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Dear Mr Jackson 

The Non-Financial Reporting Directive 

Deloitte LLP is pleased to respond to the consultation paper addressing the UK implementation of the 

Non-Financial Reporting (NFR) Directive. We have set out our detailed responses to the consultation 

questions in Appendix 1 to this letter. 

Overall, we believe substantial further thought needs to be given as to how the NFR Directive should be 

implemented. Our key comments, which we expand on in Appendix 1 to this letter, are as follows: 

• We do not believe that either of the two implementation options that have been put forward 

provide an acceptable outcome. The first option would be too complex, and the second option 

would involve a step in the wrong direction for the UK with regards to non-financial reporting 

since a potentially significant number of smaller quoted companies would not fall within the scope 

of this option, and would therefore not be required to prepare an enhanced strategic report. 

Investors have told us that they value the current strategic report and want it to be retained. We 

have proposed a third option which we believe is simpler and enacts the NFR Directive effectively 

without undue burden. 

• The way in which the UK implements the gender diversity requirements of the Directive requires 

careful thought in terms of how those requirements are implemented, where information should 

be presented, and the scope of entities to which it applies or should apply. 

• The option to present information as required by the NFR Directive, and other information, in a 

separate report needs to be considered carefully. Overall we think the concept of holistic or 

‘integrated’ reporting is extremely important – providing companies with one way to tell their story 

and investors one source of reference for all key reporting. Accordingly, any separate report 



should only contain information of non-strategic importance. If a separate report is prepared, the 

issue of the auditor’s interaction will need further thought to provide investors with a clear 

understanding as to the degree of scrutiny. 

• We do not believe that verification of the non-financial information by an independent assurance 

service provider should be made mandatory. We believe that those companies that see a benefit 

in obtaining additional assurance relating to their non-financial reporting should be able to obtain 

it of their own accord, and that changing the law to require all companies in scope to obtain 

additional assurance would be costly and unnecessary and could stifle innovation. 

We would be happy to discuss our letter and the draft proposals with you. If you have any questions, 

please contact Amanda Swaffield (020 7303 5330 or aswaffield@deloitte.co.uk). 

Yours sincerely 

Veronica Poole 

National Head of Accounting and Corporate Reporting 

Deloitte LLP 



Appendix 1 

Responses to detailed questions 

Question 1 Flexibility on where to provide the non-financial statement 

What is your view on permitting companies flexibility to place information where they feel most 

appropriate within the boundaries laid out by the EU NFR Directive? Please explain your reasons. 

Whilst we acknowledge that there are some potential benefits in giving companies the flexibility to place 

information in a separate report, we also believe there are several challenges as to what information 

should be included and how the logistics of timing and any auditor involvement would work.  

Firstly, we believe that information that is strategically important to any particular company should be 

included within the annual report. If such information is removed from the annual report and issued 

separately (at a later date) then we believe that the objective of holistic or ‘integrated’ financial reporting 

would be compromised. Crucially, listed companies will have to hold their AGM (legally the Accounts 

Meeting) before the six month deadline in order to be able to file their financial statements on time. If a 

separate non-financial statement containing information of strategic importance was delayed until after 

this meeting, the opportunity to ask questions of the board of directors at the AGM would be lost. The UK 

is now considered to be a world leader in reporting and governance and it is important that we don’t take 

a backward step. 

We do, however, agree that there should be an option to report on information such as ‘standing data’ or 

anything which is unlikely to be of strategic importance across all companies separately from a 

company’s annual report. What is of strategic importance is likely to differ depending on the operations of 

different companies. Therefore, we do not believe that companies should be permitted to place all 

information required by the EU NFR Directive in a separate report that would be provided at a later date. 

Secondly, the timing of reporting certain information separately from the annual report requires further 

consideration. We appreciate the desire to reduce the pressure on companies during their main reporting 

period, and the idea that this might contribute to reduced pressure by deferring the reporting requirement 

for certain information. However, we think making the option to report the non-financial statement 

separately available would create logistical challenges regarding auditor involvement. 

