
 

         
 
August 1, 2008 

 
 
Florence E. Harmon 
Acting Secretary 
U.S. Securities and Exchange Commission 
100 F Street, N.E. 
Washington, D.C. 20549-9303 
 
 Re:  Interactive Data to Improve Financial Reporting, File No. S7-11-08 
 
Dear Ms. Harmon: 
 
 The Investment Company Institute1 appreciates the opportunity to comment on the 
Commission’s proposal to require public companies to furnish their financial statements to the SEC in 
eXtensible Business Reporting Language (“XBRL” or “interactive data”) format, and to post them on 
their websites.2   We agree with the Commission’s proposal to exclude investment companies from the 
requirements.3  Our comments below primarily focus on this aspect of the proposal.   
 
Application to Investment Companies 
 

The Institute believes that investment companies should not be required to provide their 
financial statements to the Commission in interactive data format.  We believe the benefits associated 
with the application of interactive data to investment company financial statements are limited relative 
to the benefits of its application to the financial statements of other types of issuers.  Further, we believe 
the investment management financial reporting taxonomy is not sufficiently developed at this time to 

                                                             
1 The Investment Company Institute is the national association of U.S. investment companies, including mutual funds, 
closed-end funds, exchange-traded funds (ETFs), and unit investment trusts (UITs).  ICI seeks to encourage adherence to 
high ethical standards, promote public understanding, and otherwise advance the interests of funds, their shareholders, 
directors, and advisers.  Members of ICI manage total assets of $12.24 trillion and serve almost 90 million shareholders. 

2 See Interactive Data to Improve Financial Reporting, SEC Release Nos. 33-8924, 34-57896, IC-28293 (May 30, 2008) 
(“Proposing Release”). 

3  The proposed rules exclude investment companies registered under the Investment Company Act and business 
development companies.  



Florence E. Harmon, Acting Secretary 
U.S. Securities and Exchange Commission 
August 1, 2008 
Page 2 of 5 
 

                                                            

support its required use.  For these reasons, we agree with the Commission’s proposal to exclude 
investment companies from the proposed rules.   
 
The Benefits Are Limited  
 
 According to the Proposing Release, the proposed rules are intended to make financial 
information easier for investors and the marketplace to analyze and also assist in automating regulatory 
filings and business information processing.  Investors spend considerable resources analyzing operating 
company financial statements in an effort to value the company’s business and assess the attractiveness 
of its shares for investment.  Such analysis may reveal companies whose shares are under-valued in the 
market relative to their earnings, cash flows, or assets.  We believe interactive data may facilitate 
investors’ analysis by enabling quicker access to financial information at reduced cost.  Further, 
interactive data may enhance the accuracy of financial information used by investors to analyze 
operating companies because it will enable them to directly access data in Commission filings, rather 
than rely on third parties, who extract and reformat financial information. 
 
                In contrast, we see little benefit to investors associated with tagging investment company 
financial statements – specifically, the statement of operations, the statement of changes in net assets, 
the balance sheet, and the related notes.  Analysis of mutual fund financial statements cannot reveal 
“under-valued” funds because mutual fund shares are issued and redeemed at the mark-to-market value 
of their net assets.  The same is true for exchange-traded funds, which generally trade in the secondary 
market at approximately their NAV.4  We note that third-party analytical services that rate these funds 
do not analyze financial statement balances or seek to discern trends in these balances across reporting 
periods.  Further, fund analysts do not prepare “earnings estimates” or issue “price targets” for funds.  
Indeed, investor analysis of funds and fund performance differs fundamentally from the analysis of 
operating company financial statements.5 
 
 We believe shareholders and third-party analysts rely on total return and other standardized 
measures, rather than analysis of the fund’s financial statements, to assess fund performance.  In 
particular, shareholders may consider total return, after-tax total return, and total return relative to a 
broad-based index in assessing fund performance, none of which are included within the statement of 
operations, the statement of changes in net assets, the balance sheet or the related notes.  These total 

 
4 While closed-end funds trade at market prices that may reflect a premium or discount to NAV, the NAVs of these funds 
are readily available, enabling investors to assess the magnitude of any market premium or discount without the need to refer 
to the fund’s financial statements.   

