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Executive summary

Introduction

Companies in the UK that satisfy certain criteria are required to disclose non-financial information
(NFI) as legislated via the Companies Act (2006), requirements such as modern slavery
statements, and the FRC's corporate governance code. These requirements place a material
burden on the reporting companies. There is a need, therefore, to evidence the corresponding
benefits of non-financial reporting (NFR) to provide a full-as-possible account of its use and value,
to better support ongoing policy development concerning NFR requirements.

Research objectives and overall approach

This study had two overall objectives related to developing evidence on the benefits of NFR:

a) Examine and test the logic model and assumptions concerning the value of NFR to
investors; and

b) Assess the economic value of NFR information, including the relative value of different
elements of NFR.

The first of these objectives was addressed in Phases 1 and 2 (eftec, 2024), whilst the second was
the focus of Phase 3 of the research (this report). Two complementary workstreams were carried
out in Phase 3, each of which was developed based on the findings from preceding phases. These
were: (i) design, test, and implement a stated preference (SP) survey for both professional and
private investors; and (ii) conduct a series of consultation workshops with asset managers.

Stated preference survey implementation

The stated preference survey was developed between September and November 2023. The initial
draft was tested through a series of 15 one-to-one interviews. These led to several changes and
refinements to the survey, including the explanatory information presented, the length of the
survey overall, and the number of choices respondents were asked to make.

The final survey design featured two choice tasks: (i) a best-worst scaling (BWS) task; and (ii) a
discrete choice experiment (DCE). The BWS asked respondents to make choices on specific pieces
of information that they would prefer to have when making an investment decision. The DCE
asked respondents to select the set of regulatory requirements for NFR that they most preferred,
based on the environmental disclosures, social disclosures, and governance disclosures, level of
assurance, and format of those requirements, traded-off against the average dividend yield of
UK listed companies under that set of requirements (Figure ES1).
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Figure ES1: Example Task 2 choice card, as seen in the survey

Atotal of 400 respondents participated in the survey (213 private and 187 professional investors),
all of whom were recruited from the Research in Finance (RiF) panel. The sample of 213 private
investors was generally representative of those that hold UK shares - i.e. wealthier individuals
with pensions or who are engaged in decisions on their portfolio. The sample of 187 professional
investors mainly comprised of retail intermediaries, which reflects the investment space at large
as most professionals within the sector are in retail roles. Respondents generally found the choice
tasks easy to complete, and those who found them difficult noted that this was due to the trade-
offs offered and the consideration required.

Asset manager consultation workshops implementations

Six workshops were conducted with senior staff of asset management firms. Each workshop
lasted between 30 minutes to an hour and were designed gather company level information on
the resources (specifically time and money) that firms devote to gather, analyse, and use NFI
(much of which is included in NFR). A cost-based approach was applied to estimate a minimum
NFI value for asset managers, which is presented as an indicative order of magnitude estimate
due to the small sample size. Participants were also asked to provide an overview of the uses of
NFI in their firm and their preferences for current and future requirements for NFI. This gave
further insight about what those representatives thought was working well in terms of NFI, what
gaps existed, and how the information available to them might improve in the future.
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Key findings

The findings from both phases were combined to provide a rounded view on value for non-
financial reporting within the UK, and the key findings were:

Quantifying Value to Investors | October 2024

The provision of NFR through the current requirements is estimated to be worth
between £11 billion to £26 billion per year to UK investors. This value is the amount
of additional dividend yields that would need to be provided to UK investors as
compensation for removing the reporting requirements across environmental, social
and governance topics for UK-listed companies. This annual aggregate benefit is
equivalent to 15-35% of the current dividends paid annually by FTSE100 companies
(£77.8 billion in 2023) and represents 0.1% to 0.4% of the total AUM in the UK (£13 trillion
per FCA, 2024).

An indicative estimate of the current expenditure (both internal and external) by
UK asset managers to use NFl is £140 million to £230 million per year. As the benefits
of NFI to these firms should be at least as great as the opportunity cost of obtaining and
using it, this represents an estimate of the minimum value asset managers place on NFI.
Given the magnitude of the overall estimate of the benefits of current NFR requirements
(Key finding 1), it is likely that this is a very conservative estimate of the benefit of NFI to
asset managers as direct users. It would be reasonable to assume that considerable
surplus value is derived by asset managers from the use of NFI.

Investors use a broad range of company information in their decision-making (and
reporting in the case of some professional investors). Non-financial information
that can be used to assess risk exposure and company performance is used by the
widest range of investors. Investors generally expect NFI to inform them about: (i) how
well a company is managed; (ii) the risks a company is exposed to; (iii) opportunities
available to a company; and (iv) the long-term performance of a company. Some
information, such as on governance or the general risks and opportunities faced by
companies, is commonly used by most investors, and therefore in aggregate is valued
more highly. Preferences over other types of information is either dependent on the type
of company being evaluated or the preferences of the investors themselves.

The benefits of NFR to investors could be increased by up to £6.6 billion to
£16 billion per year through requirements that lead to better assurance
of the information included in NFR and better comparability of that
information across companies. Findings from the survey align to insights from the
investor interviews and asset manager consultations, showing investors generally
preferred efforts that focus on the comparability of information between
companies, the accessibility of information within the reports, and the overall quality
of that information.
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Application

The results from this peer-reviewed study are fit for the purpose of assessing the benefits of the
current requirements and policies for NFR (such as in the Post Implementation Review, 2022) and
in assessing the potential benefits for future policies regarding NFR.

They can be applied to the specified groups of beneficiaries, but separate results for direct users
- asset managers based on opportunity cost - should not be interpreted as additive to private
investor benefits. It is likely that the benefits to professional investors (including asset managers)
are embedded in benefits to private investors, particularly since private investors are the final
beneficiaries. Therefore, estimates made based on overall UK investment by UK households
captures the total benefits from NFR in the UK.

Table ES1.1: Value of the current environmental, social, and governance requirements

Estimated WTA Estimated benefit to UK investors

(increased dividend yield | holding UK based, UK listed shares
Aspects of NFR or change to NFR . . L

to compensate perceived directly and indirectly

loss of information) (£, billions per year)

Current environmental disclosure requirements 0.57 percentage points £5.9bn
(compared against no disclosure requirements) (0.32t0 0.82) (F3.3to £8.4 bn)
Current social disclosure requirements (compared 0.45 percentage points f4.6 bn
against no disclosure requirements) (0.26 to 0.64) (F2.6to £6.6 bn)
Current governance disclosure requirements 0.79 percentage points £8.1 bn
(compared against no disclosure requirements) (0.48 to 1.09) (F4.9t0£11.2 bn)
Total for current disclosure requirements 1.81 percentage points £19 bn
(compared against no disclosure requirements) (1.06 to 2.55) (£11 to £26 bn)

Values for other aspects of NFR, and values estimated through different approaches, are
provided in Section 4 of the report.

Conclusion

This study finds that investors in the UK support and benefit from UK requirements regarding
environmental, social, and governance information. Investors believe that the UK non-financial
reporting regulations - as legislated in the Companies Act 2006, and other associated reporting
regulations - lead to more and better quality non-financial information being available. The
benefits of the current NFR regulations to UK investors in assessing the risks and benefits of
investing companies are in the range of £11 billion to £26 billion per year.

The information available to investors plays an important role in understanding risks and
opportunities when investing in companies. If investors had less or worse quality non-financial
information it would negatively impact their ability to assess investments. Conversely, investors
would also benefit from improved assurance and comparability in NFR. This study found there

Quantifying Value to Investors | October 2024
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is greater demand for improvements of this nature compared to simply increasing the volume of
ESG information that is made available.

The findings from each of the three phases of this study support the others, and the results are
aligned to relevant previous research. As such, the evidence presented in the report and the
overall findings of this project are suitable for assessing the benefits of NFR to investors.
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Abbreviations, Acronyms, and Glossary

Abbreviation or

Term or Phrase

Explanation or definition

Acronym
The total assets that are invested by an asset manager on behalf of
AUM Assets Under Management .
their clients.
. , L Voluntary, community, or non-profit organisations, usually operatin
cso Civil Society Organisation v . Y . 5 yop &
towards a specific cause or purpose.
SR Corporate Social Business model that helps companies become more socially
Responsibility accountable to their stakeholders, and the public.
o Law mandating that organisations report sustainability disclosures
Corporate Sustainability . . . s
CSRD , L across several topics including environmental and social issues, and
Reporting Directive . . ) . .
improvements in non-financial reporting.
. Government body which supports business to invest, grow and
Department for Business . )
DBT d Trad export. Previously part of the then Department for Business, Energy
and Trade .
and Industrial Strategy (BEIS).
DEM Discretionary Fund Professional investor that manages investment portfolios - including
Manager buying and selling investments - on their clients’ behalf.
£ Environment(al), Social, and | Set of aspects investors consider when they invest in companies
Governance which relate to environmental, social and governance issues.
FRC Financial Reporting Council | Independent regulator for auditors, accountants, and actuaries.
Harmonisation in this report refers to the alignment of regulations
N/A Harmonisation and standards for non-financial information disclosure across
jurisdictions, regulators, and other standard setters.
, . State regulated financial advisor that offers independent advice on
Independent Financial . , . . . .
IFA , financial matters, including recommending suitable financial
Advisor L .
products from across the entire financial market.
. , . The IFRS Foundation is a not-for-profit responsible for developing
International Financial , .
IFRS , global accounting and sustainability disclosure standards, known as
Reporting Standards
IFRS Standards.
The ISSB is developing—in the public interest—standards that will
5sB International Sustainability | resultin a high-quality, comprehensive global baseline of
Standards Board sustainability disclosures focused on the needs of investors and the
financial markets. @
Information that provides insight into the broader matters (against
NFI Non-Financial Information | financial information) that affect the performance of the entity over
the longer term that is relevant for shareholders (FRC, 2022).
Any disclosures required by UK regulations and statutes, including,
. , . but not limited to, the statement required by s414CA CA2006 - non-
NFR Non-Financial Reporting . e . - .
financial and sustainability information which is part of the strategic
report.
NERD Non-Financial Reporting Law requiring certain companies to disclose their non-financial

Directive

Quantifying Value to Investors | October 2024
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Abbreviation or

Term or Phrase Explanation or definition
Acronym
A company that is traded on a regulated market, is a credit
PIE Public Interest Entity institution (bank) that meets certain size criteria, or an insurance
institution that meets certain criteria. ®
bIR Post Implementation A review of a policy against its stated objectives. In this report, PIR
Review will refer to BEIS (2022) unless otherwise stated.
Method of valuing non-market goods by data which is already
RP Revealed Preference

available.

Standardised format or other similar terms refer to aligning the
N/A Standardised Format metrics, measures, and data provided in disclosures, as well as
aligning how that information is presented.

A survey-based method for valuing non-market goods, by creating a

SP Stated Preference .
simulated market.
<FDR Sustainable Finance An EU regulation aiming to improve the quality of sustainability
Disclosure Regulation disclosures, specific in financial markets.

An organisation created by the Financial Stability Borad to “develop
, recommendations on the types of information that companies
Taskforce on Climate- . . .
TCFD . . should disclose to support investors, lenders, and insurance
related Financial Disclosure . . . . - -
underwriters in appropriately assessing and pricing a specific set of
risks - risks related to climate change.” ©©

“A market-led, science-based and government-backed initiative
providing organisations with the tools to act on evolving nature-
related issues” that aims to “provide decision makers in business
and capital markets with better quality information through
corporate reporting on nature that improves enterprise and
portfolio risk management.” (@

Taskforce on Nature-
TNFD related Financial
Disclosures

. A minimum monetary amount that a respondent is willing to accept
Willingness to Accept

WTA , to sell a good or service, to tolerate a loss or to forgo an
(compensation)

improvement.
. A monetary amount that a respondent is willing to pay for a good or
WTP Willingness to Pay . ,
service, to prevent a loss or to secure an improvement.
Table Notes:

(a) See more at https://www.ifrs.org/groups/international-sustainability-standards-board/ (accessed 7 March 2024)
(b) See more at https://www.legislation.gov.uk/ukpga/2006/46/section/519A (accessed 7 March 2024)

(c) See more at https://www.fsb-tcfd.org/about/ (accessed 4 March 2024)

(d) See more at https://tnfd.global/about/ (accessed 4 March 2024)
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1.Introduction

This report has been prepared by Economics for the Environment Consultancy (eftec) in collaboration
with Research in Finance (RIF). It presents the findings of Phase 3 of the research commissioned by the
Department for Business and Trade (DBT) to estimate the value of non-financial reporting (NFR) and non-
financial information (NFI) to investors. “NFR” specifically refers to information that is disclosed as
required by UK regulations and statutes, whereas “NFI” is a broader set of information that provides
insight into the company. This can include, but is not restricted to, information mandated by regulations.
It summarises the asset manager consultations, the design and implementation of a stated preference
survey and the associated analysis and findings of both approaches. The report concludes with estimates
of the value of NFR for use in policy analysis - including estimates from multiple value perspectives and
for different regulatory requirements.

The preceding phases of the study - summarised in “Defining the Users and the Benefits of NFR” (eftec,
2024) - included a literature review, policy review, survey on the use of NFI, and a series of interviews
with investors and investing professionals on the use of NFI. The valuation framework and suggested
approach to estimate the value of NFR presented in that report was implemented in Phase 3.

This section introduces the background and aims of this research and presents a summary of
findings from the previous phases of the project which provide context for this report. The overall
report structure is also presented.

1.1 Background

Companies in the UK that satisfy certain criteria® are required to disclose non-financial information (NFI) as
legislated via the Companies Act (2006), subsequent amendments, and other requirements such as
modern slavery statements, and the FRC's corporate governance code. These requirements place a
material burden on the reporting companies. There is a need, therefore, to evidence the corresponding
benefits of non-financial reporting (NFR) to provide a full-as-possible account of its use and value, to better
support ongoing policy development concerning NFR requirements.

The stated policy objective for NFR requirements is to increase transparency and accountability around
non-financial risks faced by a company and its policies to mitigate those risks2. Underlying this is the
asymmetry of information around a company’s activities between directors and company management, its
investors, and wider stakeholders. The logic model underpinning the policy places particular emphasis on
the importance of NFR to investors and how it should: (a) facilitate more informed investment decisions
through greater comparability around companies’ reporting; and (b) result in better outcomes for society
overall by directing capital flows to companies and activities that produce better outcomes than profit and
shareholder returns (see “Defining the Users and the Benefits of NFR"; eftec, 2024).

' The criteria are most commonly based on number of employees, size of revenue, what sector they operate in, and whether they
are listed on an exchange.

2 post-Implementation Review of the Secondary Legislation Implementing the EU Directive on Non-Financial Reporting (Directive
2014/95/EU) (2016) and Companies Act Reforms (2013).
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Previous research carried out for DBT (formerly BEIS) has explored various dimensions of NFR and its
impact, providing a wide-ranging view across companies, employee representatives, investors and
professional organisations, and wider civil society organisations®. The findings from this research have
helped evidence the logic model in Post-Implementation Review (PIR) of NFR legislative requirements (see
Table 1.1).

Table 1.1: Logic model for NFR regulation (adapted from BEIS, 2022)

e Prior to the NFR regulations:
o Businesses, wider stakeholders and investors were not finding NFI disclosures as useful as they
could have been in their business and investment decisions; and

Context . . - . .
o Only limited or non-comparable non-financial information was presented in reports.
« This potentially led to worse decisions from the point of view of society (and investors), due to opacity
regarding firms’ operations and problems with asymmetric information.
— e The regulations require companies to gather and disclose more useful and comparable information on
nputs o —
P their risks and wider impacts.
Outout e Users take information from these disclosures, turn it into actionable information through analysis or
utputs

comparison, and then use that actionable information within their decision-making processes.

« Companies, investors, and other stakeholders have better understanding and decision-making based
Outcomes on non-financial risks and performance.
« Companies, investors and wider stakeholders change some decisions in terms of scope, timing or scale.

Impacts « More informed investment, business and other decisions lead to overall better social outcomes.

1.2 Research aim

The study had two overall objectives:

a) Examine and test the logic model and assumptions concerning the value of NFR to investors; and

b) Assess the economic value of NFR information, including the relative value of different elements of
NFR.

The first of these objectives was addressed in Phases 1 and 2, whilst the second was the focus of Phase 3
of the research (this report). Two complementary workstreams were carried out in Phase 3 to address this
objective, each of which was developed based on the findings from preceding phases: (i) design, test, and
implement a stated preference (SP) survey for both professional and private investors; and (ii) conduct a
series of consultation workshops with asset managers.*

The evidence developed in Phase 3 addresses a key evidence gap for: (i) ongoing review of the current NFR
requirements; and (ii) policy development to streamline reporting regulations for companies. In support of
the policy use of the research results, this report presents economic value evidence on the benefits of NFR,
in terms of user willingness to pay (WTP) and willingness to accept compensation (WTA) for changes in

3 Frameworks for standards for non-financial reporting (Eunomia,2020) and Stakeholder perceptions of non-financial reporting
(PwC, 2020).

4 As noted in eftec (2024) the research scope is focused on the value of NFl and NFR to investors. It is recognised that this does not
reflect the full value of NFR, but it is expected to represent a sizable proportion of the benefit that is derived from the regulatory
framework. Other ways in which NFR has value are highlighted, but the assessment of these benefits is beyond the scope of the
research.
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reporting requirements. These values form the basis for: (i) estimating individual and aggregate values
across beneficiaries (private and professional investors); and (ii) an overall assessment of the benefits of
the current NFR requirements. The evidence provided by the study also opens up further research
questions on the wider benefits of NFR which are explored in terms of potential future research to support
policy development.

1.3 Defining users and benefits of NFR

The following outlines the main outcomes from the preceding phases of the study.

1.3.1  Valuation framework

A simplified value chain for NFR is presented in Figure 1.1. The chain starts with regulators (e.g. the
Government and associated ministerial departments, the Financial Reporting Council, etc.) who specify the
reporting requirements and regulations that are consistent with the overall legislative framework for
corporate disclosures. These regulations are to be met by the “suppliers”, which are the companies that
produce NFR. Users - mainly asset managers and consultants - directly “consume” NFR, whilst investors are
the “beneficiaries”, who benefit from the information contained in NFR (alongside other information) when
making investment decisions.> In this chain, non-financial reports and the information they contain is the
“good"” being consumed or benefitted from, which is at least partially a result of the regulatory framework.

Users (asset managers and consultants) and
beneficiaries (private and institutional investors) of
NFR are the focus of this research

stage of |EEUIELILY
value and Beneficiaries
chain standards
7 N\
( Cost of supply: ( ) Cost of use: collating Cost of use: direct costs
Supply cost administration . and analysing NFR and of use or costs of
(oppppo?cunity and enforcement COts; g;::g?éyNEgS[s NFI to tai‘e d?sclosures choosing agents and / or
cost) of NFR into actionable investments based on
| regulations \ y information actionable information
P ™ T .
fDde::n:w:j.]ggemctﬁ\ ( [tzzr\':;z:'(;?ﬁ;g?g \ Demand: value of NFR\ [ Demand: value of NFR
3 in decision makingin or actionable
Derrl'nand b:rfgl[izizpiis tﬁigﬁllﬁﬁnsufgvisd terms of the expected informationin terms of
[e::ael;Sed expected sociél e ugtatior?) and gain due to that the expected gaindue to
gF;m) pvalue of exteprnal A information (assessed that information
regulationsor regulations and ogr againstreturns or (assessed against
Bl \ & fi other criteria) returns or other criteria)
Ny J\_ requirements _/ \ _demando investors) J |\ /

Figure 1.1: Value chain for NFR from supply (opportunity cost) and demand perspectives

As Figure 1.1 indicates, the value of NFR can be examined through: (i) a cost-based approach, estimating
the costs incurred while using that information (opportunity cost, supply) or (ii) a demand-based approach
estimating the WTP for the information. Conceptually, the former approach represents the minimum value

® Some individuals or organisations may be in more than one category based on their activities. For example, asset managers are
users of NFl in their decision frameworks, suppliers of NFI in their own reports, and beneficiaries of NFl where that information
increases their profits through better decisions or through gaining clients. However, the distinction between suppliers, users, and
beneficiaries are still useful in understanding how and why NFI has value (and to whom).
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of NFR to users, as rational users should benefit from the information at least as much as it costs to use it.
The latter approach represents a more complete view of the value of NFR for a given user or beneficiary
group, since it includes what the user or beneficiary would be willing to pay for the information over and
above the opportunity costs to obtain and access - in other words, the consumer surplus.

1.3.2  Headline findings

The “Value of Non-Financial Reporting: Defining the Users and the Benefits of NFR" report (eftec, 2024)
presented eight key findings that helped shape the Phase 3 approach (Table 1.2). These are grouped in
three categories: (i) the scope of NFR in terms of a “good” to be valued; (ii) the users and beneficiaries; and
(iii) expectations for users’ and beneficiaries’ preferences for the provision of NFR and NFI.

Table 1.2: Key findings on the users and benefits of NFR

Category Key finding

Investors and their agents make little distinction between NFI that is required by regulation
and NFI that is not.

Defining the good to | Strategic and directors’ reports are often long and complicated and hence labour intensive to
be valued use.

NFI is combined with financial information to create a broader set of ‘actionable information’
or 'knowledge’ that is used in decision making.

Users and Investors do not have to directly interact with strategic or directors’ reports to benefit from

beneficiaries of NFR | them.

and NFI Consultancies and asset managers are both beneficiaries (consumers) and suppliers of NFI.

The relative importance of various aspects of financial and non-financial information varies
widely between investors.

Preferences for the NFl is used in assessing investments against screening (exclusionary) criteria and ensuring
provision of NFR alignment with broader investor aims (soft screening).

Investors are concerned about the materiality, availability, timeliness, comparability, and
verifiability of NFI.

1.3.3  Approach to quantifying the value of NFR to investors

The Phase 3 research approach directly followed the recommendations set out in eftec (2024), which
consisted of two workstreams carried out between September 2023 and May 2024: (i) asset manager
consultation warkshaops (see Section 2); and (ii) stated preference survey (see Section 3). The overall results
and findings are brought together in a synthesis with key findings and estimates of the benefits of NFR,
both in terms of the current and possible future reporting requirements (see Section 4).

Following from eftec (2024), the final beneficiaries of NFR are understood to be private investors
(households). While other types of investors - including asset managers and other professional investors -
also have a demand for NFR, their demand is reflected in the overall benefit that they provide to private
investors as a part of their services. This is recognised in the research approach and estimation of aggregate
values. The benefits of NFR were captured through the stated preference survey with private investors.
Users' preferences for NFR were captured through the consultation workshops and the professional
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investor sample of the survey. In the reporting, these two perspectives are combined to give a fuller account
of what drives demand for NFR - which is a combination of private investors preferences and the steps
taken by professionals to fill those needs in turn.

1.4 Report structure

This report is structured as follows:

« Section 2: Asset manager consultations workshops. This section presents the approach and
results for the asset manager consultation workshops.

« Section 3: Professional and private investor survey. This section presents the development,
testing, and implementation of the stated preference survey, along with the results and analysis
from the survey.

« Section 4: Discussion and application. This section presents a set of key findings based on the
results from the asset manager consultations and the stated preference surveys, and further
presents the benefit estimates for NFR alongside guidance on the use of that evidence in policy
applications.

« Section 5: Conclusion. The report concludes with a summary of the project, the main research
findings, recommendations for future research, and some concluding remarks.

The report is also supported by appendices as follows:
« Appendix 1: Aggregation. The calculations and other data used to aggregate WTP and costs for the
use of NFI across all relevant investors in the UK.
« Appendix 2: Survey script and showcards. The survey materials for the stated preference survey.

« Appendix 3: Supporting information for the stated preference survey. Additional information
on the stated preference survey (including full descriptions of the attributes and levels and the
corresponding regulation where applicable) that is not presented in the main body of the report.

« Appendix 4: Summary statistics. Summary statistics of the responses to the stated preference
survey, split by the professional and private investor survey versions.

« Appendix 5: Econometric model results. The econometric modelling results, including pooled
model estimations and individual model estimations for private and professional investors,
respectively.

« Appendix 6: Peer review note. The peer review of Dr. Gaetano Grilli is provided as a note, which
includes his comments on quality and findings of the research, as well as his recommendations.
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2.Asset manager consultation workshops

Asset managers and large investing firms are understood to be primary users of NFR and other NFI
disclosed by companies. They are well-positioned to describe how NFR benefits the investment sector
within the UK and how it influences investing decisions.

However, asset managers were not well represented on the RiF panel through which the professional and
private investor survey was implemented as shown in Section 3. More engagement was needed with this
group to better understand their views and preferences. As such, six workshops recruited through the
Investment Association (I1A) were conducted with senior staff from asset management firms.

The workshops were designed to understand the resources (specifically time and money) that firms devote
to gather, analyse, and use NFI (much of which is included in NFR). This was used in the cost-based approach
to estimate a minimum NFI value for asset managers, which is presented as an indicative order of
magnitude estimate due to the small sample size. The workshops also provided an overview of the uses of
NFI in this sector and preferences for current and future requirements for it.

This section reports on the approach to the asset manager consultation workshops and the sample
and results of those workshops.

2.1 Approach

This section outlines the approach to gather data on the benefits investment firms and asset managers
derive from: (a) the current non-financial reporting (NFR) requirements in the UK; and (b) their preferences
for potential future changes to those requirements. A series of consultation workshops with
representatives of Investment Association (IA) member firms were carried out to gather information on
their current resource costs for using NFI, as well as other supplementary insight on their use of those
reports.

Implementation

The consultation workshops ranged from 30 minutes to 1 hour in duration and were conducted online via
video conference over Microsoft Teams. Each consultation was held with a single member firm of the 1A
and moderated by Research in Finance (RiF).% Multiple representatives of a member firm could participate
to allow firms to respond to different types of questions (if needed). The workshops were held in two waves
- the first wave of three interviews was held in January and February 2024, and the second wave was held
in April to May 2024. The first wave of workshops helped confirm the feasibility of the approach. Findings
and feedback informed updates to the workshop materials ahead of the second wave.

Consultation workshop structure and content

Table 2.1 outlines the topics covered in the workshops. Ahead of the workshop, participating firms were
provided with information on the purpose, agenda, and key information that would be covered and
requested during the session. This allowed firms to select appropriate representatives and to prepare the

¢ Individuals from eftec and DBT also observed but did not actively participate in the sessions.
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required information in advance. To help facilitate discussion, the initial sessions used prompts (such as
diagrams of the uses of NFR). However, as the workshops progressed, it became clear it was possible to
cover more topics without these materials, which sometimes slowed the pace of the conversation.

Table 2.1: Consultation workshop structure and key questions

Section Key questions / exercises

Introduction - questions about the firm e  What sector does your firm operate in?

and a short introduction to the topic »  Whatis your main client type?

(NFR) «  Whatis your firm's size in terms of revenue, number of employees, and

assets under management, and debt under management?
e  What types of investments does your firm invest in or sell, and what
investing strategies do you use?

Current NFR regulations - summary of e What aspects of these regulations do you think are most important?
the current NFR regulations e Do you trust the information you get from NFR currently? Why or why
not?

« Do you request information from companies that is not included in
NFR, and if so, what is that information?

Resource costs and use of NFI - e How many people at your firm, do you think, spend at least part of
questions on how much time and their average week gathering and analysing information from NFR?
expenditure the consultees’ firms spend e«  What is the amount of time those employees spend with NFR or NFR

outputs’?
e  How much (if anything) do you pay to access analysis of NFR?
e  Why does your firm currently spend that amount using NFR?
e  What would make you use NFR less? More?

on NFR, and why

Preferences for future regulation of e Present 1-2 exercises in line with the stated preference survey,

NFR - questions on what the consultees’ completed during the session.

e What aspects of NFR (choosing from the list used in the stated
preference survey) do you think are the most important to improve, if
any?

e How would improved NFR regulations change your firms use of that
information?

firms would like to see in the future of
NFR

2.2 Sample

Participating firms

A sample of six global asset management firms (Table 2.2) were interviewed. The participating firms
manage assets both in the UK and abroad and their operations are reflective of a range of investing
strategies, clients, and target markets.? The average assets under management (AUM) across the six firms
is approximately £425 billion, with a range of £10 billion to over £1 trillion. Average total revenues are
around £1.2 billion per year, with a range of £10 million to £3 billion per year. The participants - while small
in terms of number of firms - account for around £2.5 trillion in AUM out of the total AUM of IA members
of approximately £9.1 trillion (IA, 2024). The sample therefore represented some of the larger asset
managers operating within the UK.°

7 An NFR output is any kind of information that is available as a result of NFR. This could include analyst reports, internal memos,
or specific metrics or measures that use NFR data.

2 Where firms had offices in multiple countries, participants were asked to focus on their UK based operations and their use of UK
based NFI and NFR.

? However, it is important to note that the firm AUM and UK AUM are not measured in the same way, as the participants came from
firms with international operations.
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Participating individuals

A total of eight senior representatives including executive level - such as Head of Corporate Finance and
Stewardship, Global Heads of ESG Investing, and Chief Sustainability Investment Officers - attended the
consultation workshops. Each participant was familiar and actively engaged with how their firm uses NFI,
and was accordingly well-placed to answer questions about NFI, what the purpose and perceived value of
the information was, and what the firm would like to see from NFI provision in the future.

Due to differences in role, as well as difference in firm strategy, some participants were more familiar with
how NFI influences “conventional” investment decisions, and some with how NFI fits into responsible
investment and ESG strategies. The range of perspectives gave a rounded view of how NFI is used and its
value. Moreover, whilst all firms have major offices in the UK (and the participants were UK based), a
significant proportion of assets were international, and as such participants were able to give global
perspectives on the use of NFI, wider initiatives concerning standards and reporting (e.g., ISSB, SFDR, etc.)
alongside views on the UK NFR requirements.