The level of auditor involvement with the non-financial statement will vary depending on its location. 

Article 34(3) of the amended Accounting Directive does not require that the auditor (a) reads the non-

financial statement for consistency with the financial statements and the knowledge obtained during the 

audit and (b) checks that it has been prepared in accordance with applicable legal requirements. 

However: 

• if the non-financial statement is included in the annual report, ISA (UK and Ireland) 720 (which will 

have legal force following implementation of the amended Statutory Audit Directive) will require the 

auditor to read it for consistency even though the Directive does not; and 

• if the non-financial statement is not included in the annual report, the auditor must check for its 

existence (Article 19a(5) and Article 29a(5) of the amended Accounting Directive), but is not obliged 

to read it for consistency or consider whether it complies with the applicable legal requirements. 



It is potentially confusing to users of the annual report and non-financial statement that there is a different 

degree of auditor scrutiny depending on its location. We believe that investors will expect a consistent 

degree of auditor involvement, irrespective of location. In addition, if a separate non-financial statement is 

prepared after the annual report is audited: 

• there may be an additional cost in involving the auditor a second time to carry out the check required 

by Article 19a(5) and Article 29a(5); and 

• it is unclear how the auditor could report on this, given that their report on the financial statements will 

already have been issued. In extremis, the auditor would have to wait until the filing deadline and, if 

they had not been sent a non-financial statement by the company, check if one had then been 

prepared and, if not, prepare a separate report by exception to file with the Registrar of Companies. 

We believe this may be impracticable, potentially costly, and not in the interests of investors. 

Question 2 Information that could be placed in a Separate Report 

We would welcome suggestions for information, currently required by law that could be placed in 

the separate report 

As above, we believe that anything which is of strategic importance to a company should remain within 

the annual report. We would be happy for standing data or information of non-strategic importance to be 

placed in a separate report and think that this might be something that could be made a Companies 

House filing requirement – in particular, standing data could be subject to the new ‘check and confirm’ 

procedure introduced to replace the annual return process. For example, certain elements of corporate 

governance and remuneration disclosure requirements are standing in nature or elements of the 

corporate social responsibility disclosure requirements which may not be of strategic importance to 

companies. 

Question 3 Advantages and Disadvantages of a separate non-financial statement 

What do you see as the advantages and disadvantages, for your organisation of the separate 

statement? 

Whilst we would not fall within the scope of the requirements of the Directive, many of our clients will, and 

we have answered this question from what we believe to be their perspective or from an investor 

perspective.  

Overall, we believe that the concept of a separate statement is a good one for any information currently in 

the annual report that is not of strategic relevance or of a material nature to a company. However, if the 

proposal is to make all of the information required by the EU NFR Directive available in a separate 

statement then we believe there are two main disadvantages.  

The first is that the level of auditor involvement, where a separate report is prepared, is limited. We 

believe that the level of involvement should be equal irrespective of the location of the non-financial 

information, which, if a separate, report is prepared would require the auditor to be involved a second 

time (adding to the overall level of cost). 

Secondly, and as mentioned previously, we also think that by moving all non-financial information outside 

of the annual report, the objective of ‘integrated’ financial reporting, which has been welcomed since the 

introduction of the strategic report, would be compromised. 



Question 4 Advantages and disadvantages of the Implementation Options 

What do you see as the advantages and disadvantages of the various implementation options? 

We believe that option one as outlined is too complex as it would introduce a separate set of 

requirements for certain companies, some of which might switch between being a “large PIE” and a 

normal “quoted company” between years. This would mean that companies that move between 

categories would have to comply with two different complex frameworks across two different years. Not 

only is that administratively burdensome and costly, it also reduces the level of comparability across 

years and across listed companies. 