5  The Commission itself may find it useful to receive financial statement information in tagged format.  Any proposal to 
require funds to provide tagged financial statement information should fully assess the benefits and costs, including any 
benefits to the SEC’s oversight programs associated with receiving financial statement information in tagged format. 
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return measures are captured in the risk/return summary section of the prospectus, which the 
Commission has proposed to require open-end management investment companies to provide in 
XBRL format.  The Institute believes that investors might benefit more if funds were to tag this 
information rather than financial statements.  We also believe, however, that additional steps are 
necessary before making risk/return summary tagging mandatory.6 
 
 Investment company financial statements must also include a schedule of portfolio holdings,7 
which may be of interest to some investors.  In its companion release proposing to require open-end 
management investment companies to tag their risk/return summaries, the Commission also proposed 
to revise the voluntary XBRL filing program for financial statements to permit investment companies 
to tag only portfolio holdings without having to submit any other tagged financial information.  Our 
comments on tagging portfolio holdings are set forth in our letter on the risk/return summary 
proposal.8 
 
The Investment Management Financial Reporting Taxonomy Is Not Ready 
 
 The most current version of the taxonomy developed for investment company financial 
reporting was approved by XBRL International in June, 2005.  The Commission extended its voluntary 
filer program to include investment company financial statements in August, 2005.  Only three fund 
sponsors have used the investment management taxonomy to provide fund financial statements in the 
voluntary filer program.  We are concerned that the very limited participation by investment companies 
in the financial statement voluntary filer program to date has not provided an adequate test of the 
existing investment management taxonomy. 
 

Moreover, although XBRL US, Inc. completed a first draft of an enhanced U.S. GAAP 
taxonomy in September 2007, and delivered it to the SEC in final form in May, 2008, the investment 
management financial reporting taxonomy was not covered within this most recent update.  Among 
other things, the current investment management financial reporting taxonomy does not provide for a 
uniform system of security identifiers, nor does it provide for detailed tagging of financial statement 
note disclosures, which would be required under the proposal. The current investment management 
financial reporting taxonomy also does not appear to contemplate business development companies, 
which typically have financial statement line items and note disclosures that differ from traditional 

 
6 In a separate letter filed with the Commission today, a copy of which is attached to this letter, we comment on the proposal 
to require open-end management investment companies to file risk/return summaries in XBRL.  See Letter from Karrie 
McMillan, General Counsel, Investment Company Institute, to Florence E. Harmon, Acting Secretary, U.S. Securities and 
Exchange Commission, dated Aug. 1, 2008. 

7 See Rule 12-12 of Regulation S-X. 

8 See Letter from Karrie McMillan, General Counsel, Investment Company Institute, supra note 6. 
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investment companies.  Indeed, the Proposing Release acknowledges that “the standard list of tags for 
investment management is not yet fully developed.”9 
 
 We believe the investment management financial reporting taxonomy must be updated to 
address the deficiencies described above and that investment company filers must be afforded sufficient 
opportunity to test it in a voluntary environment before any proposal to mandate financial statement 
tagging can be considered. 
 
 Other Comments 
 

In our comment letter on the Commission’s proposal to require open-end management 
investment companies to file XBRL-tagged risk/return summaries, we discuss our concerns that the 
proposed requirements and liability protections raise significant interpretive issues, and that the liability 
protections address only a small subset of potential scenarios that might arise.10  These concerns also 
apply under the financial statement proposal including, among others, the fact that the definition of 
“interactive data file” only applies to those files that are “in accordance with” Rule 405; the potential for 
an automatic suspension of certain filing rights based on an undetected error; and the failure to address 
liability scenarios for viewable interactive data that is not identical to the Related Official Filing, 
particularly where investors choose to view isolated information without reference to other 
information and disclosures that typically accompany the financial statements.  While investment 
companies are excluded from the current proposal, we urge the Commission to clarify the obligations 
and potential liability of all participants in any mandatory XBRL filing program. 

 
If the Commission issues a proposal in the future to extend financial statement tagging 

requirements to investment companies, we would expect to comment further on these and other issues.  
In addition, given that applying tagging requirements to investment company financial statements 
would make it possible to extract data from the tagged filings, we recommend that any such proposal 
include rule changes to eliminate redundancies in investment company financial disclosure 
requirements.11 
 

* * * 
 

 
9 See Proposing Release, at n. 61. 

10 See Letter from Karrie McMillan, General Counsel, Investment Company Institute, supra note 6. 

11 For example, income, expenses, assets, liabilities and other financial items are required to be disclosed in both the financial 
statements included in Form N-CSR and in response to separate items in Form N-SAR. 
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The Institute appreciates the opportunity to comment on the Commission’s proposal.  If you 
have any questions about our comments or would like any additional information, please contact the 
undersigned at 202/326-5845 or Greg Smith at 202/326-5851. 

