the XBRL tagging
will occur. XBRL-based reporting isn’t simply a matter of inserting XBRL tags into a submission
just prior to filing it with the SEC. Consideration needs to be given to how to incorporate
XBRL tagging into the workflow. 

Obtaining the full benefits of XBRL, including improved accuracy and efficiency, ideally

“What we’re envisioning at the SEC is a new way of delivering the numbers
so fast and so flexible, it will slash untold hours of waste, cost and
inefficiency from our economy, and make our capital markets vastly more
efficient. Just as importantly, it will level the playing field for tens of
millions of average investors.”

— SEC Chairman Christopher Cox, Oct. 2006 

One of the most important
decisions with XBRL
initiatives is whether to use
internal resources or to
outsource the tagging
process.
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requires integrating XBRL into the overall document lifecycle. It also requires a service 
provider who can provide the skilled people, the integrated process and the technology to
make it all work.

Merrill Corporation has been actively involved in the creation of the XBRL taxonomies for 
the mutual fund industry. We participated in the ICI Working Group that developed the
current draft taxonomy for risk/return summaries and we hosted the final meeting of the
industry working group that completed the original investment management taxonomy 
for financial statements. We’re also an active participant in the Consortium of Filing Agents
and Software Developers, which meets regularly with the SEC to discuss new EDGAR and 
XBRL developments.

CONCLUSIONS

XBRL is clearly building momentum. The SEC is actively championing XBRL and helping to
create a clear path toward industry-wide adoption. A mandatory XBRL reporting requirement
for mutual funds is widely anticipated.

More importantly, XBRL provides significant advantages to companies that incorporate it in
the filing of their prospectuses and financial statements. XBRL improves efficiency and 
facilitates more timely and accurate filings. And it may provide competitive advantages in
helping investors more efficiently and effectively evaluate a company’s funds.

SEC Chairman Christopher Cox recently declared that XBRL will be a “game-changing 
revolution” for the securities industry. Will your company be prepared for the changes?

NEXT ISSUE: Using XBRL

For more information on XBRL visit:

http://www.merrillcorp.com/xbrlspotlight or http://www.xbrl.org

Learn how Merrill Corporation is helping our clients determine the best
time and method to participate in the SEC’s XBRL programs. Please contact
us at 212-229-6602 or email us at funds@merrillcorp.com.

Obtaining the full benefits
of XBRL, including
improved accuracy and
efficiency, ideally requires
integrating XBRL into the
overall document lifecycle.

CREATE XBRL INSTANCE VALIDATE INSTANCE FILE WITH SEC

Annual
Semi-Ann
Quarterly

Pros spectu

Fund Accounting
Fund Reporting Systems

Prospectus
Authoring Systems
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GAAP
MAPPING

RISK/RETURN
MAPPING

PRINT

CREATE EDGAR FILE WITH SEC

lternate XBRL
Tagging Point

XBRL

Tagging

XBRL

Tagging

The validity of your 
XBRL-tagged financials is
determined by the
effectiveness of your set-up
process.

Figure 5. Compliance Document Life Cycle.
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XML (eXtensible Markup Language) is a standard created by 
W3C (World Wide Web Consortium) which allows a user 
to describe the structure of data. Once the data has been
marked up, computer programs and software can
intelligently process this data.

XBRL (eXtensible Business Reporting Language) is a form of 
XML designed specifically for the financial industry to
increase efficiency, productivity and transparency in
financial reporting.

Tags (markup language) are like bar codes used to markup 
and define data. In XBRL these tags can identify, describe
and provide contextual information for each piece of
information. These tags can be understood by a range 
of software applications allowing data to interface with
databases, financial reporting systems and spreadsheets.

Taxonomy is a system or dictionary which contains and organizes 
all of the tags used to markup a document. Currently 
XBRL International, the SEC and other organizations are
funding the building of standardized taxonomies for the
different financial industries in the United States. They 
are organized under the broad title of U.S.-GAAP/FRIS 
(U.S. Generally Accepted Accounting Principles/Financial
Reporting Instance Standards).

Instance document is a document where financial data has been tagged using
XBRL taxonomies.

GAAP is the common set of accounting principles, standards 
and procedures that companies use to compile their
financial statements. GAAP is a combination of
authoritative standards (set by policy boards) and 
simply the commonly accepted ways of recording 
and reporting accounting information.

XBRL
Glossary



About Merrill Corporation
Founded in 1968 and headquartered in St. Paul, Minn., Merrill Corporation is a leading
provider of outsourcing solutions for complex business communication and information
management. Merrill’s services include document and data management, litigation support,
branded communication programs, fulfillment, imaging and printing. Merrill targets 
markets including the legal, financial services, insurance and real estate industries. With
more than 6,100 people in over 70 domestic and 15 international locations, Merrill 
empowers the communications of the world’s leading companies.

About Financial Services Solutions
Merrill Corporation delivers a broad range of technology-enabled products to mutual fund,
insurance, retirement services, brokerage and healthcare companies. We empower our
clients to create and manage variable content documents such as prospectuses, shareholder
reports, fact sheets, enrollment kits and personalized marketing programs. Each custom
solution addresses the full communications lifecycle from point of creation through filing
and distribution. Merrill emphasizes continuous analysis of quality, efficiency and
effectiveness of all client programs.

M E R R I L L  C O R P O R A T I O N

Corporate Headquarters
One Merrill Circle
St. Paul, MN 55108
800.688.4400

funds@merrillcorp.com
merrillcorp.com/funds 
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