Whilst option two has the virtue of being simpler than the first option, it also feels like a step backwards in 

the direction of the narrative reporting landscape in the UK, because smaller quoted companies (those 

which are not large PIEs) which currently prepare an enhanced strategic report would not be required to 

do so in the future. This would affect a potentially large population of companies whose investors benefit 

from the current enhanced strategic report currently (and which would therefore benefit from preparing an 

equivalent non-financial statement once the EU NFR Directive is adopted). It should be remembered that 

the requirement for a strategic report was only introduced in 2013 and has been widely welcomed as an 

improvement in corporate reporting – see for example the investor views on page 10 of the FRC 

Discussion Paper Improving the Quality of Reporting by Smaller Listed and AIM Companies1. 

We strongly believe that a third implementation option should be considered whereby the existing UK 

requirements are adapted by the minimum necessary to comply with the EU NFR Directive, and the 

scope is extended to include large PIEs that are not quoted companies. This approach: 

• has the virtue of being simple to implement; 

• is consistent with retaining the UK’s reputation for world-leading reporting; 

• need not be unduly costly if coupled with the FRC’s ‘Clear & Concise’ approach to reporting as set 

out in their existing guidance for the strategic report2; and 

• provides information in one place that is genuinely responsive to investor needs. 

In addition, we believe that as part of this approach, the term ‘quoted company’ should be revised to 

exclude companies that are admitted to dealing on the New York Stock Exchange (NYSE) or NASDAQ. 

We are not clear why two (but not all) US exchanges have been scoped in when other international non-

EU exchanges have not. It is worth noting that, in addition to narrative reporting obligations, the only other 

reporting impact of being a quoted company is the requirement to prepare a directors’ remuneration 

report; entities traded on the NYSE and NASDAQ also have remuneration requirements as part of the 

proxy statement process, and reducing an overlapping obligation would be helpful. 

1 https://www.frc.org.uk/Our-Work/Publications/FRC-Board/Consultation-Improving-the-Quality-of-
Reporting-b-File.pdf
2 https://www.frc.org.uk/Our-Work/Publications/Accounting-and-Reporting-Policy/Guidance-on-the-
Strategic-Report.pdf



Question 5 Preferred option relating to scope 

Considering the possible advantages and disadvantages provided by the flexibilities contained 

within the EU NFR Directive, which would be your preferred option in terms of which companies 

should be required to disclose non-financial information? 

We do not believe that either option one or two provides a good answer for the aforementioned reasons 

and suggest our third option (set out in our response to Question 4) should be considered. 

Question 6 Alternative Options 

Are there any other options for implementing the EU NFR Directive the Government should 

consider? 

See our response to Question 4. 

Question 7 Assurance of Non-Financial Information 

Should the Government require that the non-financial statement be verified by an independent 

assurance service provider? 

No. Demand for assurance should be market driven so that those companies that would like, or believe 

their investors would expect, additional assurance on non-financial reporting would be able to agree this 

with an independent assurance provider. A voluntary approach also allows innovation and for different 

scopes of assurance to be commissioned by different companies, recognising that the costs of assurance 

on some subject matters may outweigh their benefits whilst for other subject matters assurance would be 

of significant value. If independent assurance were a requirement, it would add both cost and reporting 

pressure on companies and assurance providers. 

Question 8 Advantages and Disadvantages of third-party validation 

What do you see as the advantages and disadvantages of requesting third party assurance? 

Auditors are already required to provide a level of assurance in relation to the strategic report and 

directors’ report. These responsibilities have recently been expanded as a consequence of the 

implementation of the Accounting Directive. However, this work is based on knowledge obtained from 

carrying out the audit rather than seeking confirmatory evidence for all of the information and therefore 

does not require the independent verification of the non-financial information. Whilst this may not apply as 

a matter of law for the reasons explained in our response to Question 1, the auditor will have some duties 

depending on whether the non-financial statement is in the annual report or in a separate statement. Our 

comments below concerning assurance are in the context of additional assurance going beyond that 

currently required by law. 

Assurance over non-financial reporting can enhance its credibility. However, we believe that verification of 

the non-financial statement should not be required by law. We have previously explored the advantages 

and disadvantages of assurance in our response to the IIRC’s paper “Assurance on <IR>: an introduction 

to the discussion”, a copy of which is attached as Appendix 2. Specifically within that paper, our 

responses to Questions 1 and 2 discussed some of the advantages of third party assurance, as well as 

the reasons that we believe obtaining third party assurance should be voluntary. Our response to 



Question 6 considered some of the cost implications of assurance over non-financial reporting, and our 

responses to Questions 8 to 13 also considered some of the challenges around providing assurance in a 

standardised manner. 