Table 2.2: Characteristics of the asset management firms interviewed ?

Firm & Tot.::tl 'AU M . I.!evenue Total employees Investr.nent
(£, billions) ® (£, millions per year)® professionals

1 £200-500 £200-500 1,000-5,000 200-500

2 £200-500 £200-500 1,000-5,000 200-500

3 £10-100 £10-100 100-500 50-100

4 £200-500 £1000+ 5,000-10,000 1000-5000

5 £200-500 £1000+ 1,000-5,000 500-1000

6 £1,000+ £1000+ 1,000-5000 1000-2000

Sum £2,500 £7,300 17,767 5,743

Average £425 £1,200 2,961 957

Notes:  (a) Exact information for each firm was provided but is not given here to ensure the anonymity of the participating firms.
(b) Where firm data was provided in USD, exchange rates were applied consistently across figures.

2.3 Results

The overall finding from the consultation workshops is that the use of NFI by asset managers is widespread
and serves multiple purposes. Those purposes can be broadly divided into decision-making and reporting.
Using NFI including sourcing, collating, analysing and interpreting that information for these purposes was
reported to have significant opportunity costs in terms of both time and resources. Asset managers also
reported that this information was becoming increasingly important to their activities and were generally
supportive of efforts to “improve” NFR. The preferences for future NFR requirements typically included
improving the materiality and quality of the information that was available, as well as improving the
alignment between companies’ and investing firms' reporting requirements.
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2.3.1  Use of NFl in decision-making

All participants reported using NFl in their decision-making processes, typically in a context where it directly
informed an investor's assessment of a company’s long-term financial performance (Box 2.1). This finding
supports similar findings from Phases 1 and 2, which indicated that a wide range of company information
is used by investors in assessing long-term financial performance, and that the range of information that is
“financially material” may go far beyond the information included in company accounts and financial
statements.

Asset managers reported using NFI to:

« Understand investment risk (such as stranded asset risk);

« ldentify company potential and new investment opportunities (such as by looking at how emerging
markets or social trends may improve some companies’ performance over time);

« Assess wider investment objectives; and

« Interpret financial information (such as by understanding what is driving changes to company
revenues and costs over time).

It was explained by participants that these types of assessments were carried out using a variety of
processes, which included positive screening (inclusionary criteria), negative screening (exclusionary
criteria), and comparisons across firms of similar industries or investment potential. Regardless of the
process or area of application, the usefulness of NFI was generally evaluated on the basis of materiality,
availability, timeliness, comparability, and verifiability. These aspects were mentioned across the
consultations, and can roughly be described as follows:

« Materiality - whether the information is useful in the context of decision making;

« Availability - whether the information is available (and how it is available);

« Timeliness - how recent the information is and how frequently it is provided;

« Comparability - how the NFI can be used to make judgements between firms and over time; and

« Verifiability - the level of confidence the user has for NFR, based on its transparency, assurance and
auditability.

Evaluations of the usefulness of NFI were also dependent on the user purpose and the decision-making
context.

Box 2.1: Quotes on use and definition of NFI

“Information is only non-financial to the extent you can’t put a particular cost or benefit on an impact/risk
associated with the financial information.” - Asset Manager #6

“The whole point of ESG to us is that it is financially material. The metrics used are selected on the basis
they could have a financial outcome on the company if not handled or used properly.”

- Asset Manager #5
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Assessing investment risk

The main aspects of risk that were discussed in relation to the use of NFl were'©:

1. Transition risks - risks a company faces due to extensive political, legal, technological, and
regulatory changes related to societal mitigation and/or adaptation to some major transition. For
the most part, transition risks were referred to in relation to climate, and the transition away from
the use of fossil fuels.

2. Physical risks - the direct and indirect risk of damage to assets held as a result of changes in
environmental and social conditions (such as through flooding, drought, social unrest, or conflict in
an area).

3. Governance or management risk - the risks a company faces due to potential mismanagement
in the future such as through poor decision-making, legal prosecution, and/or harm to reputation
through the behaviour of executive leadership.

Transition and physical risks were mainly described by participants as arising from growing economic
awareness of environmental and social challenges, while governance and management risks through
growing societal awareness and involvement in environmental and social issues (Box 2.2). As such, asset
managers understood their use of NFI as providing key insight into upcoming regulatory changes as well
as in predicting which investment classes would most likely be at risk from changing environmental
conditions.

Box 2.2: Quotes on use of NFI in addressing risk

“We think providing lots of this data helps companies manage their risks much more, which allows them to
be better businesses.” - Asset Manager #3

“Current regulations do not address emerging risk and issues. [...] What is financially material today is not
a good predictor of what will be in 10 years’time.” - Asset Manager #6

Assessing investment potential

Some asset managers also reported using some forms of NFI to assess company potential (ability to grow).
This mainly related to identifying undervalued investments based on anticipated changes such as emerging
markets for goods or services, new technologies, or changes in social preferences for goods, services, or
even how companies operate (Box 2.3). Participants further noted that assessing potential upside often
involved data that was not currently available on a large scale. One participant described this as “looking at
what's next” and went on to note that the data sources won't exist on “what’s next” at a wide scale as the
market has not fully engaged those assessments yet.

9 These risks are loosely based on the TCFD classifications of climate-related risks (TCED, 2017). Whilst asset managers were
found to consider a much wider range of risks, this framework is still useful as an organisational structure.
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Box 2.3: Quotes on use of NFI in assessing investment potential

“What the market cares about today might not be what the market cares about tomorrow. So, if you're
trying to find something that's potentially undervalued, then they [financial measurements] are obscure in
that [use for assessing future value].” - Moderator summary of point, agreed by Asset Manager #3

Assessing wider investment objectives

Participants also referred to their use of NFl in response to an increasing share of clients wanting to achieve
investment objectives other than financial returns (Box 2.4). Indeed, most participants reported increased
demand for investment funds addressing a wider set of investment objectives (other than pure financial
returns). NFl was described as a critical input into decisions for such funds, feeding into in-house models
assessing the impacts that companies have (e.g. carbon emissions, other environmental impacts, social
missions, labour practices).

Where the NFI provided by firms cannot meet the investor demand for these wider investment objectives,
participants reported spending significant amounts of money and resources on third-party data providers
or contacting the firm directly and requesting they fill the data gaps. Furthermore, as one participant
explained, there is often a large gap between share price and underlying company financials (profit and
loss statements and asset sheets), meaning that company value from an equity price perspective is driven
by non-financial factors such as brand, reputation, and intellectual property. These kinds of factors can only
be understood and analysed through looking at NFI, as they do not show up on company balance sheets
or other financial statements

Box 2.4: Quotes on use of NFI in assessing investment opportunities

“I like to think that we're long-term investors and that these disclosures will help us analyse the impacts of
companies more accurately for the long term. So, it's a cost worth doing [the additional reporting burden
on companies] | would say.” - Asset Manager #1

“We do have quite a growing number of clients who want to achieve investment objectives other than just
pure financial return: they have environmental objectives, social objectives. They want to do something
more positive for the environment and society using their investments.” - Asset Manager #6

2.3.2 Usein reporting

Asset managers offer financial products, and as such have their own reporting requirements for disclosing
NFI. This “circular” use of NFI (using NFI to produce subsequent NFI) is not a focus of this research, but it
was evident that participants used NFI in this way. The reports that asset managers produce are often to
meet some statutory requirement (such as when offering a labelled fund), but also are produced to meet
investor demand for information. Typically, it was explained that the more sophisticated the investor, the
more information they will want, which is consistent with findings for institutional investors in Phases 1 and
2.

" Note this interpretation of NFI may not directly overlap with ESG, as it includes things like patents and other intellectual property.
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In this use case, the NFI required is dictated by the type of investment product being offered and the firm’s
own requirements. In many cases, company level NFI will be available to aggregate to the fund level. In
some cases, however, asset managers reported a misalignment between the companies’ requirements and
their own, meaning that the asset manager had to acquire additional information (see Section 2.3.4).

2.3.3  Opportunity costs for using NFI

Participants were asked to estimate:

« Their current spend on gathering NFI through third parties (such as analysis reports, consulting
inputs, or ESG rating information); and

« The number of current employees working with NFI on a regular basis, followed by their best
estimate of the proportion of time those employees spent using NFI to get a full-time equivalent
employee estimate.

The time and resources participating firms said they spend to gather, review, analyse, and use NFI are
reported in Table 2.3. Estimated expenditure for obtaining NFI from third parties (such as MSCI, which was
used by most firms) ranged from £0.3 to £10 million per year, and the number of employees ranges from
10 to 300 full-time equivalent per firm, with 60 to 550+ employees per firm having regular engagement with
NFI.

Table 2.3: Estimated costs of using NFI - self reported data from asset managers

External spend on Full-time Total cost of using | Total cost of using | Total cost of using
Firm# | NFI (£, millions per employees NFI (£, millions per NFI (£ per £1 NFI (% of total
year)? working on NFI® year) © million of AUM) ¢ revenue)

1 £1.6mto£2m 90to 110 £5.4mto £6.3m £20 to £25 1% to 1.5%

2 £79mto £10.1Tm 45to 55 £10.8mto £11.3m £45 to £55 3% to 3.5%

3 £0.3m to £0.4m 9to10 £0.7m to £0.8m £50 to £60 1% to 1.5%

4 £1.3mto £1.7m 45to 55 £3.3mto £3.8m £10to £15 0.1% to 0.5%

5 £0.5m 250 to 300 £10.4mto £12.9m £30to £35 0.5% to 1%

6 £5m 220to 270 £14mto £16.2m £10to £15 0.5% to 1%
Average £2.7m to £3.4m 110 to 135 £7.4m to £8.6m £28 to £31 1.1% to 1.3%
AUM weighted average £10.8m to £12.6m £17 to £20 N/A
Revenue weighted average N/A N/A 0.6% to 0.7%

Table notes: (a) Two out of the six asset managers provided a “figure range” (e.g. 6 figures, or millions). Where this was the
case, the mid-point of that range has been used (e.g., £5m).

(b) Full time employees are the number of employees working on NFI multiplied by the proportion of time
working with NFI by those employees. This proportion of time was reported to be around 50% of employee
time for four out of the six asset management firms and was assumed to be 50% for the remaining two firms.

(c) Please refer to Appendix 1 for further details on this calculation.
(d) These numbers have been rounded to ensure the anonymity of participating firms.

From the figures presented in Table 2.3 itis evident that asset managers spend significant amounts of time
and money to collect and use NFI, both in terms of absolute figures and as a percentage of their AUM and
annual revenues. The sample average of annual expenditure per firm for using NFl was around £8 million
per year. See Appendix 1 for further detail on the assumptions needed to estimate their expenditure. To
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provide context, Table 2.3 also presents this figure as: (i) £ spent on NFI per £ million AUM assets under
management (approx. £17 to £20 per £1m AUM); and (ii) a proportion of annual revenue (approx. 0.6%).
Note that these estimates correspond to the use of NFl rather than to NFR.'2

As mentioned in Section 1.3.1 above, these (opportunity) cost estimates can be used as a proxy for the
minimum value of NFI - given that firms would not incur the costs, if the benefit of use was not deemed to
be at least equivalent to the cost of use. They can be further applied to similar firms across the UK to yield
an indicative aggregate minimum benefit estimate for the use of NFI - see Section 4 for aggregate benefits
estimates and Appendix 1 for detailed calculations) Such an aggregate estimate is informative even with
the small sample of participating firms, since they represent a sizeable portion of total AUM within the UK
(see Section 2.2).

2.3.4  Preferences for future NFR requirements

Participants were also asked their views on current and future requirements concerning NFR. They were
supportive of continued requirements for reporting in order to get consistent and material information
across the companies that they invest in. Participants also hoped that these requirements would become
more globally aligned and harmonised over time, mainly focusing on alignment across regulatory
frameworks, alighment of requirements between companies, and regulating information to be of higher
quality and transparency.

Support of maintaining the existing requirements

One representative stated that it is often in a firm's best interest to disclose NFI due to investor demand for
information - going as far as to suggest that most information would be available in the absence of
regulation. However, most others disagreed with this view, pointing out that it was often difficult or costly
to obtain information they wanted, if the information was not covered under the current requirements -
such as Scope 3 emissions (of GHG Protocol) or specific information like risks per geographic or operational
region. Irrespective of the level of supply that might occur in a counterfactual of no regulations, which could
be debated, participants were generally supportive of maintaining the current level of NFR requirements
to maintain the current levels of information provision by companies.

Many participants felt that the removal or deterioration of requirements would be seen as “backsliding”
and regressive with regards to their own goals and those of their clients (Box 2.5). It was also broadly agreed
that NFI disclosure was an area that would continue to grow in coming years, as investors strive to better
understand the value that companies can offer investors in the medium to long term.

Box 2.5: Quotes on current NFR regulations
“I don't believe this bureaucracy-for-the-sake-of-bureaucracy type argument.” - Asset Manager #3

“I think it would be a very backward step for the UK to actually mandate less non-financial data being
disclosed.” - Asset Manager #3

2 To provide equivalent estimates for NFR only, assumptions would be needed on the percentage of NFI that comes from NFR.
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Alignment of requirements between companies and investors

Asset managers have their own reporting requirements that vary based on the types of financial products
that they offer and the firms that they invest in (see Section 2.3.2). However, there was a preference for
more coherency, so that they could better align their own reporting requirements to those of the
companies they invest in. It was observed that there are currently gaps between these two sets of
requirements.

Most participants also held the view that reports could be streamlined such that only “material” information
is disclosed. This would enable substantive efficiencies across the market through reducing the need for
asset managers to seek the information through direct requests to the company or third-party providers,
which are expensive.

International harmonisation

More broadly there was a strong preference for greater international alignment and harmonisation. As
noted, the majority of asset managers hold assets worldwide, and it was highlighted that it can be
challenging to assimilate and compare the current volume of NFR reporting across different jurisdictions
(Box 2.6). While there was support for, and understanding of, the motivations for greater requirements,
harmonisation would reduce the compliance burden across jurisdictions - both for reporting companies by
streamlining what they report, and for firms in reporting on their financial products. It would also improve
the consistency of information available to asset managers when they are selecting investments across
multiple markets.

Box 2.6: Quotes on international harmonisation of requirements
“I think supranational commonality is very important.” - Asset Manager #3

“We do believe it's beneficial for companies to have a global standard or global common baseline that they
can report on.” - Asset Manager #5

“Different countries have different regulations, with loss of consistency and comparability. It is really
inefficient, so we are asking for consistency of regulation referring to one single standard.” - Asset
Manager #6

Comparability and materiality of information

Related to the harmonisation of reporting frameworks, asset managers generally were supportive of efforts
to improve the comparability of information across companies and espedially noted that currently
comparisons could be difficult with the variety of information provided. However, asset managers also
noted that in some cases these differences were reasonable, due to the sector or size of the reporting
companies. As noted in eftec (2024), investors only seek information deemed material (either to their own
reporting requirements or to their decision-making processes), and that information is likely to vary across
investment types. It was also noted that this information did pose a burden on reporting companies and
their investors - and that forcing companies to report immaterial information would increase such cost
further.
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There were two key dimensions to comparability and materiality of information: company sector and
company size. It was highlighted that current reporting requirements were not targeted enough at industry
specific details, with one participant citing the medical and mining sectors as opposites of information-
types to disclose - the former falling within social NFI and the latter as environmental NFI. Size was also
considered, and there were specific concerns about the high cost and resource intensity placed on small
and medium-sized companies under a standardised set of reporting requirements.

One commonly cited way to provide flexibility within a common framework is through materiality filters,
such as a “disclose or explain” framework. Participants noted that this kind of framework could incentivise
direct disclosure on comparable metrics without overly burdening companies. It was also noted that
allowing companies to assess materiality themselves might encourage companies to choose the best data
points for verifiability within a common reporting framework, by offering a range of measures specific to
their industry or sector on which to report. Finally, regarding the burden on small companies, participants
suggested tailored financial (tax breaks) or legal (training) support to be introduced alongside new
regulation to ease the compliance burden.

Box 2.7: Quotes on materiality

“There’s got to be some materiality level applied to them - there should be an ability for the company to
say ‘that’s not material for us, so we shouldn't disclose it, a sort of comply or explain.” - Asset Manager
=2

“When it's kind of voluntary, you just get companies disclosing completely different things, and then that
actually makes it hard to compare and contrast.” - Asset Manager #1

Transparency and quality of information

Participants generally cited assurance and transparency as an area for improvement (Box 2.8). It was noted
that sometimes company disclosures and third-party estimates were in conflict, forcing the asset manager
to select which data point to use, and some participants emphasised this as they preferred direct
disclosures that came directly from companies over third party estimates. Improved assurance of NFl was
important, even though views varied on how this could be achieved.

Box 2.8: Quotes on transparency and quality of information

“You want points to be accurate to be transparent with their methodology with how it was calculated and
the materiality assessments that were undertaken to determine why it is those data points that are being
disclosed.” - Asset Manager #1

“A first point of call is the company. That's where we think that we'll find the highest quality data. It should
be the most timely.” - Asset Manager #2

“We're sort of agnostic in terms of what the delivery mechanism is. We prefer an aggregated source
because it's much easier.” - Asset Manager #3
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3.Professional and private investor survey

Section Summary:

The qualitative research that was administered through Phases 1 and 2 research informed the design of
the stated preference survey. The survey was used to quantify investor preferences for non-financial
reporting requirements. A stated preference approach was preferred due to its flexibility and widely
recognised ability to value current and future levels of provision of non-market goods and services in a
consistent framing.

A series of cognitive interviews were carried out to test the structure and content of the survey, and
gauge respondent understanding. The findings were positive, but there were elements of the survey that
required further development through iterative testing.

The survey featured two stated preference choice tasks: (i) best-worst scaling (BWS); and (ii) discrete
choice experiment (DCE). A total of 400 respondents participated in the survey (213 private and 187
professional investors), all of whom were recruited from the RiF panel. The sample of 213 private
investors was generally representative of wealthier individuals who are typically closely engaged in
decisions on their portfolio. The sample of 187 professional investors mainly comprised of retail
intermediaries, which reflects the investment space at large as most professionals are in retail roles.
Respondents generally found the choice tasks easy to complete, and those who found them difficult
noted that this was not due to survey complexity, but rather the trade-offs offered and deciding which
option they preferred required careful consideration. Results from the quantitative research largely align
with those found through the qualitative research.

This section reports on the approach to designing the survey, implementation and results,
including the validity testing of the results.

3.1 Approach

3.1.1 Overview

This study used a stated preference (SP) approach to quantify investor preferences for NFR, as well as its
format and assurance measures. The SP approach is a survey-based economic valuation method that
presents respondents with choices that simulate real marketplaces to measure their preferences and
valuations for particular goods and services. Within the context of this study, the good valued was NFR,
which was specified in terms of the regulatory requirements for disclosures and characterised in terms of
environmental, social and governance (ESG) themes.

There are alternative methodological approaches that can be applied to value non-market outcomes -
expanding on the cost and demand-based approaches mentioned in Section 1.3.1. This includes revealed
preference, production function methods (where ESG disclosures would be valued as an input), and cost-
based approaches (a summary of approaches is available in Table 3.1). Each has pros and cons, both
conceptually and practically, but on balance a stated preference approach was identified as a pragmatic
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choice, given its flexibility and ability to value current and potential future requirements for NFR in a

consistent framing.

Table 3.1: Outline of selected non-market valuation methodologies

Methodology

Advantages

Limitations

Revealed preference (e.g., recreation demand
model or hedonic pricing model). Preferences for
the provision of non-market outcomes are
inferred from the observed behaviour, such as
visits to a particular site or changes in property
values. Changes in behaviour reveal marginal
values for a site or environmental good.
Characteristics that are to be valued need to be
observed and quantified, as well as those of
potential substitutes.

Valuations are based on
observed (market) choices and
preferences

Analysis is suited to identify
localised and site-specific
impacts

Broader valuations can be
inferred based on observed
preferences

= Can only be applied within
bounds of current / previous
provision of a good or service
level, and generally is best
suited to persistent effects

= Dependent on data availability
and ability to differentiate
(identify) effects of interest

Stated preference (e.g., contingent valuation,
discrete choice experiment). Preferences and
values for the provision of non-market outcomes
are estimated from simulated market choices via
surveys.

Flexible approach that can
produce values for current
and future levels of provision
of a good/service

Only approach that is widely
accepted to also elicit non-use
values

= Relies on simulated market
and valuations scenarios

= Survey-based methods can be
subject to various biases

Subjective wellbeing approaches

Values for the provision of non-market outcomes
are inferred by estimating the impact on a
measure of individual wellbeing, using a wellbeing
dataset along with previously observed
interventions leading to the outcome in question,
and then converting that effect into a monetary
amount by estimating the equivalent amount of
income that would have the same effect on
individual wellbeing.

Aims to measure wellbeing
directly rather than relying on
specification of a simulated
market and valuation scenario
Broader valuations can be
inferred based on wellbeing
responses

= Can only be applied within
bounds of current / previous
provision of a good or service
level, and generally is best
suited to persistent effects

= Dependent on data availability
and ability to differentiate
(identify) effects of interest

Cost-based approaches

Values for the provision of non-market outcomes
are inferred by estimating either the costs
imposed by loss of provision (e.g., reduction in
ESG disclosures) or the costs of using the existing
or more provision (e.g. increasing regulation on
format and assurance). Costs can be measured in
terms of value of time spent as is the case here, or
cost of mitigation, abatement, replacement and so
on depending on what is provided and lost /
gained.
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Values are linked to market
prices associated with
achieving targeted outcomes
Can be used to assess the
efficiency of policy options
reaching a target once that
target is set

= Does not account for
consumer surplus in the
assessment of policy options
(especially in terms of the
additional value/benefit of
going beyond some target).
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Stated preference methods can be broadly defined and are associated with a wide range of terminology
and evidence outputs. However, within the range of available formats, the discrete choice experiment (DCE)
and dichotomous choice contingent valuation (DCCV) are the theoretically valid methods for measuring
user demand and estimating willingness to pay (WTP) for the provision of non-market goods (Johnston et
al., 2017). Other methods such as rating and scaling approaches can provide quantitative views on priorities
but are not consistent with underlying economic theory (Louviere et al., 2010), and do not directly estimate
willingness to pay.

Based on the evidence needs of this study, the DCE format was the primary option for valuing NFR in terms
of component parts (an attribute-based valuation). The best-worst scaling (BWS) method using a
progressive choice format was also chosen to provide complementary evidence in the form of relative
preferences for varying outcomes, such as specific elements of companies’ disclosures.

3.1.2 Development and testing

The survey was developed from September to December of 2023 via a process that included several
iterations of the content and design of the choice tasks. The initial development of the survey followed from
the findings presented in eftec (2024), and the survey was then tested over a series of 15 one-to-one
interviews with different types of investors. This process and the survey design itself was informed by good
practice guidance for stated preference methods (Johnston et al., 2017) and a review of previous studies
on the value of NFI, as well as broad literature on the value of information.

Survey design considerations

As a flexible methodology, there are several aspects of stated preference survey design - particularly the
choice tasks - that are of particular importance to ensure the validity of the resulting valuation evidence.
These include:

« Choice task(s) type and layout. There are many different choice task formats that can be used, all
with strengths and weaknesses. The choice task type and layout are driven by the type of evidence
needed, but also by what respondents would find credible and would be able to complete without
excessive mental effort. The objective of the design stage is to minimise the difficulty of the task
while still including all of the necessary information for the respondent to make choices and for the
study to reveal the preferences of interest. Often this requires trade-offs, such as limiting the scope
of the choices respondents are asked to make.

« Payment mechanism. To estimate the value of NFR, the choice task(s) requires a trade-off between
the quality or quantity of information and a monetary amount, or something that has a known or
easily estimated monetary value. The payment mechanism has to be relevant and credible within
the context of the choices, otherwise respondents may not buy-in to the choices they are asked to
make. Design of the payment mechanism requires both an understanding of the evidence need and
the choice context. The payment mechanism can then be tested through interviews and pilot
testing. In this study, the annual average dividend yield on listed companies was determined to meet
those criteria and tested well in interviews.

« Attributes and levels. Attributes are the characteristics of the good or service to be provided and
levels are the different levels that can be assigned to those attributes. Usually, one of those
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attributes represents the payment mechanism to enable the trade-off mentioned above. In this
case, the attributes of NFR are environmental, social, and governance disclosures (which could be
present or absent at differing rates)'?, as well as the format of the information and the level of
assurance of that information. The attributes that are included in the design and the number and
value of levels is decided on the basis of the same credibility and relevance considerations as
mentioned for payment vehicle, including qualitative research and cognitive testing.

« Survey sequencing and choice framing. How the choices are presented, and the order of those
choices matter to how respondents understand the task they are being asked to complete and the
choices they make. There is various good practice guidance for survey sequencing to avoid
anchoring effects.’ Ultimately, however, this is best addressed through qualitative research and
cognitive testing, ideally by testing multiple options.

Literature review of the value of information literature

There is a body of stated preference literature that examines the types of trade-offs between information
and financial performance - and while useful for this project to some extent - there is no other study in the
literature that uses stated preference methods to estimate the value non-financial reporting requirements.

Several studies have traded-off financial performance against non-financial performance, often expressed
as performance for some measure of ESG. For example, Berry and Yeung (2013) examined a simple choice
between “good ethical performance” and financial performance. They found that ethical performance is
valued in the same order of magnitude as financial performance. The success of that study indicates that:
(i) trading off financial performance with non-financial performance is a legitimate question to ask investors
in a survey setting; and (ii) that investors are willing to make these types of trade-offs.

In a study looking specifically at sustainability investing decisions, Seifert et al. (2022) asked investors to
allocate funds to different investments that have either financial or environmental information, or both.
They found that both kinds of information do indeed increase the share of funds allocated. This type of
“allocation” experiment is frequently used, but they do not explicitly establish the value of that information.
Rather, they establish that the information is used to make investment choices when it is available.

Some of the literature has also used a DCE format. Gutsche and Ziegler (2019) presented investors with
choices across equity funds with the following attributes: (i) sustainability criteria of the fund; (ii)
transparency of the fund; (iii) provider of the fund and annual interest rate (if a fixed interest product); and
(iv) subscription fee, net return over the past year, and net return over the past five years (if an equity fund).
This study demonstrates the use of several potential payment mechanisms, including fees, historical
returns, and future returns. Once again, though, the study was concerned with the provision of information
indicating some level of performance, rather than the value of the information itself.'s

'3 ESG was used as a convenient framing for describing different aspects of NFR. However, it is important to acknowledge that NFR
does not always fit neatly into these categories.

4 See for example Li et al. (2021).

'S Gutsche and Ziegler (2019) is also useful as a comparison point on the value of transparency. For fixed return investments,
investors were willing to pay around a quarter of a percentage point for transparency, and two tenths of a percentage point for
sustainability criteria. For equity funds, investors had higher willingness to pay for both transparency and sustainability criteria
(around 0.85 percentage points for both), indicating that the presence of risk may increase the value of the information provided.
These comparisons are re-visited in Section 3.3.3 (validity testing) and Section 4.1.1 (the current value of NFR).
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The current literature therefore indicates three key points: (i) there is an evidence gap on the value of NFR
requirements that extend beyond the UK context to wider jurisdictions; (ii) stated preference studies have
been successful in using financial returns (both guaranteed and historical) as a payment mechanism for
non-financial information; and (iii) research to date does show that investors place significant value on
company information where that information indicates good performance.

Recommendations from phases 1 and 2

The research from phase 1 and 2 of this research (eftec, 2024) provided a set of recommendations for the
survey design, which included a target sample, and survey structure, potential choice tasks, attributes and
levels, along with potential risks to the approach (see Section 4.3 of eftec, 2024). These recommendations
formed the basis for the initial survey development. Combined with the evidence need, certain design
elements were agreed upon at an early stage with DBT. Examples include: (i) the feasible target sample of
private and professional investors; (ii) the use of a DCE design with a monetary element to estimate the
demand for NFR requirements; and (iii) an additional exercise to gather information on relative preferences
over specific pieces of information.

Cognitive interviews

Cognitive interviews are one-to-one interviews aimed at testing survey content. Overall, the interviews
revealed that the structure and content of the survey was found to be effective, even in early drafts of the
survey. However, there were elements that required adjusting over the course of the survey, which were
as follows in Table 3.2.
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Table 3.2: Main findings from the cognitive interviews

Aspect of the survey

Findings

Survey understanding

Overall respondents understood the survey purpose, found it credible and were broadly
clear on what they were being asked to do in the choice tasks.

Showecards / visual
material

Feedback on the showcards and visual material was generally positive and indicated that
they helped respondent understanding. Observations from cognitive interviews helped
further refine the visual material (e.g. using GIF instructions for choice tasks).

Terminology

Generally, respondents understood the language and key terms used in the survey.
Wording that was not immediately understood by respondents usually required specific
definitions and descriptions to be added. For instance, some respondents struggled to
gauge the full scope of "non-financial disclosures” as defined by the study without explicit
explanation. Familiarity with some specifics of the current NFR requirements also tended
to be limited, hence an explicit explanation was needed.

Ease of survey
completion

The survey was seen as clear, engaging and relevant by most respondents. This contributed
to the perception that it was relatively easy to complete and of reasonable length. Some
respondents, though, commented on there being a lot of information to process. Indeed,
initial respondents noted that the first few iterations of the survey content were heavily text
based. This led to further refinement of text and visual material to convey more of the
essential information around NFR requirements.