 
 
       Sincerely, 
 
       /s/ Donald J. Boteler 
 
       Vice President—Operations and 
       Continuing Education 
 

cc: The Honorable Christopher Cox, Chairman 
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 The Honorable Elisse B. Walter 
 The Honorable Luis A. Aguilar 
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impatience with the software development process.  Complying with the proposed requirements using 
existing or even moderately improved tools, such as those that could realistically be available in the next 
year, is simply infeasible for most fund groups, particularly those with multiple funds.26 

Virtually all of the Institute members that participated in the Voluntary Program have 
expressed dissatisfaction with the available tools.  One common complaint is that the tagging process is 
extremely manual.  Every tagged exhibit – whether creating a new one or simply updating an existing 
one – requires a completely new file.  Members reported that they could not “copy and paste” tagged 
data from one file to another, or start with an existing file and add or change only the relevant parts.  
Similarly, if they detected an error after the file was completed, they could not go back and fix the error, 
but instead had to start the entire file over again.   

Another complicating factor is that existing viewers do not display the tagged files consistently.  
The SEC’s viewer is not available until after a file has been submitted.  Several participants reported 
that, after reviewing their exhibits using a commercial viewer, they submitted them to the SEC, only to 
find that they were displayed differently on the SEC viewer, and needed to be recreated and 
resubmitted.27  One common error stemmed from confusion about how percentages should be entered 
(i.e., as decimals or integers), resulting in expenses and performance numbers appearing 10 or even 100 
times too high.  Participants also reported that certain footnotes either were not recognized or did not 
display in the correct places, so that they appeared unconnected to the associated information.  The 
SEC’s current validation tool did not identify these problems.  As a result of these and other glitches, 
and the need to recreate the entire exhibit every time an error is found, participants in the Voluntary 
Program widely agree that the current process is not scaleable, and would be unreasonably burdensome 
for complexes with multiple funds.28 

 Institute members are far less sanguine than the Commission about the speed with which useful 
XBRL tools will be developed for funds.  They are concerned that software developers are also overly 
optimistic about their ability to develop and perfect efficient products in the short term.  Incorporating 
products that are still in their beta-testing phase into funds’ workflow, for use with filings that could 
result in liability under the securities laws, is not an acceptable option.  Although the Proposing Release 
suggests that “the growing number of software applications available to preparers” demonstrates that 
the XBRL standard and the risk/return summary taxonomy are ready to be mandated,29 its source for 

 
26 Unlike public companies, which only have one set of filings to complete, larger fund families could have a hundred or 
more funds for which XBRL filings would be necessary.  

27 Members also found that, once an exhibit is submitted to the SEC, it cannot be purged from the SEC viewer, even if it has 
an error.  They expressed concern about leaving incorrect files available for public access, particularly because there is no 
guidance for users on which files to select. 

28 See supra note 12. 

29 Proposing Release at 21.   
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registration statements on Form N-1A or amendments to registration statements to add new funds or 
series.43  The Commission should reconsider offering these or similar incentives. 

 The Commission also could take steps to make the tagging process easier and more beneficial 
for participants.  For example, the Commission could offer incentives for, or sponsor the development 
of, better tagging software.  The Commission’s Mutual Fund Viewer could also benefit from substantial 
improvements, which might help funds and investors understand the utility of XBRL filings.  Making 
the viewer available to funds before they submit their exhibits could also improve the tagging process, by 
helping funds avoid resubmissions to correct errors.  Finally, the Commission should consider 
instituting a formal process to obtain and address feedback from participants in the Voluntary Program, 
as well as investors who use the SEC’s viewer.  Comments on the SEC’s viewer are particularly 
important if, as currently proposed, a fund’s compliance with the requirement is partially dependent on 
a rendering by the SEC’s viewer. 

IV. The Proposed Requirements and Liability Provisions Raise Concerns 

Several aspects of the Commission’s current proposal raise significant concerns of a different 
kind.  The proposed requirements under which liability may be imposed are confusing and circular, and 
the liability safeguards, in fact, offer little protection.  The proposal also does not address the status of 
XBRL files that are not rendered (i.e., converted to human readable form), in their entirety, by software 
provided by the Commission, as well as other scenarios under which errors might arise.  On a more 
basic level, the absence of certain scenarios from the proposal may indicate a need to further consider 
whether and how the expected uses of XBRL align with the general framework of securities regulation 
and the fact that funds make continuous offerings of their securities.  Finally, the requirement that 
funds post XBRL files to their websites is unnecessary, and may cause investor confusion.    

a. Many of the Proposed Requirements are Unclear 

Simply determining a fund’s obligations under the proposed rules is challenging.  As we read it, 
a fund would be required, under a proposed instruction to Form N-1A,44 to submit an Interactive Data 
File (“IDF”), defined in Rule 11 of Regulation S-T, to the SEC and post the IDF on its website, if any, 
“in the manner provided by Rule 405” of Regulation S-T, for any registration statement or post-
effective amendment that includes or amends information in the risk/return summary.  Rule 11 further 
defines an IDF as a presentation made “in accordance” with Rule 405.  Rule 405 requires that an IDF 
contain the same information, “no more and no less,” as the Related Official Filing (“ROF,” defined in 
Rule 11 as the ASCII or HTML format part of the official filing that contains the information to 

 
43 See Extension of Interactive Data Voluntary Reporting Program on the EDGAR System to Include Mutual Fund Risk/Return 
Summary Information, supra note 11, at n. 77. 