Question 9 Other Options 

Are there any other options the Government should consider for Third Party Verification? 

No. For the reasons set out above, we firmly believe that third party verification of non-financial 

information should remain optional for those who wish to partake in an additional level of assurance. 

Question 10 Advantages and Disadvantages  

What do you see as the advantages and disadvantages of preparing or receiving the non-financial 

statement electronically via a company’s website? 

As above, we do not believe that all of the information that is included in the non-financial statement 

should be in a completely separate report, especially where this information may be of strategic 

importance. In addition, making this information available separately at a later date involves logistical 

challenges in relation to auditor involvement as outlined in our response to Question 1. 

As outlined in our answer to Question 12 below, we do see a benefit for our clients in making more 

information available electronically, but we believe that a separate electronic report should not be the only 

place to find information that would be of use to stakeholders in the annual report. 

Question 11 Additional Protections 

Considering your response to Q7, are there any additional protections that the government 

should consider? 

As above we do not believe that third party verification should be a legal requirement. We believe that the 

existing level of assurance provided in respect of information in the strategic report/directors’ report is 

sufficient. 

Question 12 Number of Companies Providing an Electronic Report 

We are interested in the number of companies that currently send their annual report 

electronically. Considering your shareholders, how many, as a percentage, opt to receive their 

annual report as a printed copy? 

We are aware that some of our clients would like to be able to remove the requirement to communicate 

with shareholders via post unless those shareholders have explicitly opted in to receive the annual report 

as a printed copy. This is addressed in further detail in Question 17d.  

Question 13 Definition of Senior Manager 

BIS would welcome suggestions as to how this definition may be improved to reflect better the 

intention of this requirement. 



The definition of a senior manager should be amended to remove directors of all subsidiaries included in 

the consolidation. As it stands, inclusion of all subsidiary directors is misleading, since it is entirely 

possible that a subsidiary director can be a director of a holding or dormant company for instance, and 

therefore not meet the definition of ‘senior manager’ in section 414C(9). This should be done irrespective 

of how and when the NFR Directive is implemented as the current requirement does not result in 

meaningful information, particularly for large groups.  

Question 14 Other Comments on this requirement 

BIS would also welcome other comments on this regulation including views on the approach 

suggested 

No further comment.  

Question 15 Reporting Regulations 

What other reporting regulations would you suggest that could be repealed? 

We generally agree that the reporting regulations that you have considered for removal are appropriate. 

With regards to the policy on employment of disabled persons, it is worth pointing out that the revised EU 

NFR Directive does not directly address the same disclosures in respect of disabled persons that are 

currently required by the Companies Act. However, given the overall progress made in reporting 

information in relation to this issue since the Equality Act 2010 was introduced, combined with the fact 

that these disclosures are often boilerplate, we do not disagree with the removal of this requirement.  

If Sch 7:10 is retained, Sch 7:4(b) needs amending to refer to the definition in the Equality Act 2010 for 

England, Wales and Scotland; the definition in the Disability Discrimination Act 1995 referred to in this 

provision is now only applicable in Northern Ireland. Whilst Regulation 25 of SI 2010/2317 would give this 

effect, it makes the law needlessly complicated for a business to understand. 

Qualifying third party indemnities for directors are comparatively rare. In our experience, these tend to be 

granted on an open-ended basis, rather than renewed annually. On this basis, we believe it would be 

more appropriate for a company providing such an indemnity to notify Companies House (and to notify if 

they cease to offer such an indemnity whilst an individual is still a director), rather than requiring 

disclosure in the directors’ report. In any case, it is unhelpful that this disclosure obligation is included 

elsewhere in the Act and not with the main provisions relating to the directors’ report. 