BWS / progressive
choice for relative
preferences on
company disclosures

In the initial iterations of the choice tasks, respondents struggled to make choices as they
were unsure of the trade-offs and how to weigh up different aspects of reporting against
assurance. The attribute descriptions were shortened to improve understanding, and
improved instructions were provided in the form of an animated GIF that fully explained
the layout and choice process.

DCE for NFR
requirements

Respondents noted that differentiating between attribute levels (the NFR requirements
across ESG categories as presented in the survey) required close attention to the supporting
descriptions. The descriptions were iteratively updated throughout the testing, and
references to commonly understood frameworks were added. Trading-off requirements
with a cost attribute was in principle credible, but some reinforcement was required to
rationalise the cost to investors. This was further mitigated by specifying the cost attribute
in terms of change in dividend yield, which was more relatable to the full set of investors
and was also viewed as credible in relation to company’s compliance costs.

Motivation and/or
reasoning across the
NFR choice
experiments

There were diverse responses on the importance of ESG information as well as its format,
assurance and cost, but most respondents found each of the attributes at least somewhat
important to them. Overall, it was evident that respondents recognised the value in non-
financial information and that it is useful to them as investors, but the specifics of what
mattered could vary substantially.

Overall survey
feedback
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Overall, the initial drafts of the survey were found to be a little long and complicated - in
particular, the choice task instructions. The feedback received in this regard helped to
improve the survey flow and balance of information. The improvement was evident in
positive feedback received in later interviews.
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3.1.3  Survey structure and content

Two survey versions were developed: one for private investors and one for professional investors. The
general survey structure and content were the same between the two versions as shown in Table 3.3. The
full survey scripts are provided are provided in Appendix 2 for reference.

Table 3.3: Survey structure and content

Section Content / questions Purpose

Section A Respondent background Determine who is answering the survey

Section B.1 Use and experience with non- Introduce the topic to the respondent and determine their current
ection B.

financial and financial disclosures | uses of the information, in terms of motivation and time

. Choice task 1: Choices between . . , , .
Section B.2 . . , Quantify relative preferences for information and its assurance
pieces of information

Introduce the attributes of the choice experiment and provide

Section C.1 Choice task 2: Introduction . . .
instructions for completing the task
Section C.2 Choice task 2: Choices on Quantify relative preferences for aspects of reporting regulations and
ection C. , . . . .
regulation packages the potential costs of those regulations (in terms of forgone dividends)

Better understand how respondents found the task and how they

Section C.3 Choice task 2: Follow-ups .
made choices

. Determine respondents’ perception of the consequentiality of their
Section D Further follow-ups . . oL
choices and their motivations

Collect information on the characteristics of the respondents that

Section E Respondent / company profile
b panyp might influence their WTP for NFI disclosure (sector, AUM, age, etc.).

Introduction and screening criteria

The survey began with an introduction that described its topic, purpose and why respondents were being
asked to participate, and how the results would be used. The introduction also provided information on
how response data would be managed and the data-protection policies in place to gain informed consent
from respondents.

Respondents were then asked a series of screening questions on their background as an investor (i.e. the
types of investments they hold and the value of their assets for private investors; their role and the type of
company they work in for professional investors).

Professional investors were asked about their role/title in their organisation, what this role involves task-
wise, and what sort of investments or assets they work with. While similar questions were asked to the
private investors, additional questions were also asked, such as the value of their assets, how they manage
their portfolio, as well as how often they buy or sell securities, debts or derivatives.

Participation was limited to respondents who invested or managed investments in publicly traded
companies. For example, those who only invest in government bonds were excluded from the survey as
the research topic concerns company reporting and as such it would be less relevant to their role.
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Use and experience with company disclosures

The following section of the survey focused on current uses of company disclosures, starting by asking
respondents to identify the information they use in investing from a list of possible sources, and then
moving specifically towards their use of non-financial disclosures. This section also asked about the amount
of time spent with those sources of information, and what respondents expected that information to
indicate about the companies they were researching.

Company information progressive choice task

The first choice task used a best-worst scaling (BWS) format to elicit preferences for different aspects of
company disclosures. Respondents were asked to select their most preferred and second most preferred
combinations from sets of company information paired with some level of assurance in the context of
making an investment decision (see Figure 3.1). This is a “progressive choice” format, which provides a full
ranking of preferences across the option sets presented. Each respondent was shown six sets of options
(choice cards) and made twelve choices in total (six most preferred and six second-most preferred options).

Option A Option B Option C

Annual statement on how the Information about climate risks

company manages business risks
which includes actions they've

taken to manage corporate fraud
and assurance over the reliability

Major shareholders and their
activities relating to the company.

and opportunities including the
effect of those risks and
opportunities on the financial
position and performance of the

of NFR including annual reverse company over the short-long

stress testing. term.
o — o — o — o -
o — o — W — o —
o — o — - o —
o — o — o - o —
Externally Assured Not Assured Externally Assured

O O O

Figure 3.1: Example Task 1 choice card, as seen in the survey

The progressive choice task had two purposes. The first was to gather information on respondents’
preferences for various aspects of company information and the assurance of that information. This choice
data was then used to quantify preferences over information (see Section 3.4). The second purpose was to
introduce some of the key concepts and the types of information respondents might expect to see in non-
financial reports; effectively serving as a “warm-up” to the second choice task that followed. This approach
was found to be effective in one-to-one testing, as respondents became more familiar with the content and
context of the choices through repetition.

The two attributes (disclosure item and assurance) included in the tasks and the levels (options) for those
attributes were selected based on the findings from eftec (2024), the evidence need, consultation with DBT,
and the survey testing process. The first attribute (the type of company information) featured 18 possible
aspects of company disclosures (the ‘levels’ - see Appendix 3 for the full list as well as the requirement they
related to), each of which was related to some current or potential reporting requirement. The second
attribute - assurance - had three levels: (i) no assurance; (ii) internal assurance; and (iii) external assurance.
These are the same levels that were specified in the DCE task (see below).
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Before making their first choices, respondents were provided with instructions - in the form of an animated
GIF - on how to complete the choice task.

Non-financial reporting regulations choice experiment

The core component of the survey was the discrete choice experiment (DCE) on NFR regulations. The task
presented respondents with seven repeated choices for NFR regulation “packages”, which were defined by
five attributes: (i) the required environmental information; (ii) social information; (iii) governance
information; (iv) format of reporting; and (v) level of assurance. The provision of each regulation package
was presented with an associated dividend yield for FTSE100 companies. The levels for the information
attribute and the dividend yield could both increase and decrease, whilst the information format and level
of assurance could only improve (on account of more strict requirements). See Appendix 3 for the full set
of attribute descriptions and levels, as well as the regulation that those correspond to where applicable.

Option No Change A B

= - =

Some requirements for Some requirements for Some requirements for
environmental disclosures environmental disciosures environmental disclosures

L) fiit dhid

Some requirements for Additional requirements for
social disclosures social disclosures

m m m

Environmental information

Social information
No requirements for
social disclosures

Governance information

Some requirements for
governance disclosures

Additional requirements
for governance disclosures

No requirements for
governance disclosures

Information format

No requirements for
specific format

Specific measures and
metrics required in reports

Specific measures and
metrics required in reports

Level of assurance

No requirements for
assurance of disclosures

No requirements for
assurance of disclosures

Ty |
ey |
111

Disclosures required to
be externally assured

Annual average dividend

yield for listed companies
(dividend yield is the dividend per share

4.00% per annum

{an annwal return of £400 based on a portfolio
containing £10,000 in sted companies)

3.50% per annum
fan annual return of £350 based on a portfolio
containing £10.000 in ksted companies)

4.50% per annum
fan annwal return of £450 based on o portfolio
containing £10,000 in isted companies)

divided by the share price)

Figure 3.2: Example Task 2 choice card, as seen in the survey

Each choice card included a status quo option (labelled “No Change”) and two alternative options (A or B)
that involved changing at least one attribute of the reporting requirements. The no change option was
included so as not to force respondents to choose a change option that did not represent value for money
for them.

The choice cards (the full set of options presented) were generated via an experimental design, which was
specified to optimise the amount and variety of preference information generated from the choices made,
given the sample size of respondents.'® The design featured 21 choice cards in total, grouped in three

& A d-efficient design was used to specify the attribute levels shown on each card (Bliemer & Rose, 2005; Ferrini & Scarpa, 2007).
The purpose of the experimental design is to ensure that the effects of interest can be adequately and efficiently estimated from
the available sample size.
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blocks of seven cards. The design specified the combinations of attribute levels for each choice task seen
by a respondent, i.e., it determined which levels of attributes were presented on a given choice card. The
response data from the pilot survey was used to update the respective experimental designs, with the
purpose of improving the efficiency of the design in terms of the precision of model estimations of WTP for
changes in provision of non-financial information.

Each respondent was randomly assigned to a block (of seven cards), the order of which was rotated across
respondents to reduce ordering effects. Similar to the progressive choice task, respondents were provided
with instructions prior to starting the choice task in the form of an animated GIF.

Follow-up questions

The BWS choice task was followed by a question regarding respondents’ motivations for their choices. In
testing, the BWS task was observed to be generally easy to understand, so questions around ease/difficulty
of the exercise were not included.

The DCE was followed by a comprehensive set of questions that probed respondents’ reasons for their
choices and potential issues related to their understanding of the choice task which could identify biased
(or systematic) responses. The follow-up questions included:

« The ease / difficulty of the choice task, and reasons for difficulty if relevant;

« Which attributes were of the highest importance when making choices, as well as methods in which
the respondents chose their options;

« Reasons for serial selection of the “no change” option (if relevant);
« Motivations for their choices in terms of use and/or non-use values; and

« The perceived credibility of the choice questions in terms of policy consequentiality (i.e. do
respondents believe that their answers to this survey will influence the future of NFR regulations).

Respondent profile

The final section of the survey collected supplemental information on the respondent for use in analysis
and segmentation of results. This section was different between the private and professional survey
versions:

« The private investor survey prompted respondents to provide information about their demographic
and socioeconomic profile (including age, gender, ethnicity, employment status, household
composition and education level); and

« The professional investors were asked questions around their company and role (i.e. years spent in
the sector, annual revenue, etc.).

In both versions, the closing questions asked for general feedback on the survey in terms of the ease or
difficulty of completion for the entire survey and whether it was engaging or otherwise. See Appendix 2 for
the full list of questions and Appendix 4 for summary statistics.
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3.2 Implementation

The survey fieldwork was completed in two waves: private investors in December 2023 and January 2024
and professional investors in January and February 2024. Respondents for both waves were recruited from
the RiF panel and were compensated for completing the survey.’”

3.2.1  Pilot surveys

Both surveys were launched first as pilots with around 20% of the total sample (Private: n=45, Professional:
n=52). The fieldwork was then paused, and the initial responses were analysed to examine patterns in the
data (i.e. whether the survey was working as expected, checking answers to follow-up questions around
ease/difficulty). Overall, the results of the pilot were positive. Respondents generally found the survey and
choice tasks easy to complete, and respondents who found the choice task difficult did so because it was
genuinely difficult to decide which option they preferred, rather than any fundamental issues with
understanding the survey. It appeared that respondents engaged well with the survey content and minimal
amendments were made to prior to the full launch of the survey.®

3.2.2 Survey sample

A total of 400 respondents completed the survey, of which 213 were private investors and 187 were
professional investors. Sample representativeness for the private investors was verified against the
Financial Lives Survey (FCA, 2023a) and against sector-level data from the Annual Survey of Hours and
Earnings (ASHE) for the professional investors sample (ONS, 2023b).

Private investor sample

Private investors (those actively investing in stocks) are a small subset of the UK population - according to
(FCA, 2023a). Only 37% of UK adults hold any investment outside of property and the proportion of the
population that does hold investments tends to be wealthy older males. As the aim of this research is to
estimate benefits to investors, and not the general population, representativeness is assessed against data
on UK investors where it is available (Table 3.4).

This private investor sample (n=213) included a higher proportion of individuals with larger investment
portfolios than the average UK investor but was generally representative of those investors on most other
criteria. Given the lack of specific data on investment holdings, the direct survey results have not been re-
weighted. The full set of summary statistics on the respondent profile is available in Appendix 4. Other
aspects of the respondent profile indicate that the sample generally contained investors that are more
active in their own portfolios than the average UK investor. This possibly suggests that sample would be
more engaged or familiar with company disclosures and hence reasonably informed on the survey topic.'®

"7 Compensation was paid directly to the respondent (or to a charity of their choice), and compensation varied depending on the
profile of the respondent, with more difficult to reach respondents generally receiving more compensation.

'8 Given the questionnaire changed only minimally between the pilot and main surveys, data and responses from the pilot were
included in the main analysis and hence results for the survey.

9 Whether this constitutes a form of bias in the sample is not clear cut. Better informed respondents can still have positive or
negative Ferceptions and preferences towards NFR and NF.. Potentially, though, that could be more “certain” or demonstrate a
stronger level of preference based on their experience, compared to a less experienced individual. This effect would primarily
manifest in the noisiness of the survey data, rather than a potential skew or bias.
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Respondents were also asked to consider the use of information both by themselves and their advisors,
and therefore should have responded based on their underlying preferences for the information.

Table 3.4: Private investors sample profile (n=213)

Observations on the

Other available data (From FCA,

A t I ivat C i
spec .survey sample (private 2023a unless noted otherwise) omparison
investors only; n=213)
¢ Only 32% of those under the age of A sample weighted towards older
34 hold investment products, against |individuals does reflect the pool of
= 61% of respondents 48% of those over 75 investors in the UK. Older individuals are
Age were over the age of 55|« Older UK investors are much more  [more likely to have investments and hold
& + 11% were under the likely to have more investible assets® |more of them in total (as a cohort). While
age of 34 as the mean portfolio for those the achieved sample may not be strictly
under 34 is £17k, and over 55 is £65- |representative, it does reflect the trends
95k (depending on age cohort) observed in the UK.
« 46% of men hold investment The likelihood of women to hold
« Male: 78% products, against 29% of women investment products and the difference in
L « Men hold investible asset portfolios |investible assets indicates that a sample
Gender » Female: 21% . . .
Other- 1% of around £52k on average, while weighted heavily towards male
= Other: women hold portfolios of around respondents may reflect investors in the
£34k UK.
e 15% of dents
© respo.n e « 80% of the total sample had
had a portfolio worth . .
investible assets @ under £50k o )
less than £50k The average portfolio (investible assets) of
« Only 6% of the total sample had . - .
. » 54% of respondents . . the private investor sample is much larger
Portfolio . investible assets over £250k
. had a portfolio worth , oo than that of the average UK household
size « Categorical data indicates that the .
more than £250k likelihood of holding i . |and s likely to also be larger than the
o Median value of £350k |.e fhood orho . ,'ng nvestments "cf pool of UK investors as well.
. directly and positively correlated with
. approximate amount of investible assets
average value of £750k
» 88% with an ISA
» 71% with a workplace |[e 21% of all UK adults hold shares, and |The sample has a higher proportion of
Types of pension 17% has a "stocks and shares” ISA investors directly holding stocks than FCA
investments |« 68% directly holding |« 72% of all UK adults have some form |(2022) would suggest, but the relative
held company stocks of private pension. However, the ratios for higher wealth individuals
« 67% with a private median pension was around £10k appear similar.
pension
* ONS (2022) estimates that 42% of UK
quoted shares are held by UK The 1A (2023) data suggests that the
Portfolio individuals or organisations holding [sample may have reported larger
heldin UK |°® Average: 46% those shares on behalf of UK holdings in UK companies than UK
companies |° Median: 40% individuals investor population at large. As this was
P « The IA(2023) estimates thatin 2021 |self-reported, it is possible that investors
roughly 25% of UK-managed funds  |have over-estimated their UK holding.
are held in UK-based equities
» 81% primarily investing | « 8% of UK adults in 2022 received The Survey saltnpllelhad a larger
. . . . proportion of individuals that were
without advice from a regulated financial advice . - . . .
Method of - . . . primarily investing without advice than
: : financial advisor « Of those 31% with large portfolios .
investing R . . reported in FCA (2022). However, due to
e 12% primarily investing| (£100k plus) received regulated . .
. . . the wording of the question, respondents
with advice advice . . .
may still have received some advice.
Notes:  (a) investible assets are defined by FCA (2022) as cash plus financial and equity investments, excluding property and

other real investments.

(b) weighted median based on interval mid-points (ranging from £250k to £500k).
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Professional investor context and survey sample

According to the Investment Association (lA, 2023), which represents the investment management sector
in the UK, there are a total of 46,200 investment professionals directly employed in the sector. Of those,
40% are engaged in investment management or fund management - suggesting that around 18,000 hold
positions directly involved in investing decision-making or advice. On the retail side, the FCA (2022)
estimates that there are approximately 37,000 financial advisors. In aggregate, ASHE (ONS, 2023) estimates
that there are just over 100,000 individuals employed as “investors in finance” in the UK.

The sample of 187 professional investors contained professionals in retail investing (68%; roles such as
independent financial advisors, discretionary fund managers), institutional investing (20%; roles such as
pension trustees), and consultants (12%, roles such as investment consultants). Across those roles, the
sample was represented by experienced individuals (61% with over 10 years of experience) and had a high
proportion of male respondents (83%) (Table 3.5). The full set of profile responses are available in the
summary statistics (Appendix 4). The representativeness of the professional investor sample can be
compared against the ONS ASHE data (ONS, 2023b) (Table 3.5). Overall, the professional investor sample
was older on average and had a higher proportion of men than the population of investment professionals
in the UK. Variation around these demographics would not be expected to bias the overall preferences for
NFR.

Table 3.5: Professional investor sample profile (n=187)

Comparison data (ONS, 2023b

Aspect Survey sample Comparison
P y P unless noted otherwise) P
The professional sample has a higher
e 18-34:32% ® 16 - 34: 50% .
proportion of older respondents, and
Age @ * 35-49: 40% ® 35-49: 34% :
a much lower proportion of younger
« Over 50: 28% « Over 50:17%
ones.
The professional survey is much more
» Male: 83% * Male: 62% .
Gender heavily male than the sample as a
» Female: 13% » Female: 38%
whole.
Years of Based on the age comparison, it is

» 0 to 5years: 16%
* 610 10 years: 24% o N/A
« More than 10 years: 61%

experience in
the investment

expected that respondents had more
experience on average than the

sector investment industry as a whole.
- , . . . As the sample intentionally did not
* 68% retail investment « 37,000 financial advisors (includes | . )
include asset managers (see Section
sector (19% IFAs, 16% IFAs and DFMs) (FCA, 2023) . .
. 2), the sample is weighted more
paraplanners, 16% DFMs)| « 18,000 in investment (asset) . .
. , . . heavily toward retail investors. The
Role « 20% institutional sector management involved in decision |, .
, . investors and those that work in
(4% trustees) making or advice. (1A, 2023) . . .
client-facing roles make up a high
* 12% consultants (8% e Just over 100,000 labelled as . .
, L ., proportion of the overall investment
investment consultants) investor in finance

sector.

Notes:  (a) the survey and the ASHE data sets use different age range intervals. To align the two, one-half of those respondents
in the 45-54 band were added to the 35-44 band to make the comparison for the 35-49 band from ASHE, and similarly
for the Over 50 band.

Quantifying Value to Investors | October 2024 Page 28




Value of Non-Financial Reporting

3.3 Results and analysis

3.3.1 Use and perceptions of company disclosures including NFI

Both private and professional investors reported using company disclosures (85% of private investors, 89%
of professional investors) as a part of their routine investing activities, and the majority also reported using
non-financial information (77% of private investors, 69% of professional investors). In terms of time spent,
private investors reported spending just over 1 hour per week with disclosures, while professional investors
spent closer to 1.5 hours per week. This is the same range as a similar set of questions included in the
“User's survey” (eftec, 2024), which covered more detail around what types of disclosures investors were
using, including breakdowns by role and position.?® The general trend observed is that professional
investors use disclosures more than private investors, and that asset managers and consultants spend
more time than other types of professional investors on average.

Investors gave multiple motivations for using non-financial disclosures, which centred around
understanding company risk exposure, management, and long-term performance (Figure 3.3). These
motivations were similar between investor types, as was the level of trust in the information - with the
majority (around 65%) stating they “somewhat trust” NFI. It is also notable that the use of NFl tended to
focus on longer-term perspectives - a finding also consistent with the previous research (eftec, 2024).

Company management

56%

: 49%
Risk exposure 22%

. . 3200
Environmnetal impact 42%

51%

(=
!

Near future opportunities 4

48%

l

Long term company performance 3/

The overall social impact of the company 31%

21%
18%

Short term company performance

Dependency on nature and resilience to climate
change

=

18%

0% 10% 20% 30% 40% 50% 60%
M Private investors (n = 213) M Professional investors (n = 187)

Figure 3.3: Expectations of what NFI disclosures will help investors assess (respondents allowed
to select up to three items)

22 A more thorough review of the time spent, and types of disclosures being used by investors is included in eftec (2024) (which
drew on a larger data set). Summary statistics for the responses from this survey can be found in Appendix 4.
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3.3.2  Potential benefits of increased ESG disclosures

The majority of respondents indicated that increased NFR requirements (specifically additional ESG
information) would benefit them (82% to 93% depending on the change and the investor type; Figure 3.4).2"
How investors thought they would benefit depended on the type of information provided, indicating some
heterogeneity of preferences for company information. However, across both samples, aligning portfolios
to ethical views and minimising exposure to risk were the top two benefits. Respondents also tended to
view this information in terms of long term returns, rather than the short term.

When asked about the benefits of increased requirements for the format of that information within the
report, the most commonly mentioned benefit was being able to compare information across companies
more easily (Figure 3.5).

Private investors (n =213)

Environmental

Social 46%

Governance 40%

Professional investors (n = 187)

Environmental

Social 60%
Governance p. 39%
0% 20% 40% 60% 80% 100%
m Aligning my portfolio to my moral and ethical views. W Maximising the returns of my portfolio in the short term.

B Maximising the returns of my portfolio in the long term. ®Minimizing my portfolios exposure to risk.
Other (please specify) M These disclosures wouldn't be beneficial to me.

Figure 3.4: Perceived benefits of increased ESG disclosures (n = 400)

21 An ESG framing is used here as these are readily understood categories of information that are used across many NFI frameworks
as well as company reports. There is also, though, more “general” aspects of NFI, such as broad company opportunities or risks.
Notwithstanding, as the primary choice exercise was framed around ESG categories, these were main emphasis of this question.
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B e O O O | 7
companies more easily.
Using more information in my decision making. -7%’1 %

Finding the information | want more quickly. m"b.l 204

These disclosures wouldn't be beneficial to me. - ;%’

Other (please specify) .O%’%

0% 10% 20% 30% 40% 50% 60% 70% 80%

B Professional investors (n = 187) MW Private investors (n = 213)
Figure 3.5: Perceived benefits of increased format requirements (n = 400)
3.3.3 Choice models

As described in Section 3.1.3, the survey included two tasks (choice experiments): (i) a best-worst scaling
(BWS) progressive choice exercise over company information and level of assurance: and (ii) a discrete
choice experiment (DCE) over potential change to non-financial reporting requirements within the UK. The
responses from both tasks were analysed using econometric models, which quantified investor
preferences over the options presented.

BWS progressive choice exercise on specific company disclosures

The BWS progressive choice exercise was analysed using a rank-ordered logit model, which estimates a set
of coefficients for each attribute based on respondents’ choices in terms of the relative ranking information.
These coefficients are then further transformed into “odds ratios” (ORs), which can be interpreted as
quantifying the strength of preference that respondents assign to each attribute (based on the likelihood
of selecting an attribute/level).

Three models were estimated: (i) a pooled model, which includes both the private and professional
investors’ responses; (ii) a private investor only model; and (iii) a professional investor only model. The
outputs and code of all three models are provided in Appendix 5. Only the results from the pooled model
are presented here (Table 3.6), as the differences between the three models were minimal in terms of the
overall order of preferences for company disclosure information.

Odds ratios are reported relative to a base case (OR = 1). For company information this is “information
regarding gender pay gaps”, and for assurance this is “no assurance”. For example, the OR for “statements
of business conduct including the ethical policies for the company” is 4.24. This means that the strength of
preference for this aspect of company disclosures is around 4.2 times stronger than company information
regarding gender pay gaps. It is important to note that the base level may still be of value to investors - it
was simply placed as the least preferred of the information items presented.

Quantifying Value to Investors | October 2024 Page 31




Value of Non-Financial Reporting

The model estimates reveal a number of key findings:

« Externally assured information was preferred more than internally assured which, in turn, was
preferred more than no assurance. Overall, a given piece of information was twice as likely to be
selected if it was externally assured than if it was not assured.

« Information relating to describing a company’s exposure to risks and available opportunities tended
to be preferred over information that generally described a company’s management or current
performance. For example, information on the “Board and/or committee composition and how it
takes decisions, how the company is run, and compliance with the corporate governance code” was
over four times more likely to be selected than the “directors’ statement of how they have promoted
the success of the company” (s172 statement).

« No particular “type” of information (ESG or otherwise) was uniformly preferred to another, and there
was information within each category (environmental, social, governance, financial, or general
information) that was preferred to information from every other category. This includes certain
types of financial information - demonstrating that there is not a strict hierarchy between financial
and non-financial information. In short, the specifics of the information made available to investors
matters.

« Information that represents a clear improvement (such as moving from reporting Scope 1+2 GHG
emissions to reporting Scope 1-3 GHG emissions) was clearly preferred to the lower level.
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Table 3.6: Progressive choice exercise results - Calculated odds ratios for company information
included in disclosures (n=400) (Base: Information regarding gender pay gaps in the company)

Visualisation

Category |Information description i
gory P Odds ratio of preference
- Limited information on current GHG emissions (Some scope 1 and scope 2 1.32
' emissions). (0.98 to 1.77)
- Percentage of revenue that comes from activities that align to UK overall 245
' environmental targets. (1.92 to 3.14)
Information on GHG emissions including current scope 1-3 emissions (which

Env. includes supply chain), future targets, and strategies to meet those targets 2 763£25 28) l
including transition plans to net-zero emissions. ’ '
Information about climate risks and opportunities including the effect of

Env. those risks and opportunities on the financial position and performance of 2 83£)95 4 l
the company over the short-long term. ' '

- Environmental information necessary to understand the development, 4.07

’ performance, or position of the company’s business. (3.15 t0 5.26)

Social Information regarding gender pay gaps in the company. 1 (base) I

Sodial Information on employee matters including a gender breakdown of 1.06 I
employees, directors, and senior managers. (0.75t0 1.5)

Sodial Statement on impacts and risks relating employees, suppliers, other 4.80 .
stakeholders, and the community. (3.66 to 6.30)
Information on company process towards adequate human rights due

Social diligence, anti-corruption, tax governance and compliance and employee 5 287tf?0 18) -
awareness of competition laws and regulations. i !

. 1.73
Gov. Statement on how the directors’ have promoted the success of the company. I
- PaY- | (134102.23)
Gov. Statements of business conduct including the ethical policies of the company. N -
(3.18 to 5.66)
Annual statement on how the company manages business risks which

Gov. includes actions they've taken to manage corporate fraud and assurance over © 145:'0020 59) -
the reliability of NFR including annual reverse stress testing. ; !
Information on the company board and/or committee composition, how the

Gov. company is run, how boards take decisions, and information on compliance © 565:.08‘: 1.82) -
with the corporate governance code. ; '
Information covering a fair review of the company’s business, principal risks,

. . . . . 13.26

Gov. performance, development, position of business including trends that might (9.58 t0 18.35)
affect future development/performance. ; ;

Fin. Major shareholders and their activities relating to the company. =l I

(1.64 to 2.94)
Fin. Company expenditure on Research and Development. =l .
(2.36 to 4.24)
Fin Director pay information, including director pay changes compared to average 3.56 .
i employee pay changes. (2.56 to 4.94)
o Information on a company's renumeration policy, the role of the committee 243 I

and shareholder voting information.
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Discrete choice experiment on non-financial reporting requirements

The discrete choice experiment (DCE) was analysed using both conditional logit (CL) and mixed logit (MXL)
model specifications.?> Each of the NFR requirement package attributes (environmental, social, and
governance disclosures, the level of assurance, and the format of information) were modelled
independently as factor variables (i.e. non-linear) where the ‘current level' is the base (see Section 3.1.3).
The dividend yield (“cost” attribute) was modelled linearly.

The primary results from the models are the mean (central) coefficient estimates, which are primarily
interpreted based on their sign (positive/negative) and their statistical significance. In combination these
results indicate whether respondents were influenced by the levels of the attributes and in what direction.
In other words, the coefficient for an attribute shows whether the change in that attribute increases or
decreases the likelihood of selecting an option with that level of attribute. The MXL model also estimates
the distribution of preferences for the attributes in terms of their standard deviations across respondents.
A statistically significant standard deviation signals that there is observed variance across respondent
preferences, i.e. some respondents have significantly different preferences than the average (usually in
terms of magnitude of preference, but sometimes in terms of direction). This is also called preference
heterogeneity. Note that for standard deviation estimates, there is no interpretation for the sign of the
coefficient (positive/negative), only the statistical significance.

The interpretation of the model estimates is as follows?3:

« Annual average dividend yield: A positive and statistically significant result means respondents
were sensitive to the dividend shown for each option and were more likely to choose options with
higher annual dividend yields. Professional investors appeared to be less sensitive to dividend yield,
but this is not a statistically significant result.

« Environmental, social, and governance information: In all three disclosure areas, respondents
had a strong preference against deterioration to no requirements (negative, statistically significant
coefficient). However, there was no overall strong preference (i.e. statistically significant) for
extending beyond the current requirements. Most of the coefficient estimates have statistically
significant standard deviations however, indicating a mix and varying strengths of preference for
extending requirements across the sample.