44 The proposed instruction, “[a]n Interactive Data File… is required to be submitted…”, creates some ambiguity as to who 
bears responsibility for the submission.  We presume the requirement applies to the fund. 
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which the IDF corresponds), and “comply with the content, format, submission and web site posting 
requirements of this section.”  Failure to comply with the requirement in Form N-1A would result in 
the suspension of a fund’s ability to rely on Rule 485(b) to file post-effective amendments.45  

This structure raises a number of interpretive questions.  For example, does submission “in the 
manner provided by Rule 405” refer to all of the requirements set forth in Rule 405, or only those 
relating to submission?  If the former, a trivial error in compliance with Rule 405 could mean an XBRL 
submission is not actually an IDF – hence a violation of the Form N-1A requirements, and the 
automatic suspension of Rule 485(b).   

The detailed nature of Rule 405 creates substantial reason for concern about potential 
penalties, particularly if a minor violation creates a non-compliant registration statement and a 
suspension of a fund’s use of Rule 485(b).  For example, the seemingly innocuous requirement that the 
IDF contain “no more and no less” than the information contained in the ROF, and the requirement 
that no data element contained in the corresponding ROF be changed, create the risk that a small 
omission could impose serious consequences.46  An immaterial omission could escape detection.  What 
would be the import of having a non-compliant registration statement during that time?  Similarly, if a 
fund’s ability to file under Rule 485(b) were automatically suspended because of undetected non-
compliance with Rule 405, and the fund subsequently filed an amendment to its registration statement 
under Rule 485(b), what would be the status of the amended registration statement?  Would it be 
deemed not to have become effective?  More importantly, what would be the status of fund shares sold 
pursuant to the amended registration statement?47 

 
45 The language used in Proposed Rule 485(c)(3) to describe the suspension of a fund’s ability to rely on Rule 485(b) refers 
to a “registrant.”  Many funds are issued as individual series of a single registrant – some registrants may represent 50 or more 
funds.  As drafted, the failure of one fund to comply with the XBRL requirement would result in the inability of its sister 
funds to rely on Rule 485(b) for post-effective amendments.  We believe this approach is too broad and punitive, and would 
also place form over substance, impacting series funds but not those registered independently. 

46 This requirement also presents a curious problem for funds contained in multi-fund prospectuses.  The characteristics of 
such funds may be described in relation to other funds in the same prospectus.  For example, one fund complex includes its 
target date and retirement income funds in the same prospectus.  The “objectives” section reads: “The objective of each fund 
(other than the Income Fund)…”.  An investor seeking to view the information about only one fund from this prospectus 
may be confused by the description of multiple funds.  Allowing funds some ability to modify the tagged data for the sake of 
clarity may improve investors’ understanding of the presented information. 

47 For these and other reasons, we question whether suspension of an individual fund’s ability to rely on Rule 485(b) is a 
necessary or appropriate consequence.  The Commission previously considered suspending a fund’s ability to rely on Rule 
485(b) if the fund failed to file a report on Form N-SAR for the most recent period for which a filing was required, but did 
not adopt the proposed limitation after the proposal was criticized as “unnecessary and potentially unfair to funds.”  See 
Post-Effective Amendments to Investment Company Registration Statements, SEC Release Nos. 33-7083 and IC-20486 
(Aug. 17, 1994). 
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As discussed below, the proposed protections of Rule 406 do not offer satisfactory answers to 
these and other questions. 

b. The Liability Protections Under Proposed Rule 406 are Unclear  

i. Interactive Data Files Submitted to the SEC 

We appreciate the Commission’s efforts to protect filers from liability for errors that occur 
despite good faith and reasonable attempts to comply with the proposed requirements.  The provisions, 
however, may not provide the protections intended by the Commission.   

Proposed Rule 406 ostensibly contains three provisions offering protection from liability for an 
IDF.  First, under paragraph (c)(1), an IDF submitted to the SEC will be “deemed to comply” with 
Rule 405 if the filer “makes a good faith and reasonable attempt to comply with Rule 405” and amends 
a non-compliant filing as soon as reasonably practicable.  Second, paragraph (c)(2) states that an IDF 
“that complies or is deemed to comply with Rule 405 is not subject to liability under any provisions of 
the Securities Act, Exchange Act, Trust Indenture Act and Investment Company Act or the rules and 
regulations under those Acts for failure to comply with Rule 405.”  Finally, under paragraph (c)(3)(A), 
an IDF submitted to the Commission is “deemed not filed or part of a registration statement or 
prospectus for purposes of Sections 11 and 12 of the Securities Act, is deemed not filed for the purposes 
of Section 18 of the Exchange Act and Section 34(b) of the Investment Company Act, and otherwise is 
not subject to the liabilities of these sections” (citations omitted). 

