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There are four required disclosures which would always appear in the disclosure notes of a financial 

report: significant accounting policies, basis of reporting, nature of business, and revenue recognition 

policy.  This document provides the line of reasoning used to reach this conclusion.   

These required disclosures are represented by one or more concepts contained in the US GAAP XBRL 

Taxonomy.  It would be expected that all or almost all economic entities would therefore report these 

four required disclosures in their financial reports and that searching for specific US GAAP XBRL 

Taxonomy concepts provided within an XBRL-based financial report this information should be 

identifiable and extractable from such reports.  However, the following analysis of disclosures found 

that was not the case. 

First, no professional accountant could conceivably argue against the proclamation that the significant 

accounting policies1 are a require disclosure and MUST therefore be identifiable within an XBRL-based 

financial report. 

Empirical evidence supports this assertion.  Of 5,895 XBRL-based financial reports submitted with 10-Ks 

analyzed, only 88 did not provide an identifiable significant accounting policies disclosure; whereas 

5,807 or 99% of all public companies did provide that disclosure. 

 

Second, ASC 235-10-50-1 https://asc.fasb.org/section&trid=2122385 states that the significant 

accounting policies is a required disclosure and ASC 235-10-50-3 

https://asc.fasb.org/section&trid=2122385 articulates examples of some of the types of significant 

accounting policies that must be disclosed; the revenue recognition policy is provided as a specific 

example of the required significant accounting policy.  As such, revenue recognition policy is a required 

disclosure.  If it is the case that an economic entity does not have revenue; the revenue recognition 

policy may still need to be disclosed because it is that policy which must be used to determine that the 

economic entity, in fact, did not have revenues. If there were no revenue recognition policy how would 

the economic entity reach the conclusion that they had no revenues? 

Although, conceivably, there could be a set of circumstances that would make it so an economic entity 

might not need to provide a revenue recognition policy.  If such circumstances did exist, then those 

                                                           
1
 Note that XBRL-based financial reports that are submitted to the SEC by public companies require both a Level 1 

Note [Text Block] for the set of significant accounting policies and Level 2 Policy [Text Block]s for the individual 
policies. This analysis is looking at the Level 1 Note [Text Block] for the significant accounting policies disclosure. 

https://asc.fasb.org/section&trid=2122385
https://asc.fasb.org/section&trid=2122385
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circumstances should be describable.  Then, given those circumstances, one could determine if they 

would tend to agree or disagree that a revenue recognition policy is, or is not, warranted2. 

Based on the most current examination of XBRL-based financial reports of public companies, only 77% 

provided an identifiable revenue recognition policy.  That policy was not discovered in 1,361 financial 

reports. 

 

Because there are so many possible concepts, it is likely the case that a concept could be missing from 

the business rules used to detect this disclosure.  An examination of each of the 1,361 10-Ks will 

determine the exact situation for each of the 1,361 financial statements that  were not found to have an 

identifiable revenue recognition policy. 

It is not the case that providing information on adopting the new accounting pronouncements relating 

to revenue recognition rules would satisfy the requirement of providing a revenue recognition policy. 

The third required disclosure is the basis of reporting or alternative referred to as the basis of 

presentation or basis of accounting.  While 95% of all economic entities provide the basis of reporting 

disclosure, there are 275 economic entity financial reports where that basis of reporting disclosure is not 

discovered. 

 

So, considering that 95% of economic entities provide that disclosure is strong evidence as to the 

required nature of the disclosure.  Also, considering that the disclosure includes information such as 

“the financial report has been prepared in accordance with the generally accepted accounting principles 

of the United States”, as contrast to having been prepared using IFRS or some other comprehensive 

basis of accounting; it would conceivably be very hard to argue against the proclamation that this is a 

required disclosure.  Although, a comprehensive search of the ASC did not find what would be 

considered to be a strong, explicit statement that the basis of reporting is required to be provided within 

a financial report.  That is surprising and could be considered a flaw in the ASC3. 

                                                           
2
 While revenue is fundamental to any company there are some unusual companies that are listed, but do nothing 

but issue debt or equity and have no operations.  Also, ETFs would be like this.  It is the case that there may be 
exceptions where the company does not carry out any business operations.  These are clearly exceptions to the 
general rule that a revenue recognition policy is required. 
3
 The financial reports filed as part of 10-Ks with the SEC only allow accounts to be filed under US GAAP, so that 

may be one reason a basis of reporting is not provided.   AICPA illustrative accounts and Big 4‘s model accounts 
generally always have a basis of reporting, so not surprised to see it so common place. Some may not show basis of 
reporting as it is required in the auditor’s statement. 
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Finally, the nature of operations or alternatively referred to as the nature of business or organization 

disclosure is a required disclosure if an economic entity has commenced planned principal operations. 

ASC 275-10-50-2 states explicitly, “If an entity has commenced planned principal operations, the entity’s 

financial statements shall include a description of…”  Shall include is not vague in any way.  Yet, current 

measurements of public company financial reports reveal that only 81% of economic entities provide 

the nature of operations disclosure, 1,128 do not provide the disclosure. 

 

There are two reasons these required disclosures might not be discovered. 

1. The economic entity DID NOT provide the required disclosure within its financial report. 

2. The economic entity DID provide the required disclosure within its financial report; however the 

proper US GAAP XBRL Taxonomy concept(s) were not used to represent the disclosure or an 

extension concept was used to represent the required disclosure. 

The US GAAP XBRL Taxonomy provides explicit concepts for each of these disclosures as can be shown in 

the first row of concepts below.  (Note that the consolidation policy is not required because some 

economic entities might not be groups of economic entities; but that concept is included to provide a 

complete set of matching concepts in the reconciliation of concepts shown.) 