« Format of reporting: The positive and statistically significant coefficient for ‘reporting format’
indicates respondents overall preferred an enhancement over current requirements. 24. There was
limited distinction though in preferences for the nature of the enhancement - i.e. the specific
measures and metrics required versus a specific standardised format. Again, a strong degree of

22 The CL model is commonly used for analysing discrete choice experiments and is based on some practical but restrictive
assumptions about respondent preferences - mainly that preferences are the same across all respondents. As such CL models
can provide useful estimates of preferences and are computationally less intensive than other models but will not perform well
(in terms of modelling criteria) where heterogeneity of preference is expected. The MXL model specification addresses this
shortcoming, by allowing the utility coefficient to vary across users instead of being fixed at the same level for all; hence it allows
coefficient estimates to vary over respondents according to some distribution reflecting their preferences. Due to this, the MXL
model was preferred for this analysis.

2% Note - all results are “all else equal”, representing the independent effect of the change in the attribute on the likelihood of a
respondent selecting an option (NFR requirement package). For models that include interaction effects, see Appendix 5.

22 This result indicates that respondents preferred improvements in standardised formats (and therefore enhanced comparability)
of the information already being produced, rather than an increase in the amount of information required.
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preference heterogeneity was observed for changes related to standardised format (as signified by
the statistically significant standard deviation parameters).

« Level of assurance: Respondents had strong preferences for external and internal assurance over
no assurance. The mean (average) result indicates that external assurance is weakly preferred to
internal assurance (more so in the case of private investors).

« Status quo: No added weight placed on the status quo option, indicating that overall investors'
preferences are well explained by the attributes of the choice rather than the label. Additionally, this
result shows that investors were readily trading-off NFR requirements with dividend yield to select
their preferred packages.

Table 3.7: DCE main model estimation results (MXL models)

Professional (n = 187) Private (n = 213) Pooled (n = 400)
Attribute (and level) Coefficient estimate Coefficient estimate Coefficient estimate
(Standard deviation) (Standard deviation) (Standard deviation)
Average dividend yield 1.36%** 1.64%** 1.83%%*
Difference for professional investors N/A N/A -0.5657
. -1.14%%* -0.70%* -0.9492%**
Environmental No reqwrements (1 31 *i—i—] (0_991\—**} (1 _23***}
disclosures
requirements | Additional 0.25 0.12 0.13
requirements (1.46%%%) (0.99%*%*) (1.20%%%)
N . -0.97%*%* -0.53*** -0.69%**
: 0 requirements
Social q (1 _03**1—] (0.83***} (0.80***}
disclosure
requirements | Additional -0.36* -0.19 -0.25%
requirements (0.36) (0.36) (0.24%%%)
. -1.25%** -1.3%%k -1.27%*
Governance No reqwrements (0.96***] (1 _04***} (-0.76***}
disclosure
requirements | Additional -0.44 -0.16 -0.31%
requirements (0.94%%%) (0.64%*%) (0.98*%%*)
Specific measures 0.76%** 1.17%%* 0.99%**
Format of and metrics (0.41) (0.45) (0.38)
discl ;
Isc (.)sure Specific measures 074+ 0.89%** 0.82%+*
requirements | 544 metricsin a ('0 48) (0.83***} ( [')59**}
standard format ’ ’ ’
Internally assured 0.647% 0.38 0.52"
Assurance Y (0.55) (0.01) (0.22)
requirements 0.64%** 0.8+ 0.70%**
Externally assured ’ ) )
Y (0.85%%%) (0.52*%) (-0.65%*%)
A -0.51 -0.14 -0.24
ASC (No change option) (1.45%++) (2.15%%#) (1.67%+%)
Observations: 3,927 Observations: 4,473 Observations: 8,400
Model Fit Wald chi?: 101.44 Wald chi% 131.71 Wald chi%: 213.47
Prob > chi%: 0 Prob > chi* 0 Prob > chi: 0
Log-likelihood: -1215.4 Log-likelihood: -1363.1 Log-likelihood: -2594.3

Notes: * Denotes statistical significance at the 10% level; ** denotes statistical significance at the 5% level; *** denotes
statistical significance at the 1% level.
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The choice model estimates provide the basis for estimating investor willingness to pay (WTP) for additional
NFR requirements and willingness to accept compensation (WTA) for weaker NFR requirements, in terms
of a marginal change in dividend yield?® (Table 3.7).

The loss to investors from reduced NFR requirements ranges from 0.45 percentage points of annual
dividend yield for social disclosures to 0.79 percentage points of annual dividend yield for governance
disclosures. Generally, it is observed that higher value is placed on avoiding weaker requirements for
governance disclosures, followed by environmental and then social disclosures. However, the overlapping
95% confidence intervals imply that it is not possible to draw this conclusion outright as to the hierarchy of
investor preferences.

Table 3.8: Willingness to pay and willingness to accept for changes to NFR requirements

Investor WTA

Reduced requirements (percentage points of dividend yield per year)

-0.57*** percentage points

No requirements for environmental disclosures
q (-0.82 t0-0.32)

-0.45%** percentage points

No requirements for social disclosures
q (-0.64 o -0.26)

-0.79*** percentage points

No requirements for governance disclosures
q & (-1.09 to -0.48)

Investor WTP

Enhanced requirements (percentage points of dividend yield per year)

0.09 percentage points

Additional requirements for environmental disclosures (:0.12 to 0.30)

-0.19* percentage points

Additional requirements for social disclosures
q (-0.38 t0 0.001)

-0.18 percentage points

Additional requirements for governance disclosures (:0.41 to 0.06)

e . o 0.65*** percentage points
Specific measures and metrics required in reports P gep

(0.37100.93)
Specific measures and metrics in a standardised format 0.52*** percentage points
required in reports (0.34t0 0.71)

0.31*** percentage points

Disclosures required to be internally assured
q y (0.1 t0 0.52)

0.46*** percentage points

(0.28 t0 0.64)
Notes: * Denotes statistical significance at the 10% level; ** denotes statistical significance at the 5% level; *** denotes statistical
significance at the 1% level.

Disclosures required to be externally assured

For additional information requirements (E, S, and G), it is not possible to conclude that investors value
more volume of disclosures as the WTP estimates for all three are not statistically different from zero.26 In

2% Investor WTP (WTA) is calculated as the marginal rate of substitution between the marginal utility of the NFR requirement (its
coefficient estimate) and the marginal utility of dividend yield (the coefficient estimate for the cost attribute).

26 The WTP estimate for enhanced social disclosures is marginally statistically significant (at the 10% level), but it has the “wrong”
sign, implying that investors would need to be compensated for receiving more information. However, the 95% confidence
interval spans zero, which means it is not possible to conclude that investor WTP is negative for this change to the NFR regime.
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other words, it is not possible to conclude that investors are willing to trade-off reduced annual dividual
yield for more NFR requirements for these topic areas.

Much stronger results in terms of investor preferences are evident for enhancing the format and assurance
of NFR. Higher average WTP values are observed for improvements that specify metrics and measures
(mean WTP equivalent to 0.65 percentage points of annual dividend yield) and standardised format (mean
WTP equivalent to 0.52 percentage points of annual dividend yield) compared to either internal or external
assurance (0.31 to 0.46 percentage points), but again the 95% confidence intervals overlap so it is not
possible to conclusively present this hierarchy of preference.

These results are subsequently used to estimate the aggregate benefits of NFR (Appendix 1 and Section 4).

3.3.4 Validity testing

Stated preference methods are adaptable and can therefore be applied to a wide range of settings to goods
and services. However, they require careful application to ensure that the results and value estimates are
valid and robust, where validity is understood as the minimisation of bias within the reported estimates.
To maximise the validity of this study good practice guidance for applying stated preference design and
analysis (Bateman et al., 2002; Johnston et al., 2017) was followed. Validity testing is centred around key
concepts - the “3 Cs” (see Table 3.8) - which are integral to the survey design and analysis phases.

Table 3.9: The 3 Cs and validity testing

Validity Type Validity Issues Approach

Content validity - assessed via
the design and implementation of
a survey, including the content of
the survey, how data is analysed,
and how the results are reported.

Do respondents understand the survey
purpose and explanatory material?

Are the simulated market and choice
tasks credible?

Is the potential for biases in responses
minimised (e.g., hypothetical,
anchoring, protests, strategic
response)?

Addressed in the survey design and
testing via iterative test-retest
approach using cognitive interviews
(one-to-one interviews).

Addressed in survey design through
qualitative research. Tested for in the
analysis tasks to identify systematic
patterns in responses.

Construct validity - assessed via
a comparison of the study results
against expectations from other
studies, economic theory, and
qualitative findings.

Do results align with reasonable
expectations based on: (a) underlying
economic theory; and

(b) findings from similar studies
(convergent validity)?

Tested for in the analysis tasks in
terms of statistical significance of
results as expected based on theory
and literature review.

Criterion validity - assessed via
comparison of value estimates
against “true” values. If evidence to
assess this is lacking, comparisons
against other similar goods or
methods (such as other value of
information studies) can be made
(convergent validity).
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Do economic values align with
reasonable expectations based on
observed values (markets or
experiments involving economic
transactions or other studies)?

Two methods were used to estimate
the value of NFI - a cost-based
approach and an SP approach.

This is not practically possible to test
for in context of NFI as there are no
comparable markets or other value of
information studies. The second-best
option is to assess through the
convergent validity test as above.
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Content validity

Content validity is an assessment of the validity of the survey design and implementation (Table 3.8). The
assessment involves examining whether: (a) respondents understood the choice exercises; (b) their
responses were credible; (¢) they were informed enough to form consistent and valid preferences; and (d)
they answered according to those preferences.

The development process for this study included: (i) the initial phases of research to understand investors’
views and preferences for NFR requirements; (i) survey design based on practitioner experience and expert
input; (iii) cognitive interviews to test understanding and content of the survey for both private and
professional investors; and (iv) pilot survey stage for both samples to verify results and survey feedback.
Appropriate modifications were made to the survey at all stages of the development process (Section 3.1.2
and Section 3.2.1). Table 3.9 provides the resulting assessment of the content validity.?” Overall, it is judged

that the study does satisfy the major aspects of the criterion that are highlighted.

Table 3.10: Assessment of content validity

Aspect of content
validity

Overall
assessment

Reasoning

Respondents’
understanding of
the choice tasks

Respondents had
an understanding
of the choice tasks

Around equal proportions of respondents found the survey easy versus difficult
(42% easy versus 37% difficult for private investors; 35% easy versus 41%
difficult for professional investors). Of those that did find the choice task difficult,
the majority responded that it was because it was difficult to choose which
scenario(s) they preferred, rather than complexity of the exercise itself.

Attribute non-

Most respondents
gave responses

No individual attribute was ignored, as shown by respondents rating of the
importance of each attribute (see Appendix 4).

attendanceand | indicating that Most respondents selected at least one scenario with a change - i.e. a trade-off
trade-off they meaningfully | between dividend yield and ESG / format and assurance. Around 6% (n=23) were
behaviour participated in the |identified as serial status quo respondents (i.e. chose the “no change” option for
choice tasks every choice in the DCE).
Respondents 80% of private and 70% of professional investors noted that they believe that
Perceived found the choices |this survey will have an impact on the future financial reporting regulations, and

consequentiality of

to be at least

a similar proportion that this survey would impact the costs passed on to

choices somewhat investors due to increases in financial reporting regulations (Private: 80%,
consequential. Professional: 71%).
55% of private and 50% of professional investors found the survey “very easy”
Respondents

Overall
engagement in the
survey

found the survey
easy overall, and
generally provided
positive feedback

Construct validity

or "easy”, against 20% and 24% that found if “difficult” or “very difficult”,
respectively.

The most common feedback on the survey was “interesting” (Private: 77%;
Professional: 66%) and “educational” (Private: 34%; Professional: 19%). The most
common negative feedback was “too long” (Private: 9%; Professional: 12%).

Construct validity is an assessment of the study’s results against expectation from other studies, economic
theory, and qualitative findings (Table 3.8). This can be checked through a series of common tests - such
as comparisons against existing studies, and within the econometric analysis and choice model estimation

27 Note that some aspects of content validity are assessed in the survey design phase via respondent feedback in the cognitive
interviews that form part of the iterative testing process for the development of survey materials.

Quantifying Value to Investors | October 2024 Page 38




Value of Non-Financial Reporting

to check for the expected effects in results (such as sensitivity to scenario cost). Table 3.10 provides a
summary of construct validity, which was shown to meet key expectations across all assessed factors.

Table 3.11: Assessment of construct validity

Aspect of

. ... |Overall assessment |Reasoning
construct validity

Econometric models . L - - . .
The main effects model has statistically significant coefficient estimates with

Direction of show the expected . . . .
o . the expected sign (direction of effect) for most of explanatory variable (choice
preferences direction of .
task attribute levels).
preferences
Non-linear . .
Non-linear preferences were observed for ESG levels, formatting of reports,
Observed non- preference, where . . .
. and level of assurance. Most effects align to expectations, with reasonable
linear effects they were observed,

. . interpretations that are consistent with insights from the qualitative research.
align to expectations

Choices were o - . .
Sensitivity to dividends is a generally expected result based on economic

Cost sensitivi observed to be . S . L
v . theory and is a key aspect of estimating marginal WTP from DCEs. Statistically
(budget sensitive to the o L . . .
, significant sensitivity to cost was observed in both private and professional
constraint) average annual

- investor models.
dividend percentage

Results are Overall, the findings from the quantitative research align with those from the

. . consistent with qualitative research. Results show that both private and professional
Comparisonwith |~ , . .

ualitative findings from investors have a preference towards enhanced levels of NFR in relation to

?esearch qualitative research |assurance and format. The quantitative research additionally shows that

conducted in the there is not, however, an overall strong preference for extending beyond the

design phase current requirements in terms of the volume of information that is required.

Criterion validity

In general, criterion validity is difficult to directly assess for studies on the value of (freely available)
information (including NFR) as there are no markets that provide reference values. However, convergent
validity can be assessed through a comparison to findings from similar studies - in this case against studies
on the value of information to investors. Table 3.11 provides a summary of results from comparator
studies.

Table 3.12: Assessment of convergent validity

Study |[Key finding Method used Comparison
The value of subscribing to monthly Both studies find that the
Kadan |employment reports was estimated to be [The authors develop a model for the  |yaJue of information is
and 0.9% of investor wealth per year and the |value of information, and then substantial to investors.
Manela |value of Federal Reserve interest rate estimate real values by using data on |Based on their findings,
(2019) |decisions was estimated to be 1.9% of  |variations in options prices. information values in the
wealth per year. range of 1-2% of investor
The value of macroeconomic information [The authors use a “noisy rational wealth per year are
Farboodi|(mainly GDP) to investors was estimated |expectations framework” and data on |reasonable and comparable
etal.  [tobe around 0.25% to 1% of investor excess returns in panel data on stock |to the value of NFR based on
(2022) |wealth per year, depending on their prices in the USA to estimate the value [the stated preference data
portfolio size and investing style. of certain types of information. in this study).
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4.Discussion and application

Section Summary:

The results and insights from the asset manager consultations (Section 2) and the stated preference
survey (Section 3) are combined to assess the value of NFl and NFR to investors in the UK. This includes
estimates of the aggregate benefit of the current NFR requirements and of changes to those
requirements. Guidance notes are also provided for how these results can be applied in policy analyses.

The results are presented in a set of key findings that build on the insights from the previous phase of
this research project. They are summarised according to the overall value of NFR, the relative importance
of different aspects of NFR, and investor demand for increasing NFR requirements.

This section presents the key findings of the research, alongside values and guidance for their
use.

4.1 Key findings on the use and value of NFR

4.1.1  The current value of NFR

Key finding 1: The provision of NFR through the current requirements is estimated to be worth
between £11 billion to £26 billion per year to UK investors.

The value is the amount of additional dividend yields that would need to be provided to UK investors as
compensation for removing the reporting requirements across environmental, social and governance
topics for UK-listed companies (see Appendix 1 for calculations). This is based on the characterisation of
the current reporting requirements that was presented to respondents in the stated preference survey
(DCE choice task - see Appendix 3), compared to the complete removal of those requirements. As such the
estimated annual benefit reflects the value to investors of maintaining the current UK regulatory
framework. This annual aggregate benefit is equivalent to 15-35% of the current dividends paid annually
by FTSE100 companies (£77.8 billion in 2023)%8, and represents 0.1% to 0.4% of the total AUM in the UK (£13
trillion per FCA, 2024).

More broadly, it is evident from the survey results and the supporting qualitative research that investors
generally believe that NFR regulations lead to more and better quality NFI being available (see Box 4.1).
However, investors also indicated that there are ways the value of those regulations and the information
companies provide could be increased (see Section 4.1.3), meaning the current regulations should not be
viewed as optimal.

Asset managers hold similar views (see Section 2.3), and those consultations provide another way of
estimating the value of NFI (Key finding 2).

28 Al Bell Dividend Dashboard (2023). Available at:
https://www.ajbell.co.uk/group/sites/ajbell.co.uk/files/AlB Dividend dashboard%20]uly%202023 0.pdf
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Box 4.1: Quotes on the use and value of the current NFR requirements

“I was very keen to take the view of ESG, that it should be looked at for the products that we rate because it is
a risk. So if you are not taking those matters [ESG] into consideration, it will have a financial risk but also a
reputational risk.” - Market analyst

[When asked about the currently available NFR] “It facilitates the conversations and engagements which in
turn drives change, increases disclosure, increases better reporting and you have this circular loop that just
keeps getting better.” - Institutional investor

Key finding 2: An indicative estimate of the current expenditure (both internal and external) by UK
asset managers to use NFI is £230 million per year.

As the benefit of NFI to these firms should be at least as great as the opportunity cost of obtaining and
using it, this represents an estimate of the minimum value asset managers place on NFI.

An aggregate benefit estimate for the sector can be calculated relative to either total AUM or total revenues
by UK firms. This should be interpreted as indicative of the potential order of magnitude of benefits due to
the small sample size (see Section 2) and because the cost-based approach gives conservative estimates of
user value. Based on total AUM - which was approximately £13 trillion in 2023 (FCA, 2024) - minimum
aggregate annual benefit for the sector is estimated to be approximately £230m (based on AUM weighted
average of £18 per £1m AUM). If only IA members are counted, AUM is approximately £9 trillion (1A, 2024)
and the corresponding minimum annual aggregate benefit is £160 million. Finally, aggregating over total
annual revenue - which is estimated to be around £23.3 billion across the 1A members in 2022 (IA, 2023) -
the minimum annual benefit is approximately £140m (based on revenue weighted average of 0.6% per
£1m of revenue).

Given the magnitude of the overall estimate of the benefits of current NFR requirements (Key finding 1), it
is likely that this is a very conservative estimate of the benefit of NFI to asset managers as direct users. It
would be reasonable to assume that considerable surplus value is derived by asset managers from the use
of NFI, including the subset of this information that stems from current NFR requirements. Indeed, asset
managers provided a wide range of reasons for using NFI in their decision-making, which generally can be
categorised into use in assessing investment risk, investment potential, investments against wider
objectives, and interpreting financial information. It was also noted by most asset managers that the use
of NFl was increasing over time, and that the types of analysis that they were doing was not possible using
only financial information.

Further, it was recognised that NFR requirements were either necessary to ensure provision of the NFI
asset managers need, or that getting that information in lieu of the requirements was costly (such as
through direct requests from companies or purchasing third party data). Some of this engagement with
companies and the use of third party data is likely to continue regardless of new requirements. Indeed, it
was observed that firms prefer to verify data themselves (through engagement) or have information
reported to them in large databases of comparable data points (through third party providers). It was
recognised, though, that the availability of information now (even through third parties) was largely due to
the existing reporting requirements. Moreover, there was a recognition that costly data gathering activities
could be reduced (or made cheaper) through enhanced assurance and standardised format requirements.
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4.1.2  Uses and relative importance of NFR

Key finding 3: Investors use a broad range of company information in their decision-making (and
reporting in the case of some professional investors), but some information is generally more
valuable than others.

Uses of NFR and NFI

When asked about NFI broadly (i.e. NFI as a category of information compared to financial information),
investors expect NFI to inform them about: (i) how well a company is managed; (ii) the risks a company is
exposed to; (iii) opportunities available to a company; and (iv) the long-term performance of a company
(see Figure 3.3, Section 3.3.1 and Section 3.3.2). However, when asked about specific areas of information
(ESG), investors indicate a different set of uses. Environmental and social information was viewed as being
most valuable in aligning to their (or their clients) moral and ethical preferences, while governance
information was viewed as being most valuable in assessing risk.

Further, it is notable that NFR requirements and NFI generally tended to be viewed by investors in relation
to long term performance as opposed to short term performance. This viewpoint was clear in the types of
use investors expect for ESG information (Figure 3.4), where short term performance was rarely selected,
as well as what NFI was used for generally (where responses for long term performance over short term
performance were 2:1; Figure 3.3). The asset managers consultations generally supported this viewpoint,
with asset managers noting that NFI had uses in assessing long-term returns and performance (Box 4.2).

BoX 4.2: The use of NFI for assessing long-term performance and returns.

Moderator: “If these proposed changes ended up increasing the costs to the firm, would you still want to
pursue those changes knowing that it might impact profitability or your returns in the short term?”
Response: “| like to think that we're long term investors and that these [non-financial] disclosures will help us
analySe the impacts of companies more accurately for the long term.” - Asset Manager

“Where we're looking at a specific weak point that we want them [a company] to improve on, that could be
disclosure, it could be making long-term commitments, it could be decarbonisation strategy and we will target that
and track that over time.” - Asset Manager

Relative importance of NFR

Some information, such as on governance or the general risks and opportunities faced by companies, is
commonly used by most investors, and therefore in aggregate is valued more highly. Preferences over
other types of information is either dependent on the type of company being evaluated or the preferences
of the investors themselves. For example, there could be few users but some individual aspects of NFR
could be highly valued.

The overall value of the current regulations can be broken down into the value for the environmental, social,
and governance aspects of those regulations based on the relative preference within the choice model
(Table 4.1). The central values for these aspects suggest that requirements for reporting information on
company governance provides the most benefits to investors of the current regulation (£8.1 billion per
year), followed by inforrmation on environmental risks and performance (£5.9 billion per year) and social
risks and performance (£4.6 billion per year). These preferences are supported by the investor interviews
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(eftec, 2024), asset manager consultations (Section 2), and the results from information choice task to some
degree (Table 3.6; Section 3.3.3).

However, the interviews and choice task results also demonstrate that preference for information within
each category (E, S, and G) varies substantially - such that some types of information from one “area” (such
as company performance and policies on human rights) is more valuable than some types of information
in another (such as the statement on how the directors have promoted the success of the company; s172
of Companies Act 2006). Based on the interviews with investors and asset manager consultations, the
relative value of information comes down to its materiality in decision-making - i.e., how that information
can inform an assessment of investment risk, potential, and performance against some wider set of criteria
(Box 4.3).

Table 4.1: Value of the current environmental, social, and governance requirements

Estimated WTA
(increased dividend
Aspects of NFR or change to NFR yield to compensate
perceived loss of

information)

Estimated benefit to UK investors
holding UK based, UK listed shares
directly and indirectly
(£, billions per year)

Current environmental disclosure requirements 0.57 percentage points £5.9bn
(compared against no disclosure requirements) (0.32t0 0.82) (F3.3t0o £8.4 bn)
Current social disclosure requirements (compared 0.45 percentage points f4.6 bn
against no disclosure requirements) (0.26 to 0.64) (F2.6t0 £6.6 bn)
Current governance disclosure requirements 0.79 percentage points £8.1 bn
(compared against no disclosure requirements) (0.48 to 1.09) (F4.9t0o £11.2 bn)
Total for current disclosure requirements 1.81 percentage points £19 bn
(compared against no disclosure requirements) (1.06 to 2.55) (£11 to £26 bn)

Box 4.3: Quotes on the relative value of different types of information

[Asked if there is equal weight for E, S, and G] - “No because the 'G' is around 35% of the overall grade. The
rating of the environmental depends on the macro sector. Because there are more indicators for industry
or companies, it is more heavily rated. Basically the weights depend on the number of indicators in each
section.” - Secondary market data provider

“When you look at quite a lot of companies who have had big problems, you can see it in the governance
and you can see it in the experience and you can see in that that they don't have the financial expertise.” -
Asset manager
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4.1.3  Investor demand for enhanced reporting requirements

Key finding 4: The benefits of NFR to investors could be increased by up to £11.4 billion per year
through requirements that lead to better assurance of the information included in NFR and better
comparability of that information across companies.

Based on the choice task results, enhanced assurance requirements would result in an aggregate benefit
of approximately £4.7 billion per year, and further comparability would result in £6.7 billion per year (Table
4.2; calculations in Appendix 1) (as defined in the choice tasks, see Appendix 3).>° An overall preference
from investors for more environmental, social and governance requirements was not evident in the choice
models. This indicates that as an overall group, investors would prefer a focus on better organised current
information as opposed to simply more information per se.

These findings align to insights from the investor interviews and asset manager consultations, in which
investors generally preferred future requirements and initiatives for NFI to focus on how comparable
information is between companies, how accessible information is within the reports, and the overall quality
of that information (including that information being transparent enough to audit and review) (Box 4.4).

Table 4.2: Value of increased reporting requirements.

Estimated benefit to UK investors
holding UK based, UK listed shares
directly and indirectly
(£, billions per year)

Estimated WTP (in
Aspects of NFR or change to NFR terms of change in
dividend yield)

Enhanced requirements for the format of NFR 0.65 percentage points £6.7 bn
(over the current requirements) (0.37 t0 0.93) (£3.8t0£9.5 bn)
External assurance of NFR 0.46 percentage points £4.7 bn
(compared to the current requirements) (0.28 to 0.64) (F2.8t0 £6.5 bn)

Increased environmental, social, or governance
disclosure requirements (compared to the current | 0 percentage points £0
requirements)

2% Based on the amount UK investors were willing to pay - in terms of forgone dividend yields - to increase the reporting
requirements on UK-listed companies.
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Box 4.4: Quotes on increased assurance and comparability requirements

“We highlighted that data quality was a bit of an issue. I could definitely see a scenario where maybe two or
three years in the future where data quality has improved, companies reporting on these metrics, asset
managers reporting gets better.” - Institutional investor

“Independent verification [of information] is useful. You want to avoid greenwashing and issues there.” -
Institutional investor

“Standardisation is on [area for improvement]. Targets is another one. The link between those targets and
whoever needs to get paid for those targets so the link between the money and actions aligned. Also context.
As much as we can explore the data, it is always useful when the company also provides a bit of context.” -
Asset manager

“Hopefully it is audited but we have to trust the information that is in there. Once more regulation comes into
place to make sure that at least you get assurance of information before it is published.” - Asset manager

“Certainly in the ESG space, if there was a bit more standardisation so you can compare company A with
company B a little bit easier, that would make a big difference because at the moment people seem to be
talking about what they want to talk about [in company reports]. There are one or two things which are pretty
universal. If there could be like a factsheet or a one page so | could compare Shell with BP, say. That is very
difficult to do but that would make life easier.” - Discretionary fund manager

However, despite the overall emphasis for better alignment and assurance, it was observed in the
interviews and consultations that some investors would also value additional information being made
available. What information mattered most varied across investors. This is consistent with the results from
the choice task which were highly heterogenous with regards to the provisional additional information.
Therefore, expanded reporting requirements that increase the amount of material information would
provide additional benefits to certain subsets of investors rather than the overall investor population. This
view was recognised by some of the asset managers that were interviewed, who indicated that they are
currently requesting additional information from companies to use in their own assessments and
reporting, as that information is not currently required the regulations (Box 4.5).

Box 4.5: Quotes on increased E, S, and G reporting requirements

“The more data, the more transparency that that we can get will only benefit us and investment decisions and
conversations.” - Asset Manager

“When you are looking at climate date, we still have poor coverage with Scope 3 emissions. | think that is an
issue but it doesn't stop us doing stuff.” - Institutional investor

“A key area is that we have lots of data gaps where companies don't disclose. Sometimes it is because they
don't have to so therefore they dont.” - Institutional investor
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4.2 Policy evidence and guidance on the use of values

4.2.1  Values for the benefits of NFR and NFI

Table 4.3 summarises annual aggregate benefit estimates for NFR requirements (current and improved) as
reported throughout Section 4.1 to various investor beneficiary groups. These values are aggregated across
the investment by UK investors - and therefore include the benefits to professional investors (which flow
through to private investors). These results can be used in policy analyses concerning the benefits of
current and future NFR requirements to UK investors.