Rule 11 defines an IDF as a machine-readable file “in accordance with” Rule 405; a filing that is 
not in accordance is not an IDF.  Thus, the provision that an IDF may be “deemed to comply” if the 
fund makes a “good faith and reasonable” attempt to do so technically may not apply to such a non-IDF 
file, and therefore offers no protection at all.  The other two provisions also only apply to IDFs, which, 
under the proposed Rule 11 definition, are “in accordance with” Rule 405.  The status of a file with a 
small error is thus entirely open to interpretation, and could be without any liability protection.   

Appropriate modifications could be made to these provisions, perhaps to the definition of IDF, 
such that an imperfect file could still be an IDF, which may or may not be “deemed to comply” with 
Rule 405.  Even so, paragraph (c)(1) is not particularly helpful.  Presumably, it was intended to prevent 
non-compliant registration statements and the suspension of the use of Rule 485(b) for small or 
inadvertent errors.  Unfortunately, its inherently subjective nature offers little comfort against the 
objective truth of a non-compliant registration statement.  The Commission offers no explanation of 
what constitutes “a good faith and reasonable attempt to comply,” or how or when such a 
determination would be made.   
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This framework creates a substantial risk of private litigation.48  For example, a plaintiff might 
seek to bring a lawsuit under Section 11 or 12 of the Securities Act based on an inaccuracy an XBRL file 
which may cause it to not meet the definition of an IDF (i.e., it may not be “in accordance with” Rule 
405).  If the file is not an IDF, it appears not to be entitled to the liability protections unless it is 
“deemed to comply” with Rule 405 (subject to the modification described above).  A fund in such a case 
would likely seek to dismiss the lawsuit on the basis that, notwithstanding the error, the fund acted in 
good faith and reasonably, and therefore the file is an IDF that should be “deemed to comply” with 
Rule 405 and is protected by Rule 406(c)(3).  But whether the fund acted reasonably is likely a question 
of fact that, even if seemingly crystal clear, may not be easily resolved on a motion to dismiss.49   

The second provision also raises questions, in that it appears to state the obvious (an IDF that 
complies with or is deemed to comply with Rule 405 is not subject to liability for failure to comply with 
Rule 405).  The purpose of this provision is unclear.  While it appears designed to shield filers from 
liability, it could be read to imply that failure to comply or be deemed to comply with Rule 405 does 
subject filers to liability under the securities laws and regulations.  Again, given the lack of clarity about 
what constitutes “deemed to comply” and how and when that might be determined, this implication is 
troubling. 

ii. Interactive Data in Viewable Form 

To the extent a rendered XBRL file includes all of the information in the risk/return summary, 
and is rendered by the SEC’s viewing tool, it would meet the definition of Interactive Data in Viewable 
Form (“IDVF”),50 would apparently be deemed part of a registration statement,51 and would be subject 
to liability “in the same way and to the same extent as the Related Official Filing.”52  The Commission’s 
intentions with respect to this structure are unclear. 

 
48 Similar concerns may also exist with respect to enforcement of the securities laws by the SEC or other government 
authorities, including under provisions that do not provide a private right of action. 

49 For the same reasons, the definition of IDF should avoid using subjective terms such as “materially” in accordance with 
Rule 405; otherwise the same problem would arise with respect to whether or not a file was an IDF in the first place.  For a 
more detailed discussion of the concerns created when subjective terms are used to describe obligations of a fund that are 
subject to private rights of action, see the ICI’s comment letter on the Summary Prospectus Proposal, supra note 2. 

50 IDVF is defined in Rule 11 as the information displayed when “machine-readable computer code is converted into 
human-readable text through software the Commission provides; and are … identical[] in all material respects to the 
corresponding…[ROF].” 

51 Proposing Release at 33-34 (explaining that including a cautionary disclosure (presumably in the viewable format) would 
be “inconsistent with the proposal that interactive data be part of the related registration statement”).  While the rule text 
does not explicitly state that IDVF is part of the registration statement, Rule 406 specifically excludes only the computer-
readable files from being “filed or part of a registration statement” for purposes of certain liability provisions. 