In addition to those points that you have identified, in the spirit of clear, concise and relevant reporting we 

believe that BIS should consider removing some, if not all, of the few directors’ report requirements that 

remain, certainly for quoted companies, as they either duplicate information already required by 

accounting standards or do not provide relevant or useful information for users. For example: 

• the disclosure in the directors’ report that certain matters have been elevated to the strategic report 

(where that is the case) just creates ‘clutter’ and should be repealed. Whilst this may have been 

perceived to be useful to aid users in finding information, in practice it is the strategic report that is 

presented and read first in the annual report, so readers will already have found the elevated 

information before finding the statement about elevation. This requirement will also become less 

useful as companies move towards iXBRL filing – whereby information can be found easily 

regardless of which report it is presented in; 



• the disclosure of post balance sheet events is already covered by the requirement in the relevant 

accounting standards. Where a material post balance sheet event has occurred it is likely that this 

would be included within the strategic report. The same is true of research and development 

activities;  

• the discussion on employee information and indication of likely future developments in the business 

are already required in the strategic report. We recognise that this is applicable only to quoted 

companies. Therefore, we see there could be a case for moving these requirements from the 

directors’ report to the strategic report, for all companies in scope of the strategic report requirements, 

as the information is relevant to users; and  

• the specific greenhouse gas emissions disclosures are not material for all reporters. To the extent 

that they are of strategic importance they should be discussed in the strategic report as part of the 

information on environmental matters. We believe that it would be more appropriate to collect this 

data via submission to Companies House and by putting it on the company website. This is the 

approach that is being adopted for the Modern Slavery Act and Gender Pay Gap reporting. We 

suggest that BIS consider streamlining the process for such disclosure made outside the annual 

report, for example, by having a dedicated repository on Companies House. This will make it easier 

for users to access the information and provide a simpler regime for preparers making compliance 

more likely. 

Question 16 Other Information 

Is there any information that could be moved outside the Annual Report? 

As previously stated in this response, we believe that it would be sensible to remove the requirement for 

standing data (and data of non-strategic importance) to be presented in the annual report and instead for 

it to be submitted to Companies House or placed on a website. This would increase the relevance of 

information included in the annual report to stakeholders. 

For example, the requirement to include a full listing of related undertakings within the annual financial 

statements, following the recent change in law removing the concession allowing companies to list only 

their ‘principal’ subsidiaries and other significant holdings in the financial statements and the full list in the 

annual return, is onerous. Extending this to include the registered office of each related undertaking only 

adds to the burden further. It does not follow that regulatory failure should mean items default to be 

presented in the annual report, which is contrary to the desire for clear and concise reporting. Companies 

will have learned their lesson so we recommend that the previous requirement is reinstated. 

Question 17 Analysis of the Costs and Benefits of implementing the NFR Directive 

Question 17a Are you a company (not a PIE), a company which is a PIE (as described in para 

2.6), an NGO, institutional investor or other type of organisation? If you are a PIE please specify 

whether you are a parent company or a subsidiary company. 

We are an LLP, and are not therefore captured by many of these disclosure requirements. Whilst the 

implementation of the EU NFR Directive is not mandatory for our own report and accounts, it is extremely 

relevant for a significant proportion of our clients. 

When considering your answers we would very much appreciate information on any costs you 

will incur as a result of the proposals for implementing the EU NFR Directive, both in terms of 



money and time (e.g. describe which type of staff will be involved, for how long). We would 

appreciate any information on new systems or practices your organisation may adopt, or existing 

processes that may change, because of the Directive. 

Question 17b Do you expect to incur any “one off” or “ongoing costs” as a result of having to 

comply with the requirements of the EU NFR Directive over and above what you incur currently on 

your non-financial reporting obligations? Please describe these costs. (One off costs could 

include staff time to familiarise your organisation with the regulations or updating of internal 

guidance for staff; on-going costs could include additional time to review non-financial data in 

each year subsequent to first year) 

We encourage the government to seek the views of a wide range of investors when considering the 

implementation of the Directive, particularly as regards the question of the scope of its implementation. 