Table 4.4 reports the minimum annual aggregated benefit estimates of NFI for UK asset managers. The
calculations and assumptions used in both sets of estimates are provided in Appendix 1.
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Table 4.3: Estimated benefits of aspects of or changes to NFR to investors in UK listed companies

Aspects of NFR or change to NFR

WTA/WTP
(in terms of change in
dividend yield)

Benefit to all investors
holding UK based UK listed
shares
(£, billions per year)

Benefit to UK investors
holding UK based, UK listed
shares directly and indirectly
(£, billions per year)

Benefit to UK private
investors directly holding UK
based, UK listed shares
(£, billions per year)

Current disclosure requirements compared against no disclosure requirements

Current environmental disclosure requirements

0.57 percentage points
(0.32 to 0.82) (WTA)

£14bn
(£8 to £20 bn)

£5.9 bn
(£3.3to £8.4 bn)

£1.5bn
(£0.8 to £2.1 bn)

Current social disclosure requirements

0.45 percentage points
(0.26 to 0.64) (WTA)

£11bn
(E6 to £16 bn)

£4.6 bn
(£2.6 to £6.6 bn)

£1.2bn
(£0.7 to £1.7 bn)

, . 0.79 percentage points £19bn £8.1 bn £2.1bn
Current governance disclosure requirements
(0.48 to 1.09) (WTA) (£12 to £26 bn) (£4.91t0 £11.2 bn) (£1.3t0 £2.9 bn)
; ; 1.81 percentage points £44 bn £19 bn £4.7 bn
Total for current disclosure requirements
(1.06 to 2.55) (WTA) (£26 to £62 bn) (£11 to £26 bn) (£2.8 to £6.7 bn)
Improved / increased NFR requirements compared against the current requirements
Increased requirements for the format of NFR ,
0.65 percentage points f£16bn £6.7 bn £1.7 bn

(over the current requirements - see technical
report for definitions)

(0.37 to 0.93) (WTP)

(£9 to £23 bn)

(£3.8 to £9.5 bn)

(£1.0to £2.4 bn)

External assurance of NFR
(compared to the current requirements)

0.46 percentage points
(0.28 to 0.64) (WTP)

£11bn
(E7 to £15 bn)

£4.7 bn
(£2.8 to £6.5 bn)

£1.2bn
(£0.7 to £1.7 bn)

Increased environmental disclosure requirements

0.09 percentage points

. £0 £0 £0
(compared to the current requirements) (-0.12t0 0.3)
Increased social disclosure requirements -0.19 percentage points 0 0 0
(compared to the current requirements) (-0.38t0 0)
Increased governance disclosure requirements -0.18 percentage points £0 0 £0
(compared to the current requirements) (-0.41 to 0.05)
Total for increased disclosure requirements 1.11 percentage points £27 bn £11.4bn £2.9bn
(compared against current requirements) (0.55to 1.57) (16 to £38 bn) (£6.6t0 £16.0 bn) (£1.7 to £4.1 bn)
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Table 4.4: Minimum value of current NFI to UK based asset managers (based on opportunity

cost)

Aggregation group
and method

Total AUM or revenue
for beneficiary group

Estimated resource cost
by AUM or by revenue

Estimated aggregate
opportunity cost for using NFI
(minimum value of NFI

UK Asset Managers -
AUM

£13 trillion in total UK
AUM?

£18 per £1m of AUM
(average across firms)

£230m per year to UK asset
managers.

IA members - AUM

£9.1 trillion in total AUM
across IA members®

£18 per £1m of AUM
(average across firms)

£160m per year to IA members.

IA members -
revenue

Notes:

£23.3 billion of total
revenue of across IA
members®

0.6% of annual revenue
(weighted average across
firms)

(a) Figure per the FCA (2024); (b) Figure per IA (2024)

£140m per year to IA members.

4.2.2 Application of results

The results from this study are fit for the purpose of assessing the benefits of the current requirements
and policies for NFR (such as in the Post Implementation Review, 2022) and in assessing the potential
benefits for future policies regarding NFR.

They can be applied to the specified groups of beneficiaries, but separate results for direct users - asset
managers based on opportunity cost - should not be interpreted as additive to the private investor benefits.
It is likely that the benefits to asset managers are embedded in benefits to private investors, particularly
since private investors are the final beneficiaries.

Moreover, while the results reported here are specifically for investors in UK companies, there are likely to
be other beneficiaries from NFR (such as the companies themselves, CSOs, company employees, and wider
society) (as noted in eftec (2024) and the PIR (2022)). The benefit estimates presented here are expected to
be additional to most benefits to other groups that are not covered in this study, as the benefits to private
investors are unlikely to overlap with wider benefits to society. The exception is any benefits to companies
themselves, which may be captured in the benefits to those companies’ investors (similar to how benefits
to asset managers are also captured in benefits to households).

The distribution of the benefits from NFR are also expected to be uneven across households in the UK
(Table 4.5), due to income and wealth inequality across those households. Benefits per household are a
function of the stocks held by those households, and as there are large differences in stocks held per
household, the benefits will differ widely. The estimates by decile suggest that almost 50% of the benefits
of NFR accrue to the 10% of wealthiest households in the UK, and the bottom 30% of households by wealth
would have marginal (if any) benefits from NFR. This is important from a distributional perspective -
espedially if the costs of NFR requirements are not directly passed onto investors (who benefit) but rather
to consumers (who may not benefit).
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Table 4.5: Distribution of benefits by household wealth

Households by wealth
decile

Average household holdings in UK
shares based on proportional
ownership to household’s
invested wealth

Estimated annual benefits
of the current NFR
regulations to households

Decile’s relative

percentage of
total benefits

10th (Highest) wealth decile £171,000 £3,100 (£1,800 to £4,400) 48%
9th wealth decile £83,000 £1,500 (£900 to £2,100) 23%
8th wealth decile £46,000 £800 (£500 to £1,200) 13%
7th wealth decile £28,000 £500 (£300 to £700) 8%
6th wealth decile £15,000 £300 (£200 to £400) 4%
5th wealth decile £9,000 £200 (£100 to £200) 2%
4th wealth decile £6,000 £100 (£100 to £200) 2%
3rd wealth decile £2,000 £O(£0to £100) 1%
2nd wealth decile £400 £0(£0to £0) 0%
1st (Lowest) wealth decile £- £0(£0to £0) 0%
Average (mean) £36,000 £700 (£400 to £900) N/A
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5.Conclusions

Summary

Overall, this study finds that investors in the UK support and benefit from UK requirements regarding
environmental, social, and governance information. Investors believe that the UK non-financial reporting
regulations - as legislated in the Companies Act 2006, and other associated reporting regulations - lead
to more and better quality non-financial information being available

The information available to investors plays an important role in understanding risks and opportunities
when investing in companies. If investors had less or worse quality non-financial information it would
negatively impact their ability to assess investments. Conversely, investors would also benefit from
improved assurance and comparability in NFR. This study found there is greater demand for
improvements of this nature compared to simply increasing the volume of ESG information that is made
available.

The findings from each of the three phases of this study support the others, and the results are aligned
to relevant previous research. As such, the evidence presented in the report and the overall findings of
this project are suitable for assessing the benefits of NFR to investors.

This section concludes by summarising the main findings of the research. Recommendations for
further development of the economic evidence for forest biodiversity are also presented.

5.1 Summary of research findings

The two overall objectives of this project were to: (a) examine and test the logic model and assumptions
concerning the value of NFR to investors; and (b) assess the economic value of NFR information, including
the relative value of difference elements of NFR and changes to requirements.

The logic model (see Table 1.1) hypothesises that the UK NFR requirements lead to more and better
information being available to UK investors, and that those investors in turn use that information to make
better investing decisions based on their own investing goals. This research provides substantial evidence
using various methods to demonstrate that this overall hypothesis is valid. It has been observed throughout
the research that investors do perceive that the UK non-financial reporting regulations lead to more and
better quality non-financial information being available, and this information plays an important role in
understanding risks and opportunities when investing in companies. Further, the research demonstrates
some of the primary uses of information within that model, and highlights some of the key criteria that
non-financial information must meet to be useful - mainly that information must be material, verifiable,
and comparable across investments.

The benefits of the current NFR regulations to UK investors is estimated to be around £19 (+8) billion per
year. This is the amount is the benefits to all UK investors based on their holdings of UK based and listed
shares. It is estimated through the amount of additional dividend yields that would need to be provided to
UK investors as compensation for removing the reporting requirements across environmental, social and
governance topics for UK-listed companies.
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From this research it is evident that policy interventions that would reduce the information available to
investors would negatively impact their ability to assess their investments. There is not currently
widespread demand for more ESG information per se, but there is demand for improved quality of that
information. In particular, investors have a strong preference for changes to the regulatory regime that
would improve assurance and comparability of NFR. The additional benefits of these measures are
estimated to be in the region of an additional £11 billion per year.

5.2 Recommendations

This research has addressed a key gap in evidence base concerning the value of NFR. The combined
findings from the qualitative and quantitative components of the study add considerable insight on the
potential scale of benefits and what underlies the value to investors. There are opportunities to further
improve the evidence to support policy analyses.

First, a further set of asset manager consultations would help to better understand the current opportunity
costs of using NFI, including differentiation of those opportunity costs by firm type and size which would
enable better aggregation of benefits across the UK asset management sector. More interviews would also
provide further insight into what this key group of users would like to see in future NFR requirements.

Second, while this research demonstrates that the benefits of NFR to investors is substantial, there are
several other groups that may also benefit from NFR and NFI that are not captured in this study. To fully
account for the benefits of NFR to society, the value of the information to other beneficiaries (CSOs,
employees, wider society) would need to be quantified. This could be accomplished using a similar
approach to this study. Other methods could also be used, such as case studies examining how companies
may (or may not) use the information included in their NFR to improve their own approaches to risks and
opportunities.

Third, there are other methods that could be explored to examine the value of NFI. Examples include
looking at panel data and information events (such as in Farboodi et al., 2022; Kadan and Manela, 2019) or
case studies for how NFR regulation impacts on industry behaviour with a potential estimate of
downstream household level benefits due to NFR reporting. As explored in Sections 3 and 4, the studies
reviewed as a part of this research largely agree with the findings of this study.

Finally, if specific policy options are developed, the methods used in this report could be repeated to test
investor preferences and investor WTP or WTA for those options. Investors responded positively to this
research throughout the process, noting that they were generally happy that the DBT was engaging with
them to get their views on the future of NFR. Thus, they are likely to be willing to engage further.
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Appendix 1 Aggregation

ﬂ Appendix 1: Aggregation
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Appendix 1 Estimation of the benefits of NFR to
investors

This appendix outlines the approach to estimating aggregate benefits of non-financial reporting (NFR) to
investors in the UK. It supplements the main study results reported in Section 3 (estimates of investor WTP
and WTA for NFR) and the accompanying econometric model estimations (Appendix 5, as well as the
findings with respect to the resource cost approach for asset managers (Section 2). See Section 4 of the
technical report for further interpretation and guidance on the application of these results.

A1.1 UK investors

Two routes are used to estimate aggregate benefits to UK investors, which rely on overall investment data:

1. Benefit estimates by UK investment in UK listed companies - this approach uses statistics on
UK investors’ investment in UK listed companies along with the choice experiment (CE) estimates of
WTP and WTA to estimate the total benefits of NFR regulations within the UK.

2. Benefit estimates by household investment in UK listed companies - this approach uses
statistics on UK household financial wealth and investments to estimate the benefits to households
for each wealth decile in the UK. These household level estimates can then be aggregated across
investors (households) to estimate total benefits.

As the two approaches are based on similar underlying statistics and estimates - household wealth,
investment in UK companies, and investors WTP and WTA for NFR in the UK - the aggregate benefit
estimates from each are similar (in some cases, identical where the underlying data is the same). However,
both are useful in understanding the benefits of NFR as they highlight different aspects of those benefits.
Approach 1 indicates the overall scale of benefits to investors in the UK, providing a direct comparison
against the current annual dividends received by those investors. It can further estimate the potential
benefits that those outside of the UK may derive (assuming that international investors hold the similar
preferences for NFR). Approach 2 provides an indication of how much a given investor in the UK might
benefit from NFR. In contrast to Approach 1, this contextualises the benefits on an individual (household)
investor basis and demonstrates how the wealth distribution on the UK influences the distribution of
benefits from NFR.

The assumptions and calculations used in each approach are set out in the following sub-sections, along
with discussion of the respective strengths and weaknesses.
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A1.1.1  Benefit estimates by UK investment in UK listed companies

The following steps describe how benefits for changes to the UK NFR requirements are estimated for UK
investors, based on statistics of their aggregate investment in UK listed companies.

Step 1: Define the beneficiary population(s) and determine the beneficiary population(s) total
investment in UK listed companies.

Step 2: Estimate the benefit of separate aspects of or changes to NFR requirements by applying the
WTP and WTA estimates to those total investment.

Step 1: UK investors ownership of UK listed company shares

Pragmatically, the beneficiary population(s) that can be accounted for in this approach is constrained by
the available statistics on UK listed company share ownership. The total value of UK companies listed on
the London Stock Exchange was approximately £2.4 trillion at the end of 2022. Of this, 58% of listed shares
were held by overseas investors. The remaining 42% was held by UK investors either directly or indirectly
(such as through funds, banks, or pensions), and of this, around a quarter is directly held by household
investors (11% of UK listed company shares).” These three levels of total investment in UK listed shares (all
investment, UK investors total investment, UK investors direct investment only) correspond to three
potential levels of benefits from NFR that affects those companies, and can be further tied to three groups
of beneficiaries: (i) all investors in UK listed companies, including international investors; (ii) UK investors
only; and (iii) UK investors with direct holdings only.

Table A1.1 shows the percentage of all UK based and UK listed companies for each of these groups, the
corresponding total invest (in £ billions) that percentage represents, and the annual dividends that would
be expected based on that total investment (based on an annual dividend rate of 3.88%, which is calculated
based on 2023 dividends and company market cap).?

Table A1.1: Beneficiary groups, their estimated total holdings in UK listed shares, and the
inferred dividend payment (based on a dividend yield of 3.88%).

Percentage of UK Total investment in UK Annual dividends
Beneficiary group based, UK listed shares listed companies (£, received
held billions) (£, billions)

All investors directly and indirectly

. ) 100% £2,420 bn £94 bn
holding UK based, UK listed shares
UK investors directly and indirectly

) ) 42.3% £1,020 bn £40 bn
holding UK based, UK listed shares
UK private i tors directly holding UK

private |.nves ors directly holding 10.8% £260 bn £10bn

based, UK listed shares

' https://www.ons.gov.uk/economy/investmentspensionsandtrusts/bulletins/ownershipofukquotedshares/2022

2 Total annual divided annual yield is calculated using total annual dividends for 2023 on FTSE100 and FTSE250 companies divided
by the total market cap of those companies (as of December 2023). Calculations made using data from
https://www.dividenddata.co.uk/.
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Step 2: Aggregation of benefits based on total investment and dividends

WTP or WTA estimates for the value of NFR in terms of changes in the dividend rate results (see Section 3),
can be applied directly to the current investment in UK listed companies, following the calculation:

Benefit of given aspect of NFR regulation to the beneficiary group =
investment in UK quoted companies * WTP or WTA in terms of annual dividend yield (Equation 1)

Estimated aggregate benefits of NFR using Equation 1 are reported in Table A1.2.

The following points can be interpreted from the benefit estimates for the value of the current NFR
regulations for UK listed companies compared against a scenario with no NFR regulations:

The benefits of the current NFR regulations (over a scenario with no NFR regulations) based on UK
private investors direct holdings of UK listed shares is around £4.7 billion per year (£2.8 to
£6.7 billion per year). This is around half of the value of current dividends that UK investors receive
from their direct holdings of UK listed shares, and is the most direct interpretation point for the DCE
results for private (household) investors.

If it is assumed that UK investors also benefit from NFR on their indirect holdings (those shares held
through some intermediary, which represent 42% of all UK based UK listed shares, as shown in Table
A1.2), the total benefits of the current NFR regulations to UK investors on their indirect
holdings of UK listed shares is around £19 billion per year (£11 to £26 billion per year).

The total benefit of the current NFR regulations to all investors, including all international
investors, is estimated to be £44 billion per year (£26 to £62 billion per year). Subtracting the
benefit to UK investors, this means that the benefit to international investors in UK companies
is around £25 billion per year, under the assumption that preferences are consistent between
UK and international investors. While this is a strong assumption, the estimate illustrates that: (i)
there are likely to be benefits from UK NFR that go beyond the population of UK investors, and (ii)
the scale of benefits to those international investors may be very large (in the £ billions per year).

The following can be assessed for the benefits estimates for increased NFR requirements on UK listed

companies:

The benefits from increasing requirements both of format (to improve comparability of NFR) and
assurance (to improve the transparency and quality of NFR) are around £2.9 billion per year
(£1.7 to £4.1 billion per year), only considering UK investors direct holdings in UK listed companies,
and the benefits are substantially larger as if indirect holdings and international investors (are
considered.

Therefore, investors with direct holdings in shares of UK companies would receive around £7.5 billion in
benefits per year (£4.5 to £10.8 billion per year) based upon current NFR regulations plus improved
comparability and assurance. This figure is around 75% of the value of UK investors dividends received on
direct holdings and illustrates that the benefit of high quality and easily comparable NFR is substantial (see
Technical Report Section 4 for application and further interpretation).
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Table A1 .2: Benefits of aspects or change to NFR to investors in UK listed companies

Aspects of NFR or change to NFR

Estimated WTA/WTP (in
terms of change in
dividend yield)

Estimated benefit to all
investors holding UK based
UK listed shares
(£, billions per year)

Estimated benefit to UK
investors holding UK based,
UK listed shares directly and

indirectly
(£, billions per year)

Estimated benefit to UK
private investors directly
holding UK based, UK listed
shares
(£, billions per year)

Current disclosure requirements compared against no disclosure requirements
) ) ) 0.57 percentage points £14 bn £5.9 bn £1.5bn
Current environmental disclosure requirements
(0.32 t0 0.82) (WTA) (£8 to £20) (E3.3t0 £8.4) (£0.8to £2.1)
L ) 0.45 percentage points £11 bn £4.6 bn £1.2bn
Current social disclosure requirements
(0.26 to 0.64) (WTA) (E6to £16) (£2.6 to £6.6) (£0.7 to £1.7)
) ) 0.79 percentage points £19 bn £8.1 bn £2.1 bn
Current governance disclosure requirements
(0.48 to 1.09) (WTA) (E12 to £26) (E4.9to £11.2) (E1.3to £2.9)
X . 1.81 percentage points £44 bn £19 bn £4.7 bn
Total for current disclosure requirements
(1.06 to 2.55) (WTA) (£26 to £62) (£11 to £26) (£2.8 to £6.7)
Improved / increased NFR requirements compared against the current requirements
Increased requirements for the format of NFR )
) ) 0.65 percentage points £16 bn £6.7 bn £1.7 bn
(over the current requirements - see technical
L (0.37 t0 0.93) (WTP) (£9 to £23) (£3.8t0 £9.5) (E1to £2.4)
report for definitions)
External assurance of NFR 0.46 percentage points £11 bn £4.7 bn £1.2bn
(compared to the current requirements) (0.28 to 0.64) (WTP) (E7 to £15) (£2.8 to £6.5) (£0.7 to £1.7)
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A1.1.2  Benefit estimates by household investment in UK listed companies

The following steps describe how benefits for changes to the UK NFR requirements can be aggregated
across the investor population based on the number of private (household) investors.

Step 1: Define the beneficiary population(s).

Step 2: Estimate the size of beneficiary population(s) (no. individuals or no. of households) and how
much they have invested in UK companies.

Step 3: Estimate the benefit of separate aspects of or changes to NFR requirements by summing the
WTP and WTA estimates from the DCE to the number of beneficiaries.

Step 1: Defining the beneficiary population

UK household statistics on financial assets and listed share ownership clearly shows large distributional
differences. There are approximately 47.2 million adults (18+) in the UK as of the 2021 census (ONS, 2022),
which make up 28.2 million households. ** However, the pool of investors (and therefore those that would
benefit directly from NFR as investors) in the UK is understood to be a relatively small proportion of all UK
adults and households. According to the FCA (2022), 37% of all UK adults hold some form of investment
product (outside of pensions), and only 21% are directly investing in shares or equities (11% of households;
ONS. 2022). However, a much greater percentage of adults are contributing to or withdrawing from private
pensions (72% of all adults; FCA, 2022), and 44% of households have some form of ISA which may be used
to invest in stocks and shares (ONS, 2022). Therefore, as many as 28% of UK households might not hold
any UK listed shares® - although the percentage is likely to be smaller due to households with one primary
investor as well some portion of households that own shares but have no pension.

Furthermore, the level of investment across households is highly variable depending on the financial wealth
of any particular household (and the preferences for investment types in those households). As, the scale
of benefits each private investor derives from NFR is a function of the amount they have invested;
understanding these differences across households is important to estimating how benefits accrue.® Within
the UK, 20% of adults held investible assets worth greater than £50,000 (outside of their pension), and those
that had available assets less than this amount tended to hold it in cash (FCA, 2022; ONS, 2022). Pensions,
on the other hand, are likely to be invested across a range of investment types, including in UK listed
companies. Starting at the 5™ decile (60%) of households have pensions greater that £50k, and therefore it
is likely that a greater proportion of UK households hold UK listed shares indirectly that directly.

The ONS (2022) household figures for financial wealth (2022) by decile are summarised in Table A1.2. These
statistics are combined with some of the estimates from the FCA (2022) as well as the figure on UK total
investment in UK listed shares to estimate the average household holdings in those shares. This was done

3

https://www.ons.gov.uk/peoplepopulationandcommunity/birthsdeathsandmarriages/families/bulletins/familiesandhouseholds
/2022

4 https://www.ethnicity-facts-figures.service.gov.uk/uk-population-by-ethnicity/demographics/age-groups/latest/
5 All households minus that 72% that holds private pensions.

6 Preferences were not observed to change based on household income or wealth - and as the WTP and WTA estimates are in
terms of dividend yields, the relationship between UK listed share ownership and benefits is estimated to be (nearly) linear.
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in multiple steps, according to the calculation:

Household investible wealth = household pension + total other household financial wealth *
% of househood financial wealth that is invested (not held in cash) (Equation 2)

In Equation 2, the household pension and other household financial wealth are both taken directly from
the ONS (2022) statistics on household wealth. The portion of household financial wealth that is invested is
based on the FCA (2022) “Financial Lives Survey”. This survey asked respondents what portion of the
financial wealth is held in cash. Households with under £20k in financial wealth outside of their pension
held almost all of that wealth in cash. At £20-£50k, responses indicate that around 20% of that wealth is
invested, and the percentage increases alongside wealth.

The average household holdings in UK shares is further calculated by taking the direct investment in UK
listed shares and applying that to the portion of UK shares that are directly held from Table A1.1, and taking
the indirect portion of investment (row 2 minus row 3 of Table A1.1), according to the calculation:

household pension

Household UK listed shares held =

household invested financial wealth

* UK listed shares indirectly held +

all UK pensions

* UK listed shares directly held (Equation 3)

all UK invested financial wealth
The results of equation 2 and equation 3, when applied to each household decile, are shown in Table A1.3

Assuming that household's preferences for NFR do not vary systematically with holdings in UK listed shares
(as is shown in the DCE estimates), then the WTA and WTP for NFR regulations can be applied directly to
the values in Table A1.3 for each wealth decile. These results are presented in Table A1.4 for the benefits
of the current NFR regulations on a per household basis. The percentage of total aggregate benefits is also
shown, which can be applied to any of the other benefits in Table A1.2 to determine the distribution of
those benefits.

It is evident from Table A1.3 and A1.4 that the wealthiest household benefit most. The estimates by decile
suggest that almost 50% of the benefits of NFR accrue to the 10% of wealthiest households in the UK, and
the bottom 30% of households by wealth would have marginal (if any) benefits from NFR. This is important
from a distributional perspective - especially if the costs of NFR requirements are not directly passed onto
investors (who benefit) but rather to consumers (who may not benefit).

Multiplying the estimated average benefit from the current regulations by the number of households in
that decile, the total benefits are the same as those reported in Table A1.2 for the “direct and indirect”
investment level. This is by mathematical definition, as the total UK investment in UK listed shares forms
the basis of the total benefits for both approaches.
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Table A1.3: Household financial wealth in the UK and implied UK shares holdings by decile

Average hh

Households (hh) by wealth Average hh financial wealth Average hh Average hh Average hh holdings in UK shares (within each
decile financial wealth invested private pension | “invested” wealth decile)' (direct and indirect investment)
10th (Highest) wealth decile £201,000 £105,000 £1,035,100 £1,140,000 £187,000

9th wealth decile £79,500 £32,000 £520,200 £552,000 £82,000

8th wealth decile £41,800 £11,700 £292,700 £304,000 £42,000

7th wealth decile £22,900 £5,100 £180,400 £185,000 £25,000

6th wealth decile £12,900 £0 £97,600 £98,000 £12,000

5th wealth decile £6,800 £0 £56,700 £57,000 £7,000

4th wealth decile £2,000 £0 £38,200 £38,000 £5,000

3rd wealth decile £1,000 £0 £15,800 £16,000 £2,000

2nd wealth decile £500 £0 £2,500 £3,000 £0

1st (Lowest) wealth decile £0 £0 £0 £- £0

Average (mean) £36,800 £15,300 £224,000 £239,000 £36,000
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Table A1.4: Household level benefits from NFR

Households (hh) by
wealth decile

Average hh holdings in UK shares
based on proportional ownership

Estimated annual benefits
of the current NFR

Decile’s relative
percentage of

to household invested wealth regulations total benefits
10th (Highest) wealth decile £171,000 £3,100 (£1,800 to £4,400) 48%
9th wealth decile £83,000 £1,500 (£900 to £2,100) 23%
8th wealth decile £46,000 £800 (£500 to £1,200) 13%
7th wealth decile £28,000 £500 (£300 to £700) 8%
6th wealth decile £15,000 £300 (£200 to £400) 4%
5th wealth decile £9,000 £200 (£100 to £200) 2%
4th wealth decile £6,000 £100 (£100 to £200) 2%
3rd wealth decile £2,000 £0 (£0 to £100) 1%
2nd wealth decile £400 £0 (£0 to £0) 0%
1st (Lowest) wealth decile £- £0 (£0 to £0) 0%
Average (mean) £36,000 £700 (£400 to £900) N/A
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A1.2 Asset managers

Indicative aggregate benefit estimates for asset managers uses the data collated on resource costs
expended to use non-financial information (NFI) (Section 2). The following steps describe how a (minimum)
NFI value is estimated for UK asset managers, based on statistics of their aggregate assets under
management (AUM) and revenues in the UK.

Step 1: Define and determine the beneficiary population(s).

Step 2: Estimate the minimum value of current NFI by applying a resource cost method.

Step 3: Aggregation based on Step 1 and Step 2.

Step 1: Defining the beneficiary population(s)

The beneficiary population is the asset management sector in the UK. The sample used in the research was
drawn from through the Investment Association (IA)- a trade body for the UK investment management
sector that represents around 250 members. While in theory the beneficiaries of non-financial information
(NFI) should be the entire UK asset management sector, the estimates are most directly applicable to IA
members, as the IA represents a large share of large UK asset managers’. Therefore, benefits across both
groups are presented in Step 3.8

Step 2: Estimate the minimum value of current NFI

The consulted asset managers reported expenditure on NFI and full-time employment (FTE) effort as
presented in Table A2.1.

Table A2.1: Reported spend on NFI per asset management firm

Firm # Reported external spend on NFI (£, millions)® Reported FTE related to use of NFI'®

1 £1.6mto £2m 90 to 110
2 £79mto £10.1Tm 45to 55
3 £0.3m to £0.4m 9to 10
4 £1.3mto £1.7m 45to 55
5 £0.5m 250 to 300
6 £5m 220 to 270

Average £2.7m to £3.4m 110 to 135

7 For comparison, the FCA (2024) reports the UK asset management industry is responsible for £13 trillion AUM.

81n 2021, the Investment Association (2021) reported a total industry revenue (after commission) at around £23.3 billion and assets
under managements of £9.1 trillion. The wider UK asset management has approximately £13 trillion in total AUM.

92 out of 6 of the asset managers provided a range estimate for expenditure and FTEs. Where this was the case, the mid-point of
that range has been used (e.g., £5m).

9 Number of employees working on NFR times proportion of time worked, reported to be around 50% for 4/6 of the sample, and
assumed to be 50% for 2/6 of the sample.
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The numbers presented in Table A2.1 indicate the resource costs incurred by asset managers to
gather, analyse, and use NFI. As the benefit of NFI to these firms should be at least as great as the
opportunity cost of obtaining and using it, these estimates can be used to calculate the minimum value
asset managers place on NFI.

The estimated final total expenditure for using NFI per asset management firm is:

NFI spend per firm = extermal spend on NFI + (internal opportunity cost of employee time *
total employee time spent on NFI) (Equation 4)

The estimated time spent can be valued by using the opportunity cost of time for employees at each firm.
Two values could be used for this purpose, providing a range of values for the final NFI estimates:

« Yearly median salary for “Financial and Insurance Services”, which is available for ONS (2023) " data
is approximately £48,000.

o Yearly average salary for “Financial and Insurance Activities”, which is available for ONS (2023)'2 data
is approximately £60,000.

However, employees may cost their employers more than their annual salary, so assuming 1.5:1 employer
cost to salary ratio'3, the median opportunity cost for an employee working on NFI full-time is roughly:

o £73,000 per year using the yearly median salary (ONS, 2023)
o £90,300 per year using the yearly average salary (ONS, 2023)

This figure is multiplied by the estimated full-time employees working on NFI per firm annually and added
to the reported external spend on NFI to produce the final NFI value per firm presented Section 2.3.3. The
use of these two figures generates a part of the variation in final values for the final estimate of total
resource cost.

To generate comparable figures across asset managers, given wide variation in asset manager size, two
alternatives are presented in Section 2.3.3: NFI spend per £1 million of AUM, and NFI spend per £ 1 million
of firm revenue. These figures are averaged across the sample and presented as simple averages in Section
2.3.3, or as weighted averages by respective AUM and revenue - the latter giving greater weight to higher
AUM or revenue asset managers.

Step 3: Aggregation

A tentative aggregate current value estimate for the sector can then be calculated, according either to total
AUM or total revenues, on IA or wider UK data.