52 Proposing Release at 46. 
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As noted above, the ROF is defined as the part of the official filing that contains the 
information to which the IDF corresponds – in this case, the risk/return summary.  Read literally, this 
structure would suggest that an IDVF is subject to the same liability as the risk/return summary.  It is 
not clear, however, what liability that would be.  A fund’s risk/return summary may be subject to 
liability under Section 11 or 12 of the Securities Act, among others, but only in connection with the full 
prospectus in which it is contained, and the SAI and other information that is typically incorporated by 
reference into the prospectus.53  It would be inappropriate to isolate the risk/return summary – or 
IDVF – from the context of the entire registration statement when considering the liability to which it 
is exposed. 

If IDVFs are in fact part of the registration statement, but can be viewed in isolation, they must 
be able to incorporate by reference the full registration statement, or explicitly be deemed to be 
accompanied by it.  Otherwise, a fund could be exposed to potential liability under Section 12 of the 
Securities Act for offering to sell a security based on a prospectus containing material omissions.  If the 
Commission intended that, like the risk/return summary, the IDVF would only be considered in the 
context of the full registration statement for purposes of liability, it must clarify how this incorporation 
by reference may occur. 

The Commission should also consider the potential risks to investors of providing them with 
only the risk/return summary, without an explicit reference to the additional information that is 
contained in the registration statement.  One option would be to require an IDVF to include a 
cautionary disclosure with IDVFs to the effect that additional information is incorporated by reference 
into an IDVF, along with directions on how to obtain that information, much like the legend proposed 
for the Summary Prospectus.  Alternatively, IDVFs could expressly be deemed omitting prospectuses, 
rather than part of a registration statement, and be accompanied by cautionary language similar to that 
included in Rule 482 advertisements, which recommends that investors consider certain factors and 
informs them how to obtain a full prospectus.  Or, the Commission could deem an IDVF not an 
offering document, because by virtue of being submitted in computer-readable code and rendered or 
converted using the SEC’s software, it is no longer provided directly by the fund.54  

In any event, before mandating XBRL, the Commission must consider the appropriate 
characterization of rendered XBRL files under the securities laws, and create appropriate regulations to 
ensure that complying with the XBRL requirements does not cause investors to rely on incomplete 

 
53 Similarly, in the Summary Prospectus Proposal, the Commission proposed to permit a Summary Prospectus to 
incorporate by reference the prospectus, SAI, and shareholder reports, on the theory that “we do not intend the Summary 
Prospectus to be a self-contained document, but rather one element in a layered disclosure regime.”  Summary Prospectus 
Proposal at 66. 

54 This conversion process is conceptually different from ordinary filings on the EDGAR system, which can be accessed by 
the public in exactly the same format in which they are filed (i.e., HTML or ASCII). 
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information, or funds to violate existing laws based on an inability to provide additional information in 
conjunction with an IDVF. 

c. The Liability Protections Must be Broadened 

i. XBRL Rendered through Commission Software That is Not an IDVF 

Perhaps a bigger question, and one that is not addressed in the Proposing Release, is the status 
of information converted into viewable text through Commission software that is not identical to the 
corresponding ROF.  Such a file could exist as a result of an error in the Commission’s rendering tool,55 
but more importantly, the very nature of XBRL is to enable viewers to obtain select pieces of 
information.  Under the Voluntary Program, an investor can already use the SEC’s viewing tool to 
generate a report that compares expenses across several funds, but does not include other information 
about those funds.  Although the proposal’s primary purpose is to make the risk/return summary 
information more useful to investors,56 in part by allowing them to view only selected data elements, the 
Proposing Release does not discuss the implications of such selective reports.57   

We are concerned that the absence of any discussion of such selective reports may create 
unintended risks for funds.  More importantly, we believe this omission reflects a need to further 
consider whether and how the expected uses of XBRL align with the general framework of securities 
regulation.  Federal securities laws and regulations have historically sought to prevent registrants from 
providing their investors with information that, viewed in isolation, may be misleading,58 and to ensure 
that investors receive the key information they need, along with a notice that more information is 
available upon request.59  By contrast, the proposed rules would require funds to provide information in 
a format that is intended to allow investors to view and analyze only the pieces of information they 
desire.  Further, the Commission proposes to prohibit the use of a cautionary disclosure because such a 

 
55 This is not a hypothetical possibility.  See supra Section II.b. regarding errors that Institute members encountered with the 
SEC’s Mutual Fund Viewer during the Voluntary Program. 

56 See Proposing Release at 7.  We note that this is a somewhat novel approach to the use of XBRL by regulators.  The 
existing uses, as described in the Proposing Release, revolve primarily around the provision of XBRL data for the regulators’ 
use.  See Proposing Release at 14 (referencing XBRL programs by the Federal Deposit Insurance Company, the Office of the 
Comptroller of the Currency, and the Federal Reserve, as well as foreign countries). 