Alternatively to the individual concepts, concepts that combined one or more of the required 

disclosures are provided for.  Further, different terminology is used to describe the same disclosure.  For 

example, the labels “basis of reporting” and “basis of accounting” and “basis of presentation” and 

“presentation of financial statements” all describe the same idea. 
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Finally, none of this analysis covers the question related to whether or not a provided disclosure is 

appropriately provided.  That is not part of this analysis.  Clearly this is a very critical consideration.  

However, that is beyond the scope of this analysis.  This analysis only addresses whether these four 

expected disclosures were located using one of the expected concepts or combinations of concepts 

provided for by the US GAAP XBRL Taxonomy.  For example, the statement “Financial reports prepared 

using the generally accepted accounting principles of the United States many times requires the use of 

estimates.”  That is NOT a basis of reporting disclosure; that is a disclosure related to the use of 

estimates.  That statement does not state that the financial report was prepared using US GAAP.  That 

statement says that IF a report is created using US GAAP; THEN estimates might be used. 

These disclosures are clearly required, concepts clearly exist in the US GAAP XBRL Taxonomy so that the 

disclosures can be represented; yet the disclosure is not discoverable by basic automated processes 

which are used to extract this information from the XBRL-based report.  Why?  Do the circumstances 
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justify not providing the disclosure or are the missing required disclosure an error?  Was an extension 

concept used? 

The next phase of this project, which will take place beginning in March 2018 will be to identify precisely 

why each required disclosure was not discoverable within the XBRL-based report. 

 

Appendix of Information about Four Required Disclosures 

 

Nature of Operations 
Name: disclosures:NatureOfOperations 

Description: Disclosure of the nature of operations of an economic entity. 

ASC: (275-10-50-2) https://asc.fasb.org/section&trid=2134497 

 

Level 1 Disclosure Text Block: us-gaap:NatureOfOperations  

https://asc.fasb.org/section&trid=2134497


 

6 
 

 

Level 4 Disclosure Detail: Not required 

Example:  AMERICAN OUTDOOR BRANDS CORP 

https://www.sec.gov/Archives/edgar/data/1092796/000156459017013115/0001564590-17-013115-

index.htm  

 

 

 

Basis of Reporting 
Name: disclosures:BasisOfReporting 

Description: Disclosure of the basis of reporting of the financial statement; in particular a 

statement that the report was created using US GAAP. 

ASC: (235-10-50-4) https://asc.fasb.org/section&trid=2122385  

https://www.sec.gov/Archives/edgar/data/1092796/000156459017013115/0001564590-17-013115-index.htm
https://www.sec.gov/Archives/edgar/data/1092796/000156459017013115/0001564590-17-013115-index.htm
https://asc.fasb.org/section&trid=2122385
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ASC: (105-10-05-3) https://asc.fasb.org/section&trid=6532146  

 

Level 1 Disclosure Text Block: us-gaap:BasisOfAccounting 

https://asc.fasb.org/section&trid=6532146
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Level 4 Disclosure Detail: Not required 

Example:  COCA COLA COMPANY 

https://www.sec.gov/Archives/edgar/data/21344/000002134417000009/0000021344-17-000009-

index.htm  

Example:  URSTADT BIDDLE PROPERTIES INC. 

https://www.sec.gov/Archives/edgar/data/1029800/000102980018000010/form10k2017.htm  

Example:  AB INTERNATIONAL GROUP 

https://www.sec.gov/Archives/edgar/data/1605331/000164033418000075/abqq_10k.htm  

 

 

https://www.sec.gov/Archives/edgar/data/21344/000002134417000009/0000021344-17-000009-index.htm
https://www.sec.gov/Archives/edgar/data/21344/000002134417000009/0000021344-17-000009-index.htm
https://www.sec.gov/Archives/edgar/data/1029800/000102980018000010/form10k2017.htm
https://www.sec.gov/Archives/edgar/data/1605331/000164033418000075/abqq_10k.htm


 

9 
 

 

Significant Accounting Policies 
Name: disclosures:SignificantAccountingPolicies 

Description: Disclosure of the basis of the significant accounting policies of an economic entity. 

ASC: (235-10-50-1) https://asc.fasb.org/section&trid=2122385  

 

Level 1 Disclosure Text Block: us-gaap:SignificantAccountingPoliciesTextBlock 

https://asc.fasb.org/section&trid=2122385
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Level 4 Disclosure Detail: Not required 

Example:  MICROSOFT CORPORATION 

https://www.sec.gov/Archives/edgar/data/789019/000156459017014900/0001564590-17-014900-

index.htm  

 

 

 

Revenue Recognition Policy 
Name: disclosures:SignificantAccountingPolicies 

Description: Disclosure of the basis of the significant accounting policies of an economic entity. 

ASC: (235-10-50-3) https://asc.fasb.org/section&trid=2122385  

https://www.sec.gov/Archives/edgar/data/789019/000156459017014900/0001564590-17-014900-index.htm
https://www.sec.gov/Archives/edgar/data/789019/000156459017014900/0001564590-17-014900-index.htm
https://asc.fasb.org/section&trid=2122385
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Level 1 Disclosure Text Block: us-gaap:RevenueRecognitionPolicyTextBlock 

 

Level 4 Disclosure Detail: Not required 

Example:  MICROSOFT CORPORATION 

https://www.sec.gov/Archives/edgar/data/789019/000156459017014900/0001564590-17-014900-

index.htm  

https://www.sec.gov/Archives/edgar/data/789019/000156459017014900/0001564590-17-014900-index.htm
https://www.sec.gov/Archives/edgar/data/789019/000156459017014900/0001564590-17-014900-index.htm