1

https://www.ons.gov.uk/employmentandlabourmarket/peopleinwork/earningsandworkinghours/datasets/ashe1997to2015sele
ctedestimates
12

https://www.ons.gov.uk/employmentandlabourmarket/peopleinwork/earningsandworkinghours/datasets/averageweeklyearni
ngsbyindustryearn03

'3 Example calculator of employer costs available at: https://accountingservicesforbusiness.co.uk/true-cost-ofan-employee-
calculator
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Yearly NFI spend across UK = average yearly NFI spend per £1m of AUM = total UK AUM (Equation 5)

Yearly NFI spend across UK = average yearly NFI spend per £1m of revenue *
total UK asset management revenue per year (Equation 6)

These equations are applied in Table A2.2 to present the value for current NFI for UK asset managers, by
aggregation method.

Table A2.2: Value of current NFI to UK asset managers

Aggregation method Resource cost findings Aggregation value Headline finding
£13 trillion in total UK £18 per £1m of AUM £230m per year to UK asset
UK Asset Managers - AUM )
AUM' (average across firms) managers.
£9.1 trillion in total AUM £18 per £1m of AUM £160m per year to IA
IA members - AUM )
across IA members? (average across firms) members.
£23.3 billion of total 0.6% of annual revenue
) £140m per year to IA
IA members - revenue revenue of across |A (weighted average across
) members.
members? firms)

Based on available information for to AUM by UK firms, the minimum benefit of NFI (opportunity cost) is
estimated at approximately £230m per year for the entire UK sector.'* Using estimates for IA members
only, annual benefits are estimated to be in the range £140m - £160m per year, depending on whether the
estimate is reached using total IA member revenue or AUM™. Table A2.2 should be interpreted as
indicative, given the methodology and sample size. As such, they reflect the potential order of magnitude
for a conservative (low-end) estimate of aggregate benefits. The results are also not additive to the investor
benefit estimated reported in Appendix 1 (Section A1.1).

' This value is similar to the £278 million per year reported in Box 4.1 of the Phase 1 and 2 Report, which was estimated based on
the data from the uses of NFl survey.

'5 A total sector-level estimate of revenue was not found to compare against the IA member estimate.

Phase 3 Technical Report. | August 2024 Page 11






Patrick Sharkey
File Attachment
Appendix 1 - Aggregation.pdf

Patrick Sharkey
Text Box
Appendix 1: Aggregation


Value of Non-Financial Reporting

Appendix 2 Survey script and showcards

ﬁ Appendix 2a: Survey script (Private)

ﬁ Appendix 2b: Survey script (Professional)
ﬁ Appendix 2c: Showcards (Private)

8 Appendix 2d: Showcards (Professional)
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Value of non-financial reporting

Main Survey (Draft v6) - Private Investors
Version date: December 2023
Notes for this questionnaire:

« Textin grey fontis to be displayed on screen. Bolding and underlining is to be matched.
o Textin all upper case, teal font is scripting direction.

« Questions are to be coded as Qxx - responses are to be coded as the corresponding numbers
in the question script.

o Multi-code questions are to be coded as Qxx.1, Qxx.2, Qxx.3, etc. - responses are to be coded
as 1 for selected, 0 for not-selected.

o Multi-responses questions are to be coded as Qxx.a, Qxx.b, Qxx.c, etc. - responses are to be
coded as the corresponding numbers in the question script.
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Value of NFR - Stated preference survey questionnaire

UPON SURVEY OPEN BY RESPONDENT:
RECORD “PRIVATE INVESTOR SURVEY”
RECORD VERSION #

ASSIGN RESPONDENT ID

RECORD DATE OF INTERVIEW

RECORD START TIME

INTRODUCTION

This survey is about the disclosures that companies make available to the public (including
investors like yourself) and the information included in those disclosures. Disclosures include
annual reports, strategic reports, press releases, and other ways that companies publicly
communicate information to their investors and stakeholders.

Research in Finance has been engaged by the Department for Business and Trade (DBT) to
explore how investors use the information contained in those disclosures. Your responses will
help us understand what matters most to investors about the type and quality of information
and its value.

The survey will take about 20-25 minutes to complete. Your participation is very valuable and
will inform the future of non-financial reporting requirements in the UK.

All information supplied will remain anonymous and responses will not be attributed to

individuals. Research in Finance fully abides by the Market Research Society (MRS) Code of
Conduct and GDPR (General Data Protection Regulation). For more information, please see our

Privacy Policy.

Please click the arrow-button to start the survey.

Stated preference questionnaire | Draft 2 Page 2
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SECTION A: RESPONDENT SCREENING & PROFILE

NEW SCREEN; TIMER MARK;

Stated preference questionnaire | Draft 2 Page 3
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Q1. Do you have any of the following investments or assets?

Please select any that apply.

MULTI CODE

Workplace pension

Private pensions

Independent savings account (ISA)

Company stocks (or other company securities)
Company bonds (or other company debts)

Mutual funds

Index funds (i.e. market tracking funds)

Derivatives (such as options, futures, or short positions)
Government bonds

10  Micro loans (peer-to-peer lending)

11 Certificates of deposit

12 Real estate (primary residence)

13 Real estate (residential, not your primary residence)

14  Real estate (commercial)

15  Ownership in companies that you are actively involved in
16  Other (please specify)

17  None of the above [SINGLE CODE]

00 N O Ul WWN =

O

I[F THE RESPONDENT ONLY SELECTS CODES 3, 9, 10, 11, 12, 13, 14, 15, 16 /OR 17, PLEASE THANK
AND EXIT. OTHERWISE, CONTINUE

Q2. What is the overall (current) value of your assets and investment portfolio? Please do
NOT include the value of your primary residence or the value of equity in companies which
you are actively involved in.

SINGLE CODE
Less than £5,000
£5,001 - £10,000
£10,001 - £25,000
£25,001 - £50,000
£50,001 - £100,000
£100,001 - £250,000
£250,001 - £500,000
£500,001 - £1 million
More than £1 million

0 I'd rather not say

= O 00 NOoO U1 b WIN —
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The focus of this survey is regulation that affects companies that operate in the UK,
particularly those that are listed (i.e. on a regulated stock exchange).

Q3. Please could you estimate what percentage of your investment portfolio is held in UK
listed companies?

OPEN CODE (RECORD, LIMIT TO 0-100)
1 | don't know

Q4. How do you primarily manage your investment portfolio? Please select the option that
best represents how you invest.

SINGLE CODE

1 An advisor that invests on my behalf

2 Invest myself, but consult with a financial advisor before doing so

3 Invest myself, but consult with sources of advice other than a financial advisor before

doing so (such as friends, family, or online sources)

Invest myself without any outside advice

Invest through my bank or building society

Invest through my employer (e.g. company share scheme)

ALWAYS POSITION THIS RESPONSE LAST Other (please specify) OPEN CODE

N o o B

Q5. IFQ4 =2, 3, or 4, ASK How do you purchase and sell those investments? Please select
any that apply.

MULTI CODE - ROTATE

1 Through an online platform/fund supermarket (e.g. Hargreaves Lansdown)
2 Through an online investment service (e.g. Wealthify, Nutmeg)

3 On the phone or via email with a financial advisor

4 ALWAYS POSITION THIS RESPONSE LAST Other (please specify) OPEN CODE
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Q6. How often do you (or your advisors on your behalf) buy or sell securities (such as
stocks), debts (such as bonds), or derivatives (such as futures)?

SINGLE CODE

Every day

Weekly (1-4 times a week)
Monthly (1-4 times a month)
Yearly (1-11 times a year)
Less than once a year

| don’t know

o Ul A WWN =
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SECTION B: DISCLOSURES AND NON-FINANCIAL INFORMATION

NEW SCREEN; TIMER MARK

Company disclosures are intended to give investors information about how the company is

currently performing, and how the company might be expected to perform in the future.

Disclosures can be in a variety of formats and contain different types of information.

SHOW Q7 BELOW INFORMATION TEXT, ON SAME SCREEN

Q7. IFQ4 =2, 3,4 or7.(Q7a) Out of the list of disclosures below, which ones have you
personally used when making investment decisions in the past year? If there is type of
disclosures you review that is missing from the list, please add it.
IFQ4=1,5, 6.(Q7b) What information do you think your advisors or organisation use
when investing on your behalf?

MULTICODE- ROTATE 1-7

1 Financial report and statements, including balance sheets, income statements,
cash flow (i.e. financial information contained in an Annual Report)

2 Strategic report, Directors’ report and corporate governance statement (i.e. non-
financial information included in an Annual Report)

3 Sustainability and/or Corporate Social Responsibility (CSR) reports issued by a
company (separate to their Annual Report)

4 Responses to questionnaires and data requests for financial or non-financial

information that you issued

Regulatory news announcements (e.g. profit warnings)

Earnings reports

Company press releases

Other (please specify) ALWAYS SECOND TO LAST POSITION; OPEN CODE

None of these ALWAYS POSITION THIS RESPONSE LAST - SINGLE CODE, EXCLUSIVE
0 I don’t know (EXCLUSIVE)

= O 00 N O U

Q8. IF Q7 =9 SKIP AND AUTOCODE TO 1, OTHERWISE ASK How much time do you think you
spend using company disclosures in your average week?
IFQ4=1,5,6 SKIP AND AUTOCODE TO 1

SINGLE CODE

Less than 1 hour a week

1-3 hours per week

4-6 hours per week

7-10 hours per week

More than 10 hours per week

I don't know

o Ul N =

NEW SCREEN; TIMER MARK;
The information included in disclosures can be categorised as financial or non-financial. Some
types of disclosures are specific to (or tend to contain) non-financial information.
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Non-financial information is any information about a company that is not directly related to
that company's finances.

Q9.What portion of the time (SHOW RESPONSE FROM Q8) you spend reviewing company
disclosures is devoted to non-financial information?

IFQ4=1,5,6 SKIP AND AUTOCODE TO 6
IF Q7a or Q7b =9 SKIP AND AUTOCODE TO 1

SINGLE CODE

None

Around 10%

Around 25%

Around 50%

More than 50%

I don't know

S Ul WN -

Q10. What do you expect non-financial disclosures indicate about a company, or what
would you expect non-financial disclosures to indicate?

Please select up to three statements.
SELECT THREE - ROTATE
How the company would perform in the short term.
How the company would perform in the long term.
How well the company is managed.
The overall environmental impact of the company.
The dependency of the company on nature or it's resilience to climate change.
The overall social impact of the company.
How much risk the company is exposed to.
What opportunities the company has in the near future.

00 N O Ul WWIN =

NEW SCREEN; TIMER MARK;

TASK 1 - TWO DIMENSIONAL PROGRESSIVE CHOICE

This survey will have two main tasks. The first task, which is coming up next in this survey, will be
about the information in company disclosures.

Company disclosures may contain different information. Some information may be disclosed
voluntarily, while some information is required by UK Government legislation, such as the
Companies Act 2006.
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CLICKTHROUGH FOR TASK 1 WHICH INCLUDES LEVELS OF ASSURANCE - This should be scripted
as a series of screens in the order included in the accompanying .PPT file.

TASK 1 CLICK THROUGH - FRAME 1
TASK 1 CLICK THROUGH - FRAME 2
TASK 1 CLICK THROUGH - FRAME 3
TASK 1 CLICK THROUGH - FRAME 4
TASK 1 CLICK THROUGH - FRAME 5
TASK 1 CLICK THROUGH - FRAME 6
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NEW SCREEN;

Q11. Which would you most prefer when making an investment decision about a company?

If you need additional information on the levels of assurance, click here:  SHOWCARD 6 -
ASSURANCE OF INFORMATION SHOWCARD (REMINDER)

DISPLAY TASK 1 - TWO DIMENSIONAL PROGRESSIVE CHOICE EXERCISE

QUESTION PART TWO
Of the remaining two options, which would you most prefer when making an
investment decision about a company?

If you need additional information on the levels of assurance, click here: SHOWCARD 6 -
ASSURANCE OF INFORMATION SHOWCARD (REMINDER)

DISPLAY TASK 1 - TWO DIMENSIONAL PROGRESSIVE CHOICE EXERCISE WITH THE
PREVIOUSLY SELECTED OPTION REMOVED

FOR EACH OF THE QUESTIONS, RECORD:
CHOICE SET ID

OPTION A SPECIFICATION

OPTION B SPECIFICATION

OPTION C SPECIFICATION

FIRST OPTION SELECTED

SECOND OPTION SELECTED

OVERALL TIME FOR CHOICES

CHOICE NO. OPTION A OPTION B OPTION C
1 1 2 3
2 1 2 3
3 1 2 3
1 2 3
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Q12. When making your choices, what were the main reasons why you selected an option?
Please select up to 3 statements.

“I selected the options that | thought would indicate....

SINGLE CODE - ROTATE

How the company would perform financially in the short term.

How the company would perform financially in the long term.

How well the company is managed.

The overall environmental impact of the company.

The dependency of the company on nature or it's resilience to climate change.

The overall social impact of the company.

How much risk the company is exposed to.

What opportunities the company has in the near future.

Other (please specify)

O 00 N O Ul A W IN -

If you don't agree with any of the responses above, please select the statement below.
10 ldidn’t really prefer any of the options over the others. (EXCLUSIVE)
11 Other (please specify) (EXCLUSIVE)
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SECTION C: NON-FINANCIAL REPORTING REGULATIONS

NEW SCREEN; TIMER MARK;

The next set of questions focus on non-financial reporting regulations. The Companies Act 1985
introduced a requirement for companies to produce a business review that reports on the principal
risks facing the company as part of providing a fair review of the company's business. Since then,
there have been multiple amendments to those regulations which have resulted in increased non-
financial reporting requirements for UK companies.

SHOWCARD 1 - REPORTING REGULATIONS

There are several jurisdictions and initiatives working to improve and harmonise these
requirements so that companies consistently disclose the non-financial information that investors
want to have access to when making decisions. Some examples are the Task Force on Climate-
Related Financial Disclosures (TCFD), the International Sustainability Standards Board (ISSD), and
the European Sustainability Reporting Standards.

The following screens will give you more information on the key aspects of reporting requirements.
SCRIPTING INSTRUCTION -
FOR Q13 - Q16 PLEASE ROTATE THE ORDER IN WHICH THESE SCREENS AND QUESTIONS APPEAR.

NEW SCREEN
The following provides more information about environmental disclosures:

SHOWCARD 2 - Environmental disclosures showcard

Q13. How do you think increased environmental disclosures might be most beneficial to
you? (Please select one)

SINGLE CODE, ROTATE

Aligning my portfolio to my moral and ethical views.

Maximising the returns of my portfolio in the short term.

Maximising the returns of my portfolio in the long term.

Minimizing my portfolios exposure to risk.

Other (please specify) ALWAYS POSITION THIS RESPONSE SECOND LAST - OPEN CODE

These disclosures wouldn’t be beneficial to me. ALWAYS POSITION THIS RESPONSE LAST

S Uk WN -
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NEW SCREEN
The following provides more information about social disclosures:

SHOWCARD 3 - Social disclosures showcard

Q14. How do you think increased social disclosures might be most beneficial to you?
(Please select one)

SINGLE CODE, ROTATE

Aligning my portfolio to my moral and ethical views.

Maximising the returns of my portfolio in the short term.

Maximising the returns of my portfolio in the long term.

Minimizing my portfolios exposure to risk.

Other (please specify) ALWAYS POSITION THIS RESPONSE SECOND LAST - OPEN CODE

These disclosures wouldn’t be beneficial to me. ALWAYS POSITION THIS RESPONSE LAST

S Ul WN -

NEW SCREEN
The following provides more information about governance disclosures:

SHOWCARD 4 - GOVERNANCE DISCLOSURES SHOWCARD

Q15. How do you think increased governance disclosures might be most beneficial to you?
(Please select one)

SINGLE CODE, ROTATE

Aligning my portfolio to my moral and ethical views.

Maximising the returns of my portfolio in the short term.

Maximising the returns of my portfolio in the long term.

Minimizing my portfolios exposure to risk.

Other (please specify) ALWAYS POSITION THIS RESPONSE SECOND LAST - OPEN CODE

These disclosures wouldn’t be beneficial to me. ALWAYS POSITION THIS RESPONSE LAST

S Uk WN -
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NEW SCREEN
The following provides more information about the information and format of disclosures:

SHOWCARD 5 - INFORMATION FORMAT SHOWCARD

Q16. How do you think increased requirements on information format might be most
beneficial to you?

(Please select one)
SINGLE CODE, ROTATE
1 Finding the information | want more quickly.
2 Being able to compare information across companies more easily.
3 Using more information in my decision making.
4 Other (please specify) ALWAYS POSITION THIS RESPONSE SECOND LAST - OPEN CODE
5 These disclosures wouldn’t be beneficial to me. ALWAYS POSITION THIS RESPONSE LAST
NEW SCREEN

The following provides more information about the assurance of information in the
disclosures:

SHOWCARD 6 - ASSURANCE OF INFORMATION SHOWCARD (REMINDER)

NEW SCREEN

TASK 2 CLICK THROUGH HERE - This should be scripted as a series of screens in the order included
in the accompanying .PPT file.

TASK 2 CLICK THROUGH - FRAME 1
TASK 2 CLICK THROUGH - FRAME 2
TASK 2 CLICK THROUGH - FRAME 3
TASK 2 CLICK THROUGH - FRAME 4
TASK 2 CLICK THROUGH - FRAME 5
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NEW SCREEN;
Q17. [FOR THE FIRST ITERATION ONLY: For your first choice] Which option do you prefer?

Click here for more information on the different requirements

Additional information on environmental requirements: SHOWCARD 2
Additional information on social requirements: SHOWCARD 3

Additional information on governance requirements: SHOWCARD 4
Additional information on format requirements: SHOWCARD 5

Additional information on assurance requirements: SHOWCARD 6

Additional information on average dividend yield requirements: SHOWCARD 7

PRESENT CHOICE CARDS.
RECORD: CHOICE CARD ID#, ATTRIBUTE LEVELS FOR EACH OPTION, CHOICE, TIME PER CHOICE

CHOICE NO. NO CHANGE OPTION A OPTION B
1 1
2 1
3 1

1

N N NN
w w w w
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NEW SCREEN;

Q18. How easy or difficult was it to select your most preferred option for disclosure
requirements?

SINGLE CODE

Very easy

Fairly easy

Neither easy nor difficult

Fairly difficult

Very difficult

Don’t know / prefer not to say

o Ul A WWN =

Q19. IF Q20 =4 or 5 Why did you find making choices difficult?

MULTICODE, ROTATE

There was not enough information to make my choices

The instructions were not clear

The information on the choice that was provided was not clear

It was hard to decide which choices | preferred

I didn't understand why | was being asked to make these choices

Other (please specify) ALWAYS POSITION THIS RESPONSE LAST - RECORD

Sk WN -

Q20. Which of these statements best describes how you made your choices between the
different options?

SINGLE CODE

ROTATE

1 | chose options that had the largest dividend yield

2 I chose options that offered a balance between the reporting requirements and the
dividend yield

3 I chose options based on the reporting requirements irrespective of the dividend
yield

None of the above ALWAYS POSITION THIS RESPONSE SECOND LAST
5 Other (please specify) ALWAYS POSITION THIS RESPONSE LAST - RECORD
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Q21. ONLY ASK IF RESPONDENT SELECTED “NO CHANGE" IN 4 OR MORE CHOICES You selected
the current reporting requirements in most of your choices. Why?

OPEN CODE FOR PILOT

Q22. Please rate the importance of the following dimensions of the choices you made:

ASPECTS (ALWAYS PRESENT IN THIS ORDER)

The environmental information requirements
The social information requirements

The governance information requirements
The information format requirements

The assurance requirements

The dividend yield

mm g N W >

SINGLE CODE

1 Not important

2 Somewhat important
3 Important

4 Very important

Q23. How important is dividend yield to you currently when you are choosing between
potential investments?

SINGLE CODE

1 Not important

2 Somewhat important
3 Important

4 Very important

Q24. Generally, the requirement for companies to report non-financial information apply
to large, listed companies. In a sentence, please write why you would or would not
benefit from other types of companies being required to report on non-financial
aspects of their business.

SHOWCARD 8 - COMPANIES REQUIRED TO REPORT

OPEN CODE FOR PILOT

Stated preference questionnaire | Draft 2 Page 17






Value of NFR - Stated preference survey questionnaire

SECTION D: FOLLOW-UP QUESTIONS

NEW SCREEN; TIMER MARK;
We would now like to ask you a few follow-up questions about your responses and how you
invest.

Q25. Please indicate how much you agree with the following statements.

ROTATE

A I think the choices | made in this survey and this research overall will influence future
non-financial reporting regulations.

B I think the choices | made in this survey and this research overall will influence the

costs passed on to investors due to non-financial reporting regulations.

SINGLE CODE FOR EACH RESPONSE
1 Completely disagree

2 Somewhat disagree

3 Somewhat agree

4 Completely agree

Q26. What is your primary goal when you invest in companies?

SINGLE CODE - ROTATE

Minimising my portfolio’s exposure to risk

Maximising the short term return of my portfolio

Maximising the long term return of my portfolio

Minimising the negative environmental impacts of the companies in my portfolio
To maximise the positive social impact of the companies in my portfolio

ALWAYS SECOND TO LAST I have a mixture of goals for my investing

ALWAYS LAST Other - please specify OPEN CODE

N o bk wNn -

Q27. Please indicate how much you agree with the following statements.

ROTATE
A I trust financial information disclosed by companies.
B I trust non-financial information disclosed by companies.

SINGLE CODE FOR EACH RESPONSE
1 Completely disagree
Somewhat disagree
Somewhat agree
Completely agree

A W N
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SECTION E: RESPONDENT PROFILE

NEW SCREEN; TIMER MARK;
Finally, we would ask to ask a few questions about you.

Q28. Please indicate your age

SINGLE CODE

S Uk WN -

18-24
25-34
35-44
45-54
55-64
65+

Q29. Please indicate your gender

SINGLE CODE

1 Male

2 Female

3 Prefer to identify another way
4 Prefer not to say

Q30. Which of the following best describes your current employment status?

SINGLE CODE

1 Self-employed

2 Employed full-time (30 hours per week or more)
3 Employed part-time (8 - 29 hours per week)

4 Employed working less than 8 hours a week

5 Student

6 Unemployed - seeking work

7 Unemployed - not seeking work/other

8 Looking after the home/children full-time

9 Retired

10 Unable to work due to temporary sickness

11 Unable to work due to long-term sickness or disability
12 Other (please specify)

13 Prefer not to say

RECORD

Stated preference questionnaire | Draft 2
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Q31. Please describe how many adults are in your household

SINGLE CODE

1

u b~ W N

One adult (myself)

Two adults (married and/or partnership)
Two adults (other relationship)

More than two adults

Prefer not to say

Q32. Please describe how many children are in your household

SINGLE CODE

N o o AN -

No children

One child

Two children

Three children

Four or more children

Other (please specify) RECORD
Prefer not to say

Q33. Please can you indicate your total household income before tax and other deductions?

Please note this information will be used to check that we have surveyed a range of people.

SINGLE CODE
Per month Per year

1 Up to £2,666 Up to £31,999
2 £2,667 - £5,333 £32,000 - £63,999
3 £5,334 - £7,999 £64,000 - £95,999
4 £8,000 and over £96,000 and over
5 Don't know
6 Prefer not to say

Stated preference questionnaire | Draft 2 Page 20






Value of NFR - Stated preference survey questionnaire

Q34. At what level did you complete your education? If you are still studying, which level
best describes the highest level of education you have obtained until now?

SINGLE CODE

O levels / CSEs / GCSEs (any grades)

Alevels / AS level / higher school certificate

NVQ (Level 1 and 2). Foundation / Intermediate / Advanced GNVQ / HNC / HND
Other qualifications (e.g. City and Guilds, RSA/OCR, BTEC/Edexcel))

First degree (e.g. BA, BSc)

Higher degree (e.g. MA, PhD, PGCE, post graduate certificates and diplomas)
Professional qualifications (teacher, doctor, dentist, architect, engineer, lawyer, etc.)
No qualifications

Prefer not to say

O 00 NN O Ul A W IN -

Q35. What is your ethnic group?
Choose one option that best describes your ethnic group or background
SINGLE CODE
White
1. English/Welsh/Scottish/Northern Irish/British
2. Irish
3. Gypsy or Irish Traveller
4. Any other White background, please describe
Mixed/Multiple ethnic groups
5. White and Black Caribbean
6. White and Black African
7. White and Asian
8. Any other Mixed/Multiple ethnic background, please describe
Asian/Asian British
9. Indian
10. Pakistani
11. Bangladeshi
12. Chinese
13. Any other Asian background, please describe
Black/ African/Caribbean/Black British
14. African
15. Caribbean
16. Any other Black/African/Caribbean background, please describe
Other ethnic group
17. Arab
18. Any other ethnic group, please describe
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Q36. Considering all of the information that you have been given, overall, how easy or difficult
was it to answer the questions in this survey?

SINGLE CODE

1 Very easy

2 Fairly easy

3 Neither easy nor difficult

4 Fairly difficult

5 Very difficult

6 Don't know / prefer not to say

Q37. Did you think this survey was:

MULTICODE

Interesting

Easy

Too long

Difficult to understand

Educational

Unrealistic / not credible

Other (please specify) RECORD
None of these

00 N O Ul WIN =

CLOSE

That is all the questions we have. Thank you for your time in answering this survey, it is very much
appreciated.
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Value of non-financial reporting

Main Survey (Draft v3) - Professional Investors
Note - this includes both professional and institutional investors
Version date: January 2024

Notes for this questionnaire:

o Textin grey fontis to be displayed on screen. Bolding and underlining is to be matched.
o Textin all upper case, teal font is scripting direction.

« Questions are to be coded as Qxx - responses are to be coded as the corresponding numbers
in the question script.

o Multi-code questions are to be coded as Qxx.1, Qxx.2, Qxx.3, etc. - responses are to be coded
as 1 for selected, 0 for not-selected.

o Multi-responses questions are to be coded as Qxx.a, Qxx.b, Qxx.c, etc. - responses are to be
coded as the corresponding numbers in the question script.
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UPON SURVEY OPEN BY RESPONDENT:
RECORD “PROFESSIONAL INVESTOR SURVEY”
RECORD VERSION #

ASSIGN RESPONDENT ID

RECORD DATE OF INTERVIEW

RECORD START TIME

INTRODUCTION

This survey is about the disclosures that companies make available to the public (including
investors like yourself) and the information included in those disclosures. Disclosures include
annual reports, strategic reports, press releases, and other ways that companies publicly
communicate information to their investors and stakeholders.

Research in Finance has been engaged by the Department for Business and Trade (DBT) to
explore how investors use the information contained in those disclosures. Your responses will
help us understand what matters most to investors about the type and quality of information
and its value.

The survey will take about 20-25 minutes to complete. Your participation is very valuable and
will inform the future of non-financial reporting requirements in the UK. While answering
the survey, please respond on behalf of your organisation and in doing so the clients,
customers, members and/or shareholders it acts on behalf of.

All information supplied will remain anonymous and responses will not be attributed to

individuals. Research in Finance fully abides by the Market Research Society (MRS) Code of
Conduct and GDPR (General Data Protection Regulation). For more information, please see our

Privacy Policy.

Please click the arrow-button to start the survey.

Stated preference questionnaire | Professionals - Draft 1 Page 2
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SECTION A: RESPONDENT SCREENING & PROFILE

NEW SCREEN; TIMER MARK;

Q1.  What is your role/title within your organisation? Please select the title that most

closely matches your role.

SINGLE CODE
[Drop down list]

Retail investment sector
Discretionary Fund Manager
Wealth Manager
Independent Financial Adviser (IFA)
Financial Planner
Mortgage Adviser
Paraplanner
Private banker
Research Analyst
Restricted Adviser
Stockbroker
Fund Manager
Fund of Fund Manager
Portfolio Manager
Other role within the retail investment sector (please specify):

Institutional investment sector
Pension Fund CEO
Pension Fund CIO
Pension Portfolio Manager

Pensions Investment Manager

Scheme Manager

Trustee

Chair of Trustees

Employee Benefits Consultant

Fiduciary Manager

Independent / Professional Trustee
Investment Consultant

Manager Researcher

Other role within a consultancy (please specify):
Other role within a scheme (please specify):

Stated preference questionnaire | Professionals - Draft 1

Page 3






Value of NFR - Stated preference survey questionnaire

Q2. Which of the following does your role involve?

Please select all that apply.

MUTLICODE
1. Research - desk-based research into companies and funds to inform investment
decisions

2, Analysis - comparison of companies and funds to inform investment

3. Valuation - determining the value and/or risk of investing in a company

4. Portfolio construction - using research, analysis, and valuation outputs to create
portfolios based on a set of criteria

5. Investment decisions - using research, analysis, and valuation outputs to make
decisions on individual or groups of investments
6. Stewardship - managing funds, trusts, or sitting on committees and boards

7. Reporting - reporting on aspects of investments, such as expected returns or risks

8. Advising - giving advice to other individuals or groups as to their investment
decisions

o. Other (please specify)

Q3. Which of the following investments or asset types do you work with?
Please select all that apply.

MULTI CODE

Workplace pensions

Private pensions

Company stocks (or other company securities)

Company bonds (or other company debts)

Mutual funds

Index funds (i.e. market tracking funds)

Derivatives (such as options, futures, or short positions)
Government bonds

Micro loans (peer-to-peer lending)

10  Certificates of deposit

11 Real estate (residential, not your clients’ primary residences)
12  Real estate (commercial)

13 Ownership in companies that you are actively involved in

14  Other (please specify)

15 None of the above [SINGLE CODE]

IF THE RESPONDENT ONLY SELECTS CODES 9, 10, 11, 13, 14, 15, 16 /OR 17, PLEASE THANK AND
EXIT. OTHERWISE, CONTINUE

o N O U1 A WN -

O
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SECTION B: DISCLOSURES AND NON-FINANCIAL INFORMATION

NEW SCREEN; TIMER MARK

Company disclosures are intended to give investors information about how the company is

currently performing, and how the company might be expected to perform in the future.