This will help to better understand the level of demand for the additional disclosures. The government 

could usefully consider evidence already collected by the FRC as part of their projects on Clear & 

Concise and Reporting by Smaller Listed and Quoted Companies. 

There will clearly be a cost associated with familiarisation with the EU NFR Directive and first time 

implementation. Our preferred implementation option of adopting the extended EU requirements on top of 

the existing UK requirements would therefore be comparatively cost efficient, since companies will only 

need to familiarise themselves with the amended requirements rather than a completely new framework. 

Question 17c How would your costs change if you were allowed to provide your non-financial 

statement separately within six months of the balance sheet date on your financial report? 

As we have stated above, we do not necessarily see an obvious cost benefit from preparing a separate 

report at a later date. Not only does this have the disadvantage of compromising the objective of holistic, 

or ‘integrated’ and relevant financial reporting, but there also appear to be logistical challenges in terms of 

assurance over a separate report (which may negate any potential cost savings of preparing the report at 

a later date). 

Question 17d How would your costs change if you were allowed to provide this report 

electronically on your website and did not have the obligation to provide hard copies except in 

exceptional circumstances? 

We do not think that this would have a significant effect on our clients’ costs. Our experience is that for 

those groups who choose to communicate electronically, very few shareholders opt out and demand a 

hard copy.  

We suggest that, more generally, the government should explore whether the existing regime, whereby 

the company must tell shareholders of their intention to communicate electronically and give them the 

chance to opt out, could be simplified. As the law currently stands, if the company itself does not have an 

email address for the shareholder, they can still communicate electronically to that shareholder that has 

not opted out of electronic communication (e.g. via their website, or the website of their broker), but must 

send a hard copy notification to the shareholder saying they have done this. As most individuals investing 

in listed companies do so these days through a broker using electronic communications (e.g. by using 

their broker’s website to place an order for shares), that broker will have an email address for their 

customer. If the broker were permitted or required to pass that address on to the company (or its 



registrar), the company could then communicate electronically, by default, unless the shareholder opted 

out. This would reduce the need for postal notifications. 

Question 17e What additional costs would you expect if the government required that an 

independent assurance services provider verify the non-financial statement? This may be in 

terms of money or resources costs such as staff time. 

As an independent assurance service provider we would expect to incur significant additional costs that 

would be passed on to our clients. These costs would clearly vary based on the company, the length and 

complexity of information being disclosed in the non-financial statement, and whether assurance was 

required for some or all of the information. 

Question 17f Please describe any benefits to your company you expect will arise because of the 

EU NFR Directive (to your organisation or more widely). 

As stated previously, we will not have to apply the requirements of the EU NFR Directive to our own 

accounts. Many of the requirements of the NFR Directive are consistent with those for a quoted company 

strategic report. To the extent that any additional information is material to the organisation, our 

stakeholders and those of our clients will benefit through gaining a more holistic view about how those 

resources - financial and non-financial - translate into value for the investor. 

Question 17g Any other comments 

Do you have any other comments about the costs and benefits that will result from the EU NFR 

Directive? 

No. 

Q18) Additional comments 

Are there any additional comments that you would wish to make on this Directive? 

We believe that additional work is necessary for the government to correctly identify which companies will 

need to implement the gender reporting requirements of the EU NFR Directive. The consultation paper 

does not explain the scope of these requirements clearly. It refers to ‘all large PIEs that are traded 

companies’ but does not make it clear that the ‘500 employee’ criterion does not apply for this purpose 

when defining ‘large’. On the other hand, companies that qualify as small or medium-sized, or would do 

so but for being a traded company, are exempt. There is also a member state option to exempt 

companies with only traded debt. 

As well as the scope of which companies the gender reporting requirements apply to, we believe that the 

government should consider where they introduce the requirements of the Directive. Currently the 

existing corporate governance requirements of the Accounting Directive are set out in the Disclosure and 

Transparency Rule 7.2. We assume that the intention is to implement the additional diversity reporting 

requirements in the same way but this needs to be clarified. 
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