57 Proposed Rule 11 defines IDVF, in part, as human-readable text “displayed… identically in all material respects to the 
corresponding… risk/return summary information in the [ROF].”  Although it is not clear that the Commission intended 
this result, this language appears to provide that a file containing only selected elements of the risk/return summary is not an 
IDVF, because it does not contain all of the information in an ROF. 

58 See, e.g., Rule 482 under the Securities Act of 1933, limiting the information that may be included in fund advertisements, 
and requiring certain disclosures, including a statement about the availability of additional information. 

59 See, e.g., id; see also Summary Prospectus Proposal. 
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disclosure would be “inconsistent with the proposal that interactive data be part of the related 
registration statement.”60  The absence even of a disclosure advising investors to seek additional 
information seems fundamentally inconsistent with the Commission’s longstanding approach to 
disclosure regulation. 

At a minimum, the Commission must clarify a fund’s liability where an investor views only a 
subset of the available data through the SEC’s viewer, including that a fund cannot be liable for a 
material omission where an investor chooses to view only select information.  We also urge the 
Commission to reconsider the use of cautionary disclosures.  More broadly, we think these issues merit 
a further exploration of the purpose and nature of XBRL, a better understanding of how and through 
which media interactive data is likely to be accessed, and additional consideration of whether or how to 
protect investors from being misled if they choose to view only certain pieces of information. 

ii. XBRL Rendered Through Non-SEC Viewers 

The Commission also contemplates that investors will be able to access information converted 
into viewable text through software other than that provided by the Commission, or downloaded from 
EDGAR into their own viewers.61  These files are also not IDVFs, because they are not rendered by the 
SEC’s viewer.  The Proposing Release, however, is silent on whether funds could potentially face 
liability for such files.  Once the data is removed from EDGAR by a third party, funds should not be 
held responsible for its use or display, just as they are not responsible for any information provided to 
the public by third party data aggregators today.  We believe this was the intent of the proposed rules.  
We request that the Commission state this explicitly.  

iii. Interactive Data Files on a Fund’s Website 

The proposal does not address what liability, if any, attaches to the IDF that would be required 
to be posted on a fund’s website.  The liability provisions in Section 406 specifically govern only those 
filings that are submitted to the Commission.  As discussed below, we strongly oppose requiring funds 
to place XBRL files on their web sites, but if this requirement is maintained, the Commission must 
explain how the proposed liability provisions apply to such files. 

iv. Updates to XBRL Files 

Another issue that is not sufficiently considered in the Proposing Release is the impact of 
requiring (or not requiring) XBRL files to be updated if a fund files a prospectus supplement under 
Rule 497.  The proposed rules would not require such updates to be made.   

 
60 Proposing Release at 33-34. 

61 See Proposing Release at 7-8. 
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Funds engage in continuous offerings, and frequently use the Rule 497 process, rather than 
amending their registration statements, to update information that is included in the risk/return 
summary.  If a rendered file is not updated when a prospectus is supplemented, it may contain different 
information from the current prospectus, which could potentially lead to liability, to the extent an 
IDVF could be deemed to include a material misstatement of a fact that has been revised in the 
registration statement through the Rule 497 process.  Even absent liability, if updates were not required, 
investors using XBRL data could be accessing stale information.62  As we explained in our comment 
letter on the Summary Prospectus Proposal,63 we are concerned about the potential for investor 
confusion arising from the availability of different versions of ostensibly the same information. 

Requiring funds to update XBRL exhibits in conjunction with Rule 497 filings imposes yet 
another burden on funds, and additional EDGAR programming would be necessary to permit exhibits 
to be filed using the Rule 497 process.  If the Commission requires that Summary Prospectuses be 
updated quarterly, requiring parallel updates to XBRL files would create another disincentive for funds 
to use the Summary Prospectus.64 

On balance, we believe that updates to XBRL filings should be required when the content of a 
fund’s risk/return summary is supplemented through the Rule 497 process.  The Commission should 
ensure that the appropriate updates to EDGAR are in place and tested to accommodate this 
requirement before adopting such a requirement. 

d. Web Posting of XBRL Files Should Not be Required 

Institute members strongly oppose the requirement that funds make XBRL files available on 
their websites because it is unnecessary and could lead to investor confusion.  We do not believe that 
providing such information on a fund’s website will help data aggregators gather XBRL data, because if 
funds furnish XBRL files to the SEC, all of the files should be available for downloading directly from 
EDGAR.  A data aggregator would be far more likely to collect data from EDGAR than to comb every 
fund website looking for XBRL files – especially since each fund would likely have different filing and 
naming conventions for XBRL files on their sites, making automated searches difficult.  Moreover, 
forcing data aggregators to rely on EDGAR would help ensure that they maintained updated 
information, especially if a fund supplemented its filing mid-year using the Rule 497 process (assuming 
XBRL files are updated in conjunction with such supplements as we suggest). 