Disclosures can be in a variety of formats and contain different types of information.

SHOW Q6BELOW INFORMATION TEXT, ON SAME SCREEN

Q4. Out of the list of disclosures below, which ones have you used as a part of your role in
the past year? If there are types of disclosures you review that is missing from the list,

please add it.

MULTICODE- ROTATE 1-7

1 Financial report and statements, including balance sheets, income statements,
cash flow (i.e. financial information contained in an Annual Report)

2 Strategic report, Directors’ report and corporate governance statement (i.e. non-
financial information included in an Annual Report)

3 Sustainability and/or Corporate Social Responsibility (CSR) reports issued by a
company (separate to their Annual Report)

4 Responses to questionnaires and data requests for financial or non-financial

information that you issued

Regulatory news announcements (e.g. profit warnings)

Earnings reports

Company press releases

Other (please specify) ALWAYS SECOND TO LAST POSITION; OPEN CODE

None of these ALWAYS POSITION THIS RESPONSE LAST - SINGLE CODE, EXCLUSIVE
0 I don’t know (EXCLUSIVE)

- O 00 N O U

Q5. IFQ6=9 ORIFQ6 =10, SKIP AND AUTOCODE TO 1 How much time do you think you spend
using company disclosures in an average week?

SINGLE CODE

Less than 1 hour a week

1-3 hours per week

4-6 hours per week

7-10 hours per week

More than 10 hours per week

6 | don't know

NEW SCREEN; TIMER MARK;

The information included in disclosures can be categorised as financial or non-financial. Some

u b W N =

types of disclosures are specific to (or tend to contain) non-financial information.

Non-financial information is any information about a company that is not directly related to
that company's finances.
Q6.IFQ6=90RIFQ6 =10, SKIP AND AUTOCODE TO 1. IF Q7 =6, SKIP AND AUTOCODE TO 6. What

portion of the time (SHOW RESPONSE FROM Q7) you spend reviewing company
disclosures is devoted to non-financial information?
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SINGLE CODE

None

Around 10%
Around 25%
Around 50%
More than 50%
I don’t know

S Uk WN -

Q9. What do you expect non-financial disclosures indicate about a company, or what
would you expect non-financial disclosures to indicate?

Please select up to three statements.
SELECT THREE - ROTATE
How the company would perform in the short term.
How the company would perform in the long term.
How well the company is managed.
The overall environmental impact of the company.
The dependency of the company on nature or it's resilience to climate change.
The overall social impact of the company.
How much risk the company is exposed to.
What opportunities the company has in the near future.

o N O U1 A WDN -
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NEW SCREEN; TIMER MARK;

TASK 1 - TWO DIMENSIONAL PROGRESSIVE CHOICE

This survey will have two main tasks. The first task, which is coming up next in this survey, will be
about the information in company disclosures.

Company disclosures may contain different information. Some information may be disclosed
voluntarily, while some information is required by UK Government legislation, such as the
Companies Act 2006.

CLICKTHROUGH FOR TASK 1 WHICH INCLUDES LEVELS OF ASSURANCE - This should be scripted
as a series of screens in the order included in the accompanying .PPT file.

TASK 1 CLICK THROUGH - FRAME 1
TASK 1 CLICK THROUGH - FRAME 2
TASK 1 CLICK THROUGH - FRAME 3
TASK 1 CLICK THROUGH - FRAME 4
TASK 1 CLICK THROUGH - FRAME 5
TASK 1 CLICK THROUGH - FRAME 6

Stated preference questionnaire | Professionals - Draft 1 Page 7
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NEW SCREEN;

Q10. Which do you think your organisation would most prefer? Please consider the

interests of the clients, customers, members and/or shareholders your organisation
acts on behalf of.

If you need additional information on the levels of assurance, click here: SHOWCARD 6 -
ASSURANCE OF INFORMATION SHOWCARD (REMINDER)

DISPLAY TASK 1 - TWO DIMENSIONAL PROGRESSIVE CHOICE EXERCISE

QUESTION PART TWO

Q11. Of the remaining two options, which would your organisation most prefer?
If you need additional information on the levels of assurance, click here: SHOWCARD 6 -
ASSURANCE OF INFORMATION SHOWCARD (REMINDER)
DISPLAY TASK 1 - TWO DIMENSIONAL PROGRESSIVE CHOICE EXERCISE WITH THE
PREVIOUSLY SELECTED OPTION REMOVED
FOR EACH OF THE QUESTIONS, RECORD:
CHOICE SET ID
OPTION A SPECIFICATION
OPTION B SPECIFICATION
OPTION C SPECIFICATION
FIRST OPTION SELECTED
SECOND OPTION SELECTED
OVERALL TIME FOR CHOICES
CHOICE NO. OPTION A OPTION B OPTION C
1 1 2 3
2 1 2 3
3 1 2 3
1 2 3

Stated preference questionnaire | Professionals - Draft 1 Page 8






Value of NFR - Stated preference survey questionnaire

Q12. When making your choices, what were the main reasons why you selected an option?
Please select up to 3 statements.

“I selected the options that | thought would indicate....

SINGLE CODE - ROTATE

How the company would perform financially in the short term.

How the company would perform financially in the long term.

How well the company is managed.

The overall environmental impact of the company.

The dependency of the company on nature or it's resilience to climate change.

The overall social impact of the company.

How much risk the company is exposed to.

What opportunities the company has in the near future.

Other (please specify)

O 00 N O Ul A W IN -

If you don't agree with any of the responses above, please select the statement below.
10 ldidn’t really prefer any of the options over the others. (EXCLUSIVE)
11 Other (please specify) (EXCLUSIVE)
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SECTION C: NON-FINANCIAL REPORTING REGULATIONS

NEW SCREEN; TIMER MARK;

The next set of questions focus on non-financial reporting regulations. The Companies Act 1985
introduced a requirement for companies in the UK to produce a business review that reports on
the principal risks facing the company as part of providing a fair review of the company's business.
Since then, there have been multiple amendments to those regulations which have resulted in
increased non-financial reporting requirements for UK companies.

SHOWCARD 1 - REPORTING REGULATIONS

There are several jurisdictions and initiatives working to improve and harmonise these
requirements so that companies consistently disclose the non-financial information that investors
want to have access to when making decisions. Some examples are the Task Force on Climate-
Related Financial Disclosures (TCFD), the International Sustainability Standards Board (ISSD), and
the European Sustainability Reporting Standards.

The following screens will give you more information on the key aspects of reporting requirements.
SCRIPTING INSTRUCTION -
FOR Q13 - Q16 PLEASE ROTATE THE ORDER IN WHICH THESE SCREENS AND QUESTIONS APPEAR.

NEW SCREEN
The following provides more information about environmental disclosures:

SHOWCARD 2 - Environmental disclosures showcard

Q13. How do you think increased environmental disclosures might be most beneficial to
your organisation and the clients, customers, members and/or shareholders your
organisation acts on behalf of?

(Please select one)

SINGLE CODE, ROTATE

Aligning investments to moral and ethical views.

Maximising the returns of investments in the short term.

Maximising the returns of investments in the long term.

Minimizing investments exposure to risk.

Other (please specify) ALWAYS POSITION THIS RESPONSE SECOND LAST - OPEN CODE

These disclosures wouldn't be beneficial to my organisation or the investors it

represents. ALWAYS POSITION THIS RESPONSE LAST

o UM WWN =
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NEW SCREEN
The following provides more information about social disclosures:

SHOWCARD 3 - Social disclosures showcard

Q14. How do you think increased social disclosures might be most beneficial to your
organisation and the clients, customers, members and/or shareholders your
organisation acts on behalf of?

(Please select one)

SINGLE CODE, ROTATE

Aligning investments to moral and ethical views.

Maximising the returns of investments in the short term.

Maximising the returns of investments in the long term.

Minimizing investments exposure to risk.

Other (please specify) ALWAYS POSITION THIS RESPONSE SECOND LAST - OPEN CODE

These disclosures wouldn't be beneficial to my organisation or the investors it

represents. ALWAYS POSITION THIS RESPONSE LAST

ok WWN -

NEW SCREEN
The following provides more information about governance disclosures:

SHOWCARD 4 - GOVERNANCE DISCLOSURES SHOWCARD

Q15. How do you think increased governance disclosures might be most beneficial to your
organisation and the clients, customers, members and/or shareholders your
organisation acts on behalf of?

(Please select one)

SINGLE CODE, ROTATE

Aligning investments to moral and ethical views.

Maximising the returns of investments in the short term.

Maximising the returns of investments in the long term.

Minimizing investments exposure to risk.

Other (please specify) ALWAYS POSITION THIS RESPONSE SECOND LAST - OPEN CODE
These disclosures wouldn't be beneficial to my organisation or the investors it
represents. ALWAYS POSITION THIS RESPONSE LAST

o Ul LN =
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NEW SCREEN
The following provides more information about the information and format of disclosures:

SHOWCARD 5 - INFORMATION FORMAT SHOWCARD
Q16. How do you think increased requirements on information format might be most

beneficial to your organisation and the clients, customers, members and/or
shareholders your organisation acts on behalf of?

(Please select one)
SINGLE CODE, ROTATE
1 Finding the information | use in my role more quickly.
2 Being able to compare information across companies more easily.
3 Using more information in my decision making or my analysis for my organisation or

the investors it represents.

Other (please specify) ALWAYS POSITION THIS RESPONSE SECOND LAST - OPEN CODE
5 These disclosures wouldn’t be beneficial to my organisation or the investors it

represents. ALWAYS POSITION THIS RESPONSE LAST

NEW SCREEN
The following provides more information about the assurance of information in the
disclosures:

SHOWCARD 6 - ASSURANCE OF INFORMATION SHOWCARD (REMINDER)

NEW SCREEN

TASK 2 CLICK THROUGH HERE - This should be scripted as a series of screens in the order included
in the accompanying .PPT file.

TASK 2 CLICK THROUGH - FRAME 1
TASK 2 CLICK THROUGH - FRAME 2
TASK 2 CLICK THROUGH - FRAME 3
TASK 2 CLICK THROUGH - FRAME 4
TASK 2 CLICK THROUGH - FRAME 5
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NEW SCREEN;
Q17. [FOR THE FIRST ITERATION ONLY: For your first choice] Which would your
organisation prefer? Please consider the interests of the clients, customers,
members and/or shareholders your organisation acts on behalf of.

Click here for more information on the different requirements

Additional information on environmental requirements: SHOWCARD 2
Additional information on social requirements: SHOWCARD 3

Additional information on governance requirements: SHOWCARD 4
Additional information on format requirements: SHOWCARD 5

Additional information on assurance requirements: SHOWCARD 6

Additional information on average dividend yield requirements: SHOWCARD 7

PRESENT CHOICE CARDS.

RECORD: CHOICE CARD ID#, ATTRIBUTE LEVELS FOR EACH OPTION, CHOICE, TIME PER CHOICE

CHOICE NO. NO CHANGE OPTION A OPTION B
1 1 2 3
2 1 2 3
3 1 2 3
1 2 3

Stated preference questionnaire | Professionals - Draft 1
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NEW SCREEN;
NEW QUESTION (NUMBER TBD). In one to two sentences, what were you thinking about
while you were making those choices?

OPEN CODE

Q18. How easy or difficult was it to select your most preferred option for disclosure
requirements?

SINGLE CODE

Very easy

Fairly easy

Neither easy nor difficult

Fairly difficult

Very difficult

Don’t know / prefer not to say

ok WWN -

Q19. IF Q20 =4 or 5 Why did you find making choices difficult?

MULTICODE, ROTATE

There was not enough information to make my choices

The instructions were not clear

The information on the choice that was provided was not clear

It was hard to decide which choices my organisation would prefer

I didn’t understand why | was being asked to make these choices

Other (please specify) ALWAYS POSITION THIS RESPONSE LAST - RECORD

S Uk WN -

Q20. Which of these statements best describes how you made your choices between the
different options?

SINGLE CODE

ROTATE

1 | chose options that had the largest dividend yield

2 | chose options that offered a balance between the reporting requirements and the
dividend yield

3 I chose options based on the reporting requirements irrespective of the dividend
yield

None of the above ALWAYS POSITION THIS RESPONSE SECOND LAST
5 Other (please specify) ALWAYS POSITION THIS RESPONSE LAST - RECORD
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Q21. ONLY ASK IF RESPONDENT SELECTED “NO CHANGE" IN 4 OR MORE CHOICES You selected
the current reporting requirements in most of your choices. Why?

1 | think the current requirements are adequate and additional requirements for reporting
wouldn't benefit my organisation.

2 | understand the current requirements and don't think changes to those requirements
would benefit my organisation.

3 | think there are too many requirements already and more reporting wouldn't benefit my
organisation.

4 | think changes to requirements for reporting would negatively impact the returns for my

organisation.

| don't believe my organisation would want companies to have to spend more time or
resources producing non-financial reports.

| don't think changes to regulations would lead to better disclosures.

| think companies can be trusted to disclose necessary information voluntarily.

| don't think the government should be creating additional regulations for companies.
Other (please specify).

u

O 00 N O

Q22. Please rate the importance of the following dimensions of the choices you made:

ASPECTS (ALWAYS PRESENT IN THIS ORDER)

The environmental information requirements
The social information requirements

The governance information requirements
The information format requirements

The assurance requirements

The dividend yield

mm g N W >

SINGLE CODE

1 Not important

2 Somewhat important
3 Important

4 Very important

Q23. How important is dividend yield to your organisation in the analysis and/or choice of
potential investments?

SINGLE CODE

1 Not important

2 Somewhat important
3 Important

4 Very important
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Q24. Generally, the requirement for companies to report non-financial information apply

to large, listed companies. Please select all that apply.

SHOWCARD 8 - COMPANIES REQUIRED TO REPORT

Would your organisation benefit from other types of companies being required to report on
non-financial aspects of their business? Please select the statement that best describes your

view.

My organisation would benefit, because;

This information would allow my organisation to diversify their investments.

My organisation thinks all companies should be subject to the same requirements.

This information would allow my organisation to further align their investments to their
beliefs.

Other (please specify)

My organisation would not benefit, because:

5

6
7
8

O

11

12

My organisation doesn't invest in other types of companies.

My organisation thinks these requirements would decrease their returns.

My organisation gets enough information from the current reports.

My organisation doesn't think any companies should be required to report on this
information.

My organisation doesn't think changes to regulations would lead to better disclosures.
My organisation thinks companies can be trusted to disclose necessary information
voluntarily.

My organisation doesn't think the government should be creating additional regulations
for companies.

Other (please specify).
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Value of NFR - Stated preference survey questionnaire

SECTION D: FOLLOW-UP QUESTIONS

NEW SCREEN; TIMER MARK;
We would now like to ask you a few follow-up questions about you and your organisation.

Q25. Please indicate how much you agree with the following statements.

ROTATE

A I think the choices | made in this survey and this research overall will influence future
non-financial reporting regulations.

B I think the choices | made in this survey and this research overall will influence the

costs passed on to investors due to non-financial reporting regulations.

SINGLE CODE FOR EACH RESPONSE
1 Completely disagree

2 Somewhat disagree

3 Somewhat agree

4 Completely agree

Q26. What is your organisation’s primary goal when analysing and/or investing in
companies?

SINGLE CODE - ROTATE

Minimising investments’ exposure to risk

Maximising the short term return of investments.

Maximising the long term return of investments.

Minimising the negative environmental impacts of investments.

To maximise the positive social impact of investments.

ALWAYS SECOND TO LAST My firm or my clients have a mixture of goals for investing.
ALWAYS LAST Other - please specify OPEN CODE

N o bk wNn -

Q27. Please indicate how much you agree with the following statements.

ROTATE
A I trust financial information disclosed by companies.
B | trust non-financial information disclosed by companies.

SINGLE CODE FOR EACH RESPONSE
1 Completely disagree

2 Somewhat disagree

3 Somewhat agree

4 Completely agree

Stated preference questionnaire | Professionals - Draft 1 Page 17






Value of NFR - Stated preference survey questionnaire

SECTION E: RESPONDENT / COMPANY PROFILE

NEW SCREEN; TIMER MARK;

Q28. How long have you worked in / been involved in the investment sector? Regardless of
the organisation or role.
SINGLE CODE

Less than a year
Between 1 and 2 years
Between 3 and 5 years
Between 6 and 10 years
More than 10 years

u b W N =

Q29. Which of the following best describes the industry/ sector in which your organisation
operates?

SINGLE CODE [Drop down list]

Investment consultancy

General and life insurance

Specialist insurance

Financial advice and planning

Wealth management

Mortgages and equity release

Private banking

0 N o U WWN =

Banking

Capital markets

Venture capital and private equity
Other financial services (please specify):

- . O
N — O

Other non-financial services (please specify):
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Value of NFR - Stated preference survey questionnaire

ASK ALL CONSULTANTS AND PROFESSIONAL TRUSTEES (JOB ROLES FROM Q1)
Q30. How many pension schemes do you currently advise/ work with/ manage?
1 1

2 2

3 3

4 More than 3

5 Not applicable

ASK ALL CONSULTANTS AND PROFESSIONAL TRUSTEES (JOB ROLES FROM Q1)
Q31. Which type(s) of pension scheme do you advise/ work with/ manage?

1 Mainly DB (defined benefit) schemes
2 Mainly DC (defined contribution) schemes
3 A mix of DB and DC schemes

ASK ALL CONSULTANTS AND PROFESSIONAL TRUSTEES (JOB ROLES FROM Q1)
Q32. Please indicate how much revenue your organisation has annually?

Up to £50 million

£50 million - £100 million
£100 million - £500 million
£500 million - £1 billion

£1 billion - £2 billion

£2 billion - £5 billion

£5 billion - £10 billion
More than £10 billion
Prefer not to say

- O 00 N O Ul b W N =

0 | don't know

ASK ALL SCHEMES (JOB ROLES FROM Q1)
Q33. Which of the following would you say your scheme is?

1 Local government pension scheme (LGPS)
2 DB only

3 A scheme with DB and DC sections

4 DC only

5 Master trust

Stated preference questionnaire | Professionals - Draft 1 Page 19






Value of NFR - Stated preference survey questionnaire

ASK ALL SCHEMES (JOB ROLES FROM Q1)

Q34. Roughly how big is your pension scheme overall in asset terms?

Up to £50 million

£50 million - £100 million
£100 million - £500 million
£500 million - £1 billion

£1 billion - £2 billion

£2 billion - £5 billion

£5 billion - £10 billion
More than £10 billion
Prefer not to say

- O 00 N O U1l A WIN —

0 | don't know

ASK ALL RETAIL INTERMEDIARIES (JOB ROLES FROM Q1)

Q35. Approximately, how much do you PERSONALLY manage in assets?

Up to £1 million
£1 million - £5 million
£5 million - £10 million
£10 million - £25 million
£25 million - £50 million
£50 million - £100 million
£100 million - £250 million
£250 million - £500 million
More than £500 million
0 Not applicable/ | don't manage assets personally

= O 00 NO Ul A WN —

ASK ALL RETAIL INTERMEDIARIES (JOB ROLES FROM Q1)

Q36. Approximately, how much does your FIRM manage in assets?

Up to £50 million
£50 million - £100 million
£100 million - £250 million
£250 million - £500 million
£500 million - £1 billion
£1 billion - £5 billion
£5 billion - £10 billion
£10 billion - £20 billion
More than £20 billion

0 | don't know

- O 00 NO U1 A WN —
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Value of NFR - Stated preference survey questionnaire

Q37. Please indicate your age:
SINGLE CODE

18-24

25-34

35-44

45-54

55-64

65+

S Ul WN -

Q38. Please indicate your gender:

SINGLE CODE

1 Male

2 Female

3 Prefer to identify another way
4 Prefer not to say

Q39. Considering all of the information that you have been given, overall, how easy or
difficult was it to answer the questions in this survey?

SINGLE CODE

Very easy

Fairly easy

Neither easy nor difficult

Fairly difficult

Very difficult

Don't know / prefer not to say

ok WN -

Q40. Did you think this survey was:

MULTICODE

Interesting

Easy

Too long

Difficult to understand

Educational

Unrealistic / not credible

Other (please specify) RECORD
None of these

0 N O Ul N =

CLOSE

That is all the questions we have. Thank you for your time in answering this survey, it is very
much appreciated.
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Survey on company disclosures

SHOWCARDS
Updated 27 November, 2023
Developed by RiF and eftec
On behalf of The Department of Business and Trade





TASK 1 CLICK THROUGH - FRAME 1

In each of the following set of questions, you will be shown three different company disclosure
options for a specific piece of (financial or non-financial) information and level of assurance for that

piece of information.

Option A

Option B

Option C

Information

Director pay information,
including director pay changes
compared to average
employee pay changes.

Information about climate
risks and opportunities
including the effect of those
risks and opportunities on the
financial position and
performance of the company
over the short-long term.

Information on the company
board and/or committee
composition, how the
company is run, how boards
take decisions, and
information on compliance
with the corporate governance
code.

Level of assurance

(o]
25| (123
& = & =
Not Assured

. o
V - & =
v/ — & =
v=| ’=
Internally Assured

- -
::_ g_
v v

Externally Assured
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TASK 1 CLICK THROUGH - FRAME 2

The specific pieces of information can relate to a company’s performance, risks, opportunities,

impacts, management, or business strategy.

Information

Level of assurance

Option A

Director pay information,
including director pay changes
compared to average
employee pay changes.

(o]
25| (123
& = & =
Not Assured

Option B

Information about climate
risks and opportunities
including the effect of those
risks and opportunities on the
financial position and
performance of the company
over the short-long term.

. o
V - & =
v/ — & =
v=| ’=
Internally Assured

Option C

Information on the company
board and/or committee
composition, how the
company is run, how boards
take decisions, and
information on compliance
with the corporate governance

V) — V) —
v=| |v=
v v

Externally Assured

Q@O OO00






TASK 1 CLICK THROUGH - FRAME 3

Assurance is how companies verify the information that they disclose. Currently, there is no
assurance requirement for non-financial disclosures, beyond the company’s minimum duty to
report accurate information. However, entities such as the EU have recommended requirements for

assuring non-financial information.

Option A

Option B

Option C

Information

Level of assurance

Director pay information,
including director pay changes
compared to average
employee pay changes.

Not Assured

Information about climate
risks and opportunities
including the effect of those
risks and opportunities on the
financial position and
performance of the company
over the short-long term.

-
5—
-

Internally Assured

Information on the company
board and/or committee
composition, how the
company is run, how boards
take decisions, and
information on compliance
with the corporate governance
code.

Externally Assured

900 00






TASK 1 EXAMPLE GIF - FRAME 4

MORE DETAILS ON THE ASSURANCE OF INFORMATION

Current regulations for non-
financial information

'————————————
o o

v=|l ||g= J=

I

| V4

l No requirements for

| assurance of disclosures

| . Disclosures would not be assured beyond

Disclosures required to be ; Disclosures required to be
internally assured externally assured

* Disclosures would be assured by an internal * Disclosures would be assured by an

I
l
I
I
| the company’s minimum duty to report I assurance group, which would be tasked with external organisation that specialises in
I accurate information. transparently verifying all non-financial the verification of non-financial
| information. information.
| - Disclosures would be audited to ensure i
| information is not materially misstated. » Disclosures would be audited to ensure * Disclosures would be audited to ensure
| information is not materially misstated. information is not materially misstated.
: |
: |
| These requirements are set out in the I These requirements are the minimum These requirements are the enhanced
I Companies Act (2006) and by the Financial recommended level by the EU non-financial recommended by the EU non-financial
Reporting Council (FRC). l reporting directive and implemented by some EU reporting directive and implemented by some
| I member states. EU member states.
h EEEN I I S S S S e e e e el
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TASK 1 CLICK THROUGH - FRAME 5

For each task you should first select the option that you would prefer the most.

Each column is an Option - for example this is Option A.

Option A

Option B

Option C

Information

Director pay information,
including director pay changes
compared to average
employee pay changes.

Information about climate
risks and opportunities
including the effect of those
risks and opportunities on the
financial position and
performance of the company
over the short-long term.

Information on the company
board and/or committee
composition, how the
company is run, how boards
take decisions, and
information on compliance
with the corporate governance
code.

Level of assurance

Not Assured

Internally Assured

Externally Assured

900000






TASK 1 CLICK THROUGH - FRAME 6

Once you have selected your first option, that choice will be removed, and then you should choose
the option that you most prefer of the remaining two options.

In this example, the respondent chose Option B as their

most preferred, so their second choice is between Option A
and Option C. 7\

Option A Option C
Information on the company
board and/or committee
Director pay information, composition, how the
. including director pay changes | company is run, how boards
Information compared to average take decisions, and
employee pay changes. information on compliance
with the corporate governance
code.
= =] — [ =
ENEE 72| [E=
Level of assurance
Not Assured Externally Assured






SHOWCARD 1

REPORTING REGULATIONS

Some aspects of non-financial reporting regulation for UK companies include:

9 Environmental disclosures - impacts (such as carbon emissions) and risks (such as risks due to climate
change)

Social disclosures -impacts (such as community programs) and risks (such as exposure to forced or
child labour from suppliers).

Governance disclosures - how the company is managed (such as director pay or company board
structures) and statements on the company’s performance (such as directors’ statements).

III Information format -whether the company is required to use certain measurements or formats when
! reporting the information from the three categories above.

§§ Assurance of information - the information they include in their disclosures.






SHOWCARD 2

Q ENVIRONMENTAL DISCLOSURES

Environmental disclosures cover a company’s environmental risks and opportunities as well as their
environmental performance and impacts. Below is a summary of the current requirements that apply to most
publicly traded companies (listed on a major exchange in the UK), as well as how those requirements could increase

or decrease with changes to legislation.

Additional requirements for
environmental disclosures

Current regulation

Some requirements for
h . .
environmental disclosures

 Environmental information necessary to
understand the development, performance, or
position of the company’s business.

No requirements for

F--

environmental disclosures

In addition to the current requirements,
companies would provide:

Any environmental disclosures produced by
companies would be voluntary.

* Percentage of revenue that comes from activities
that are “sustainable”, judged by their alignment
to UK environmental targets.

As disclosure requirements do have costs, they are
periodically reviewed by regulating authorities,
and if it is deemed that those requirements do not
produce benefits, they might be removed.

 Limited information on current GHG emissions
(Some scope 1 and scope 2 emissions)

I
I
| l | -
« Statements on how the company has considered * Information on current scope 1-3 GHG emissions
its impact on the environment. l (which includes supply chain), future targets,
I strategies to meet those targets including
« How the company assesses and manages risk transition plans to net-zero emissions.
related to climate change. |
I « Information on nature-related dependencies,
impacts, risks, and opportunities over the short
I

and long term.

These requirements are set out in the Companies Act
(2006) and subsequent amendments and
modifications.

_—_—_—_—_—_—_—_1

These disclosures are recommended by the Green
Finance Institute.

L—-—-—-—-—-—-—-—-—-—-—-—-—






SHOWCARD 3

m SOCIAL DISCLOSURES

Social disclosures cover a company’s impacts, risk, and opportunities relating to their employees, suppliers,
other stakeholders, and the wider community. Below is a summary of the current requirements that apply to most
publicly traded companies (listed on a major exchange in the UK), as well as how those requirements could increase

or decrease with changes to legislation.
Current regulation

_—_—_—_—_—_—_1

Some requirements for
social disclosures

« Statement on impact to employees, suppliers,
other stakeholders, the community.

OOOO OOOO

No requwements for
social disclosures

Additional requirements for
social disclosures

Any social disclosures produced by companies
would be voluntary.

In addition to the current requirements,
companies would be required to provide:

+ Information on company process towards
adequate human rights due diligence, anti-
corruption, tax governance and compliance and
employee awareness of competition laws and
regulations.

« Statements regarding human rights, anti-bribery,
and anti-modern slavery.

As disclosure requirements do have costs, they are
periodically reviewed by regulating authorities,
and if it is deemed that those requirements do not

produce benefits, they might be removed. * Information on employee matters including a
gender breakdown of employees, directors, and
senior managers, as well as gender pay gaps.

* Information on how the company considers
social targets in the UN Sustainable Development
These requirements are set out in the Companies Act Goals (SDGs) (if at all).
(2006) and subsequent amendments and
modifications. These disclosures are recommended by the EU

Corporate Sustainability Reporting Directive (CSRD).

_—_—_—_—_—_—_—_1






SHOWCARD 4

m GOVERNANCE DISCLOSURES

Governance disclosures cover a company’s governance structures, policies, and non-financial information
about the company's business and strategy. Below is a summary of the current requirements that apply to most
publicly traded companies (listed on a major exchange in the UK), as well as how those requirements could increase

or decrease with changes to legislation.
Additional requirements for
governance disclosures
In addition to the current requirements,
companies would be required to provide:

Current regulation

_—_—_—_—_—_—_1

Some requwements 1{]g
governance disclosures
« Statement on how the directors have promoted
the success of the company.

No requirements for
governance disclosures

Any governance disclosures produced by
companies would be voluntary.

» Annual statement on how the company manages
business risks which includes actions they've
taken to manage corporate fraud and assurance
over the reliability of NFR including annual
reverse stress testing.

« Disclose information covering a fair review of the
company’s business, principal risks, performance,
development, position of business including
trends that might affect future
development/performance.

As disclosure requirements do have costs, they are
periodically reviewed by regulating authorities,
and if it is deemed that those requirements do not
produce benefits, they might be removed.

These disclosures are recommended by the EU
Corporate Sustainability Reporting Directive (CSRD).

These requirements are set out in the Companies Act
(2006) and subsequent amendments and
modlifications.

_—_—_—_—_—_—_—_1






SHOWCARD 5

Current regulation

No requirements for specific
format

ICompanies would report the required
information in whatever format they choose as
long as the disclosures fulfil the broader
information requirement.