 
62 This would actually be a step backwards from the information investors can obtain today.  Data aggregators typically 
monitor EDGAR daily, and incorporate 497 prospectus supplements into the data they provide.  If they relied on XBRL 
feeds to save time and effort, they would potentially miss such supplements. 

63 See ICI’s comment letter on the Summary Prospectus Proposal, supra note 2. 

64 See id. 
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In addition, members are concerned that posting these files on the web without a tool to render 
them may confuse and frustrate investors, as XBRL files are unreadable without a special viewer.65  An 
investor who tried to open such a file would find unintelligible computer code.  While some funds may 
wish to provide XBRL files along with access to an appropriate viewer (as many do today with PDF files 
and Adobe Acrobat Reader, which is free), their election to do so will likely be dependent on the 
availability, at reasonable cost, of a high quality viewer that will not produce rendering errors.  Once 
such software is widely available, a web-posting requirement may be less objectionable.  

V. The Commission’s Proposal to Permit Funds to Submit a Tagged Schedule of 
Portfolio Holdings is also Premature 

As with other aspects of this proposal, the Commission’s proposal to permit funds to submit a 
tagged schedule of portfolio holdings under the Voluntary Program is premature because the taxonomy 
does not yet exist.66  In addition, separate from the taxonomy, we offer the following two comments on 
this aspect of the proposal.  First, the Commission does not offer any support for its assumption that 
investors, financial intermediaries and third party information providers will find tagged portfolio 
holdings information useful.  While such analysis may be unnecessary to support a voluntary system, we 
recommend that the Commission carefully consider the arguments in favor of such information before 
requiring funds to tag their holdings. 67 

Second, contrary to the Commission’s assumption, we do not believe that simply permitting 
funds to submit only portfolio holdings information, without other financial statement information, 
will encourage participation in the Voluntary Program, absent any incentives to do so.  If they were so 
inclined, funds could seemingly submit only portfolio holdings under the existing Voluntary 
Program by submitting Form N-Q.  In fact, two funds appear to have done so.  The Commission 
should consider whether any incentives might be offered to funds that participate.   

*  *  * 

 
65 We do not read the proposal to require funds to provide access to a viewer for XBRL files.  We would oppose such a 
requirement because it would be costly for funds to license such software and because it would be of limited benefit to 
investors, since they would only be able to view funds offered by the complex whose website they were viewing.  Moreover, 
many fund websites already provide excellent tools for investors to research and compare funds, often containing data 
beyond that contained in the risk/return summary. 

66 See Proposing Release at 61 (explaining that the Commission “anticipates” entering into a contract to develop a list of tags 
for portfolio holdings).   

67 Although the Proposing Release did not suggest this, the Commission itself may find it useful to receive portfolio holdings 
information in tagged format.  If that is the Commission’s motivation for this aspect of the proposal, the Commission 
should be forthright in expressing its goals.  These benefits, too, should be explored by all interested parties as the 
Commission considers whether the costs of requiring such filings is warranted. 
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For all of the reasons set forth above, the Commission should not require funds to provide 
risk/return summary information in XBRL at this time.  The Commission should focus its resources on 
finalizing the Summary Prospectus, which has the potential to benefit shareholders immediately.  The 
Commission should also finalize the ETF proposal, and then turn its attention to revising the 
risk/return summary taxonomy to correspond to any revisions to Form N-1A.  During this time, the 
Commission should take steps to encourage participation in the Voluntary Program and the 
development of tools to facilitate XBRL filing.  The Commission should return to mandatory tagging 
of the risk/return summary only after a revised, fully tested and acknowledged taxonomy is in place and 
the development of tools to facilitate creation and viewing of tagged files is well underway.  Finally, any 
such reproposal must provide clarity with respect to funds’ obligations and potential liability. 

 The Institute appreciates the opportunity to comment on this proposal.  If you have any 
questions about our comments or would like any additional information, please contact me at 202/326-
5815, Frances Stadler at 202/326-5822 or Mara Shreck at 202/326-5923.  

Sincerely, 

  /s/ Karrie McMillan 

Karrie McMillan 
General Counsel 

 

cc: The Honorable Christopher Cox, Chairman 
 The Honorable Kathleen L. Casey 
 The Honorable Elisse B. Walter 
 The Honorable Luis A. Aguilar 
 

Andrew J. Donohue, Director 
Susan Nash, Associate Director 

 Division of Investment Management 
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