=
|
|
|
|
|
|
|
|
|
|
|

@[ INFORMATION FORMAT

There are few specific requirements to how non-financial disclosures are currently reported in the UK. However,
there are organisations across the UK and Europe that have set out recommendations on how to streamline and
standardise non-financial reporting. Potential levels of requirements are:

Ll

Specific measures and metrics
required in reports

Companies would be required to report certain
information in a specific way, such as using
standard units or placing those measures in
certain places within the report.

These requirements are the minimum level
recommended by the International Sustainability
Standards Board

Ll L

Specific measures and metrics in a

standardised format required in reports

Companies would be required to report certain
information in a specific way and place the
information in standardised templates.

These requirements are the enhanced level
recommended by the International Sustainability
Standards Board






SHOWCARD 6

ASSURANCE OF INFORMATION

Assurance is how companies verify the information that they disclose. Currently, there is no assurance requirement for
non-financial disclosures, beyond the company’s minimum duty to report accurate information.

v=] = v=| |Iv=
Disclosures required to be : Disclosures required to be
internally assured externally assured

. Disclosures would not be assured beyond the I * Disclosures would be assured by an internal » Disclosures would be assured by an external

Current regulation

No requirements for
assurance of disclosures

I company's minimum duty to report accurate | assurance group, which would be tasked with organisation that specialises in the verification of
information. transparently verifying all non-financial non-financial information.
| I information.
I Disclosures would be audited to ensure I * Disclosures would be audited to ensure
information is not materially misstated. * Disclosures would be audited to ensure information is not materially misstated.
| | information is not materially misstated.
l l
I _ . 1 . »
These requirements are set out in the Companies These requirements are the minimum recommended
| Act (2006) and by the Financial Reporting Council l level recommended by the EU non-financial reporting These requirements are the enhanced recommended
I (FRC). I directive and implemented by some EU member by the EU non-financial reporting directive and
. states. implemented by some EU member states.
l l (CSRD).
l I
L | — | — | — | — | — | I






SHOWCARD 7 - DIVIDEND YIELD

£ DIVIDEND YIELD

Changes to the costs of disclosures would likely be passed through to investors indirectly. One way this might happen
is through dividend yields. Currently, 95 out of the FTSE100 companies offer dividends, and the amount each company
pays in dividends depends in part on their profitability and by association, their costs. In 2023, the annual average
dividend yield among the FTSE100 was around 4.00%.

Below would be the annual dividend payments for different portfolio sizes held in stocks with the corresponding
annual dividend yield:

_ Annual dividend yield (% return per year)

3.50% 3.75% 3.90% 4.00% 4.10% 4.25% 4.50%

£10,000 £350 £375 £390 £400 £410 £425 £450

£25,000 £875 £938 £975 £1,000 £1,025 £1,063 £1,125
£50,000 £1,750 £1,875 £1,950 £2,000 £2,050 £2,125 £2,250
£75,000 £2,625 £2,813 £2,925 £3,000 £3,075 £3,188 £3,375

£100,000 £3,500 £3,750 £3,900 £4,000 £4,100 £4,250 £4,500






TASK 2 CLICK THROUGH - FRAME 1

In the next set of questions, you will be asked to consider three alternative options for non-financial
reporting requirements for listed companies - The current set of requirements (labelled “No
change”), Option A, or Option B - and asked to select the option that you would most prefer as an
investor. Here is an example of the type of choice you will be asked to make:

Option No change A B
Environmental information | ': ! !

Some requirements for Additional requirements for Some requirements for
environmental disclosures environmental disclosures environmental disclosures
seee - m seee
Social information Y ii ii ii ii “ “ || ||
Some requirements for Some requirements for social Additional requirements for
social disclosures disclosures social disclosures

Governance information m PELLIN m m JUbiL - JUbuL
Some requirements for Additional requirements for No requirements for
governance disclosures governance disclosures governance disclosures

Information format N2 A s

No requirements for specific No requirements for specific

Specific measuresand metricsina
format or measures p format or measures

standardised format requiredin reports

~/— \l— -
=] |¥= v=
Level of assurance , = L= =
No requ\;?crgggltzsfsrfeissurance Disclosures required to Disclosuresrequired to
be externally assured be internally assured
Annual average dividend
- - . 0, 0, 0,
yield for listed companies 4.00% per annum 3.50% per annum 4.50% per annum
o ) - o fan annual return of £400 based on a portfolio fan annual return of £350 based on a portfolio {an annual return of £450 based on a portfolio
(dividend yie.fd is the dividend per share containing £10,000 in listed companies) containing £10,000 in listed companies) containing £10,000 in listed companies)

divided by the share price)

Q@O0O00






TASK 2 CLICK THROUGH - FRAME 2

The options will present alternative levels of requirements for:

« Environmental disclosures

Image here that shows links to more information (with circle around

the link.

Social disclosures

Governance disclosures

Information format

Level of assurance

Annual average dividend yield for listed companies

For a reminder of what each of those levels mean during the questions, please see links to more
information (example below).






TASK 2 CLICK THROUGH - FRAME 3

You will be asked to make 7 choices in total, each time choosing between 3 alternatives. You will

only be asked to make one choice per set of options presented.

Environmental information

No change

s

Some requirements for
environmental disclosures

Each column is an Option - for example this is the “No change”
which would keep the current set of reporting requirements.

Additional requirements for
environmental disclosures

»

Some requirements for
environmental disclosures

Social information

Some requirements for
social disclosures

i

Some requirements for social
disclosures

Additional requirements for
social disclosures

Governance information

m

Some requirements for
governance disclosures

m m

Additional requirements for
governance disclosures

No requirements for
governance disclosures

Information format

No requirements for specific
format or measures

Ly L

Specific measures and metricsina

standardised format requiredin reports

ol |

N o
No requirements for specific
format or measures

Level of assurance

No requirements for assurance
of disclosures

] .
o — o —

— o —
W — o —
o — o —

Disclosures required to
be externally assured

A .
1111

Disclosures required to
be internally assured

Annual average dividend

yield for listed companies
(dividend yield is the dividend per share
divided by the share price)

4.00% per annum

fan annual return of £400 based on a portfolio
containing £10,000 in listed companies)

3.50% per annum

fan annual return of £350 based on a portfolio

containing £10,000 in listed companies)

4.50% per annum
{an annual return of £450 based on a portfolio
containing £10,000 in listed companies)

L] [ JO@,






TASK 2 CLICK THROUGH - FRAME 4

Changes to the requirements for non-financial reporting could result in changes to the costs
incurred by companies in disclosing that information, including:

e The costs to gather the necessary information.

e The costs to produce and publish the disclosures.
e The costs for having the disclosures assured.

e The costs for auditing disclosures.

Changes to the costs of disclosures would likely be passed through to investors indirectly. One way
this might happen is through dividend yields. Currently, 95 out of the FTSE100 companies offer
dividends, and the amount each company pays in dividends depends in part on their profitability
and by association, their costs.

Each option for regulations is accompanied by an average
dividend rate, which is shown at the bottom of each option.

Annual average dividend

yield for listed companies
(dividend yield is the dividend per share
divided by the share price)

4.00% per annum
fan annual return of £400 based on a portfolio
containing £10,000 in listed companies)

3.50% per annum 4.50% per annum
fan annual return of £350 based on a portfolio {an annual return of £450 based on a portfolio
containing £10,000 in listed companies) containing £10,000 in listed companies)

90000






TASK 2 CLICK THROUGH - FRAME 5

We are asking you these questions to determine how important non-financial reporting is to you in
general, and how important each element is to you. When making your choices, please consider:

The beneficial information you would get from each option, including how comparable that
information would be and how confident you would be in the quality of the information.

e How you might use that information.
e How you and your portfolio could benefit from that information.

e How the accompanying change in dividend yield might also impact you and the returns on your
portfolio.






SHOWCARD 8

COMPANIES REQUIRED TO REPORT

The companies currently required to report non-financial information fall into several different
categories. The three most important categories are:

ﬂ Listed companies (listed on a major exchange).

Non-quoted public interest companies (in banking and/or insurance and having more
than 500 employees)

ﬁ Large private companies (more than 750 employees and £750 million in annual revenue)

Currently, quoted companies are subject to the most comprehensive reporting requirements.
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TASK 1 CLICK THROUGH - FRAME 1

In each of the following set of questions, you will be shown three different company disclosure
options for a specific piece of (financial or non-financial) information and level of assurance for that
piece of information. More details on both will be provided in the following instruction slides.

Option A Option B Option C
Annual statement on how the Information about climate risks
company manages business risks and opportunities including the

which includes actions they've
taken to manage corporate fraud opportunities on the financial
and assurance over the reliability position and performance of the
of NFR including annual reverse company over the short-long
stress testing. term.

Major shareholders and their effect of those risks and

activities relating to the company.

Externally Assured Not Assured Externally Assured

@ @ @

Task 1 instructions —part 1 of 6






TASK 1 CLICK THROUGH - FRAME 2

The specific pieces of information can relate to a company’s performance, risks, opportunities,
impacts, management, or business strategy.

Option A Option B

I I S S

Option C

Annual statement on how the Information about climate risks

company manages business risks and opportunities including the

which includes actions they've Major shareholders and their effect of those risksand

taken to manage corporate fraud Sl e i opportunities on the financial
Ayths g to the company. 2

and assurance over the reliability position and performance of the

of NFR including annual reverse company over the short-long

stress testing. term.

Externally Assured Not Assured Externally Assured

@ @ @

Task 1 instructions — part 2 of 6






TASK 1 CLICK THROUGH - FRAME 3

Option A

Assurance is how companies verify the information that they disclose.

Annual statement on how the
company manages business risks
which includes actions they've
taken to manage corporate fraud
and assurance over the reliability
of NFR including annual reverse
stress testing.

Externally Assured

Option B

Major shareholders and their
activities relating to the company.

Not Assured

O

Option C

Information about climate risks
and opportunities including the
effect of those risks and
opportunities on the financial
position and performance of the
company over the short-long
term.

Externall

O

Task 1 instructions — part 3 of 6






TASK 1 EXAMPLE GIF - FRAME 4

Currently, there is no assurance requirement for non-financial disclosures, beyond the company’s
minimum duty to report accurate information. However, some jurisdictions including the EU have
recommended requirements for assuring non-financial information.

Current regulations for non-

financial information

it S Sl o=
: g2l g2 I g =
: M=M= : lv=]]
I No requirements for I : Disclosures required to be | Disclosures required to be
] assurance of disclosures [ internally assured externally assured
| * Disclosures would not be assured beyond | » Disclosures would be assured by an internal » Disclosures would be assured by an
I the company’s minimum duty to report | assurance group, which would be tasked with external organisation that specialises in

accurate information. transparently verifying all non-financial the verification of non-financial
I I information. information.
| * All disclosures are audited to ensure |

information is not materially misstated. i » Disclosures would be audited to ensure » Disclosures would be audited to ensure
I : information is not materially misstated. information is not materially misstated.
|
| |
| These requirements are set out in the I These requirements are the minimum These requirements are the enhanced
| Companies Act (2006) and by the Financial | recommended level by the EU non-financial recommended by the EU non-financial

Reporting Council (FRC). i reporting directive and implemented by some EU reporting directive and implemented by some
I member states. EU member states.
e o e e e e e e oo
Task 1 instructions — part 4 of 6






TASK 1 CLICK THROUGH - FRAME 5

For each task you should first select the option that your organisation would most prefer, keeping
in mind the interests of the clients, customers, members and/or shareholders your organisation
acts on behalf of.

e e I —————

Option C

Option A Option B

Information about climate risks
and opportunities including the
effect of those risks and
opportunities on the financial
position and performance of the
company over the short-long

Annual statement on how the
company manages business risks
which includes actions they've
taken to manage corporate fraud
and assurance over the reliability
of NFR including annual reverse

Major shareholders and their
activities relating to the company.

______d

stress testing. term.
Externally Assured Not Assured Externally Assured
O O ol

For example, if you preferred Option C, you would
click this button underneath that option.

Task 1 instructions — part 5 of 6






TASK 1 CLICK THROUGH - FRAME 6

Once you have selected your first option, that choice will be removed, and then you should choose
the option that your organisation would most prefer of the remaining two options.

Continuing the example, if you selected
Option C as your most preferred, your second
choice would be between Option A and Option B.

Option A Option B

Annual statement on how the
company manages business risks
which includes actions they've Mai

ajor shareholders and their
taken to manage corporate fraud A :

S activities relating to th mpany.
and assurance over the reliability . HNg R e company
of NFR including annual reverse
stress testing.

111
LSTL
111

L SRS

Externally Assured Not Assured

O @)

Task 1 instructions — part 6 of 6






SHOWCARD 1

REPORTING REGULATIONS

Some aspects of non-financial reporting regulation for UK companies include:

Q Environmental disclosures - impacts (such as carbon emissions) and risks (such as risks due to climate
change)

Social disclosures -impacts (such as community programs) and risks (such as exposure to forced or
child labour from suppliers).

Governance disclosures - how the company is managed (such as director pay or company board
structures) and statements on the company’s performance (such as directors’ statements).

|I| Information format -whether the company is required to use certain measurements or formats when
¥ reporting the information from the three categories above.

.
W —

v=] Assurance of information - the information they include in their disclosures.

AS






SHOWCARD 2

? ENVIRONMENTAL DISCLOSURES

Environmental disclosures cover a company’s environmental risks and opportunities as well as their
environmental performance and impacts. Below is a summary of the current requirements that apply to most
publicly traded companies (listed on a major exchange in the UK), as well as how those requirements could increase

or decrease with changes to legislation.
. I . I " :
No requirements for Some requirements for Additional requirements for
environmental disclosures environmental disclosures environmental disclosures

Any environmental disclosures produced by » Environmental information necessary to In addition to the current requirements,
companies would be voluntary. understand the development, performance, or companies would provide:
position of the company’s business.

Current regulation

* Percentage of revenue that comes from activities
that are “sustainable”, judged by their alignment
to UK environmental targets.

As disclosure requirements do have costs, they are
periodically reviewed by regulating authorities,
and if it is deemed that those requirements do not
produce benefits, they might be removed.

 Limited information on current GHG emissions
(Some scope 1 and scope 2 emissions)

* Information on current scope 1-3 GHG emissions
(which includes supply chain), future targets,
strategies to meet those targets including
transition plans to net-zero emissions.

|

|

|

|

|

. Statements on how the company has considered
| itsimpact onthe environment.
|

|

|

|

|

|

* How the company assesses and manages risk
related to climate change.

+ Information on nature-related dependencies,
impacts, risks, and opportunities over the short
and long term.

These requirements are set out in the Companies Act
(2006) and subsequent amendments and
modifications.

These disclosures are recommended by the
International Sustainability Standards Board






SHOWCARD 3

SOCIAL DISCLOSURES

Social disclosures cover a company'’s impacts, risk, and opportunities relating to their employees, suppliers,
other stakeholders, and the wider community. Below is a summary of the current requirements that apply to most
publicly traded companies (listed on a major exchange in the UK), as well as how those requirements could increase

or decrease with changes to legislation.

No requirements for i Some requirements for
social disclosures social disclosures

Any social disclosures produced by companies
would be voluntary.

As disclosure requirements do have costs, they are
periodically reviewed by regulating authorities,
and if it is deemed that those requirements do not
produce benefits, they might be removed.

Current regulation

+ Statement on impact to employees, suppliers,
other stakeholders, the community.

« Statements regarding human rights, anti-bribery,
and anti-modern slavery.

+ Information on employee matters including a
gender breakdown of employees, directors, and
senior managers, as well as gender pay gaps.

These requirements are set out in the Companies Act
(2006) and subsequent amendments and
modifications.

I " :
Additional requirements for
social disclosures

In addition to the current requirements,
companies would be required to provide:

« Information on company process towards
adequate human rights due diligence, anti-
corruption, tax governance and compliance and
employee awareness of competition laws and
regulations.

* Information on how the company considers
social targets in the UN Sustainable Development
Goals (SDGs) (if at all).

These disclosures are recommended by the EU
Corporate Sustainability Reporting Directive (CSRD).






SHOWCARD 4

m GOVERNANCE DISCLOSURES

Governance disclosures cover a company’s governance structures, policies, and non-financial information
about the company's business and strategy. Below is a summary of the current requirements that apply to most
publicly traded companies (listed on a major exchange in the UK), as well as how those requirements could increase

or decrease with changes to legislation.
Current regulation

JnonC Joon; | m | mm
W
governance disclosures governance disclosures governance disclosures
Any governance disclosures produced by « Statement on how the directors have promoted In addition to the current requirements,
companies would be voluntary. the success of the company. companies would be required to provide:

» Annual statement on how the company manages
business risks which includes actions they've
taken to manage corporate fraud and assurance
over the reliability of NFR including annual
reverse stress testing.

* Disclose information covering a fair review of the
company’s business, principal risks, performance,
development, position of business including
trends that might affect future
development/performance.

As disclosure requirements do have costs, they are
periodically reviewed by regulating authorities,
and if it is deemed that those requirements do not
produce benefits, they might be removed.

These disclosures are recommended by the EU
Corporate Sustainability Reporting Directive (CSRD).

These requirements are set out in the Companies Act
(2006) and subsequent amendments and
modifications.






SHOWCARD 5

];‘I[ INFORMATION FORMAT

There are few specific requirements to how non-financial disclosures are currently reported in the UK. However,
there are organisations across the UK and Europe that have set out recommendations on how to standardise non-
financial reporting. Potential levels of requirements are:

Current regulation

I____.__n__._.__n__.___';
' ] [l

2N TN : AN
No requirements for specific Specific measures and metrics Specific measures and metrics in a

format required in reports standardised format required in reports

Companies would report the required

information in whatever format they choose as
llong as the disclosures fulfil the broader
Iinformation requirement.

Companies would be required to report certain Companies would be required to report certain
information in a specific way, such as using information in a specific way and place the
standard units or placing those measures in information in standardised templates.
certain places within the report.

Examples might include impacts per £ of revenue
Examples might include impacts per £ of revenue, report in a table with all impacts of a certain type
or risks quantified as percentage likelihoods or or summary tables of risks to the company
expected values. reported as expected values.

recommended by the International Sustainability recommended by the International Sustainability

|

|

|

|

|

|

I These requirements are the minimum level These requirements are the enhanced level
: Standards Board Standards Board
|

|

|






SHOWCARD 6

ASSURANCE OF INFORMATION

Assurance is how companies verify the information that they disclose. Currently, there is no assurance requirement for
non-financial disclosures, beyond the company’s minimum duty to report accurate information.

Current regulation

¥ = 2 o — o — o —
| g= A= I v= = v= v=

No requirements for Disclosures required to be Disclosures required to be

assurance of disclosures internally assured externally assured

» Disclosures would not be assured beyond the I » Disclosures would be assured by an internal * Disclosures would be assured by an external
company’s minimum duty to report accurate assurance group, which would be tasked with organisation that specialises in the verification of
| information. | transparently verifying all non-financial non-financial information.
information.

* Disclosures would be audited to ensure I * Disclosures would be audited to ensure
| information is not materially misstated. | * Disclosures would be audited to ensure information is not materially misstated.
I I information is not materially misstated.
| |
I These requirements are set out in the Companies I These requirements are the minimum recommended
| Act (2006) and by the Financial Reporting Council | level recommended by the EU non-financial reporting These requirements are the enhanced recommended

(FRO). directive and implemented by some EU member by the EU non-financial reporting directive and
I : 1 states. implemented by some EU member states.
| (CSRD).






SHOWCARD 7 - DIVIDEND YIELD

£ DIVIDEND YIELD

Changes to the costs of disclosures would likely be passed through to investors indirectly. One way this might happen
is through dividend yields. Currently, 95 out of the FTSE100 companies offer dividends, and the amount each company
pays in dividends depends in part on their profitability and by association, their costs. In 2023, the annual average
dividend yield among the FTSE100 was around 4.00%.

While dividend yield may not directly affect your organisation, please keep in mind how changes in dividend yield
would affect the returns of your organisation’s clients, customers, members and/or shareholders it acts on behalf of.






TASK 2 CLICK THROUGH - FRAME 1

In the next set of questions, you will be asked to consider three alternatives for sets of non-financial
reporting requirements for listed companies: the current set of requirements (labelled “No

Change”), Option A, or Option B - and asked to select the set that your organisation would most
prefer. Here is an example of the type of choice you will be asked to make:

Option

Environmental information

No Change

»

Some requirements for
environmental disclosures

A

Nl

Some requirements for
environmental disclosures

B

N

Some requirements for
environmental disclosures

Social information

i

Some requirements for
social disclosures

it aidd
Additional requirements for
social disclosures

No requirements for
social disclosures

Governance information

il

Some requirements for
governance disclosures

m M

Additional requirements
for governance disclosures

No requirements for
governance disclosures

Information format

No requirements for
specific format

Specific measures and
metrics required in reports

Specific measures and
metrics required in reports

Level of assurance

No requirements for
assurance of disclosures

No requirements for
assurance of disclosures

.
o -
o -
o

v - o -

444
11

Disclosures required to
be externally assured

Annual average dividend

yield for listed companies
(dividend yield is the dividend per share
divided by the share price)

4.00% per annum
(an annual return of £400 based on a portfolio
containing £10,000 in listed companies)

3.50% per annum
(an annual return of £350 based on a portfolio
containing £10,000 in listed companies)

4.50% per annum
(an annual return of £450 based on a portfolio
containing £10,000 in listed companies)

Task 2 instructions — part 1 of 5






TASK 2 CLICK THROUGH - FRAME 2

The options will present alternative levels of requirements for:

« Environmental disclosures

Social disclosures

Governance disclosures

Information format

Level of assurance

Annual average dividend yield for listed companies

For a reminder of what each of those levels mean, please see the ‘more information’ link that will
be shown next to each question.

Task 2 instructions — part 2 of 5






TASK 2 CLICK THROUGH - FRAME 3

You will be asked to make 7 choices in total, each time choosing between “no change” to the regulations

and two alternative options. You will only be asked to make one choice per set of options presented.
Each column is an Option - for example this is the “No Change”

Environmental information

No Change

»

Some requirements for
environmental disclosures

Nl

Some requirements for
environmental disclosures

which would keep the current set of reporting requirements.

N

Some requirements for
environmental disclosures

Social information

i

Some requirements for
social disclosures

fiee it
Additional requirements for
social disclosures

No requirements for
social disclosures

Governance information

il

Some requirements for
governance disclosures

m M

Additional requirements
for governance disclosures

No requirements for
governance disclosures

Information format

No requirements for
specific format

Specific measures and
metrics required in reports

Specific measures and
metrics required in reports

Level of assurance

No requirements for
assurance of disclosures

No requirements for
assurance of disclosures

[TTTY
11
[ELLY |
111

Disclosures required to
be externally assured

Annual average dividend

yield for listed companies
(dividend yield is the dividend per share
divided by the share price)

4.00% per annum

(an annual return of £400 based on a portfolio
containing £10,000 in listed companies)

3.50% per annum
(an annual return of £350 based on a portfolio
containing £10,000 in listed companies)

4.50% per annum
(an annual return of £450 based on a portfolio
containing £10,000 in listed companies)

Task 2 instructions — part 3 of 5






TASK 2 CLICK THROUGH - FRAME 4

Changes to the requirements for non-financial reporting could result in changes to the costs
incurred by companies in disclosing that information, including:

e The costs to gather the necessary information.

e The costs to produce and publish the disclosures.
e The costs for having the disclosures assured.

e The costs for auditing disclosures.

Changes to the costs of disclosures would likely be passed through to investors indirectly. One way
this might happen is through dividend yields. Currently, 95 out of the FTSE100 companies offer
dividends, and the amount each company pays in dividends depends in part on their profitability
and by association, their costs.

Each option for regulations is accompanied by an average
dividend rate, which is shown at the bottom of each option.

Annual average dividend

yield for listed companies
(dividend yield is the dividend per share
divided by the share price)

4.00% per annum

(an annual return of £400 based on a portfolio
containing £10,000 in listed companies)

3.50% per annum 4.50% per annum

(an annual return of £350 based on a portfolio (an annual return of £450 based on a portfolio
containing £10,000 in listed companies) containing £10,000 in listed companies)

Task 2 instructions — part 4 of 5






TASK 2 CLICK THROUGH - FRAME 5

We are asking you these questions to determine how important non-financial reporting is in
general, and how important each element to your firm and your clients. When making your choices,
please consider:

e The beneficial information your organisation would get from each option, including how
comparable that information would be and how confident you would be in the quality of the
information.

e How your organisation might use that information, including on behalf of your clients,
customers, members and/or shareholders.

e How your organisation and its clients, customers, members and/or shareholders could benefit
from that information.

e How the accompanying change in dividend yield might also impact your organisation and its
clients, customers, members and/or shareholders.

Task 2 instructions — part 5 of 5






SHOWCARD 8

COMPANIES REQUIRED TO REPORT

The companies currently required to report non-financial information fall into several
different categories. The three categories of company which are subject to the most
extensive requirements are:

ﬂ Listed companies (listed on a major exchange).

ﬁ Non-listed public interest companies (in banking and/or insurance and
having more than 500 employees)

ﬁ Large private companies (more than 500 employees and £500 millionin
annual revenue)

Medium sized companies are also subject to some requirements, depending on their
number of employees and area of business.
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Value of Non-Financial Reporting

Appendix 3 Supporting information for the
stated preference survey

This appendix provides additional information about the development, content, and implementation of the
stated preferences survey. The full survey script is available in Appendix 2, the survey showcards are
available in Appendix 2, and the summary statistics, including sample profile, are available in Appendix 4.

A3.1Best worst scaling (progressive choice) task
The levels used in the progressive choice task are provided in Table A3. 1 and Table A3.2.

These attributes and levels were developed in collaboration with DBT and other stakeholders to have a mix
information in the choice task covering: (i) current UK requirements; (ii) requirements seen in other
reporting frameworks (such as in the EU); and (iii) types of information commonly seen in company reports.
The wording of the information and assurance levels has also been altered in some cases to be easier for
respondents to understand, based on testing in one-to-one interviews. Overall, the final set of attributes
and levels is intended to give a broad range of information that might be included in NFR to better
understand what kinds of information investors prefer most.

References to the source of the information is provided in Table A3. 1 and Table A3.2. In the case of the
assurance attributes (Table A3. 1), this information was also shown to respondents. In the case of the
disclosures themselves (Table A3.2), only the information description itself was shared, while the “category”
and the source is provided here for reference.

Table A3. 1: Progressive choice task- assurance attribute

Level |Short description | Long description (as seen by respondents)

« Disclosures would not be assured beyond the company’s minimum duty to report accurate
information.

1 Not assured « Disclosures would be audited to ensure information is not materially misstated.

These requirements are set out in the Companies Act (2006) and by the Financial Reporting
Council (FRC).

« Disclosures would be assured by an internal assurance group, which would be tasked with
transparently verifying all non-financial information.

2 Internally assured | s Disclosures would be audited to ensure information is not materially misstated.

These requirements are the minimum recommended level by the EU non-financial reporting
directive and implemented by some EU member states.

« Disclosures would be assured by an external organisation that specialises in the verification
of non-financial information.

3 Externally assured | s Disclosures would be audited to ensure information is not materially misstated.

These requirements are the enhanced recommended by the EU non-financial reporting directive
and implemented by some EU member states.
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Value of Non-Financial Reporting

Table A3.2: Progressive choice task- disclosure attributes

No.

Disclosure (specific piece of information, as seen by

Related requirement,

(Level) respondents) Category regulation, or recommendation
Information about climate risks and opportunities including the Related to the recommendations

1(1) effect of those risks and opportunities on the financial position | Env. of TCFD @ as well as CA06 s414CA
and performance of the company over the short-long term. and 414CB ®

Lo . . Required under the Directors
202) Limited |nf0rma.t|0.n on current GHG emissions (Some scope 1 Env. Report (CAO6 Regulations 2013
and scope 2 emissions). " . "
Regulation 77) ©
Disclosure of Scope 1 and 2
emissions and  climate-related
Information on GHG emissions including current scope 1-3 targer ° .clurrently reqwred for
. L . certain entities under the Directors
emissions (which includes supply chain), future targets, and .
3(3) . . . o Env. Report and Strategic Report
strategies to meet those targets including transition plans to . o
o respectively. Scope 3 emissions,
net-zero emissions. . -
requirements to disclose
information about transition plans
is included in IFRS S2.
Environmental information necessary to understand the .
4(4) development, performance, or position of the company’s Env. Currently required as a part of the
elop P Orp P ’ Strategic Report (s414C, part 4b) ©
business.
Policy paper and commitment
L . under the 2019 and 2023
Percentage of revenue that comes from activities that align to
5(5) UK overall environmental targets Env. governments (Green finance
Be. strategy) M Also related to the EU
Green Taxonomy.

6(7) Statement on impacts and risks relating employees, suppliers, Sodial A requirement loosely based on
other stakeholders, and the community. the s172 statement (CA06G) &
Information on company process towards adequate human

7(8) rights due diligence, anti-corruption, tax governance and Sodial EU "minimum safeguard” for
compliance and employee awareness of competition laws and company activities and reporting™
regulations.

Information on employee matters including a gender . This is required by CA06 s414c for

8(13) . . Sodial .
breakdown of employees, directors, and senior managers. quoted companies @

UK statutory guidance, but not

9(14) |Information regarding gender pay gaps in the company. Social required to be included in annual

reports !

10(9) Statements of business conduct including the ethical policies of Gov Common practice which covers
the company. ’ “principles” of the FCA handbook ®

11(10) Statement on how the directors’ have promoted the success of Gov Currently required as a part of the
the company. ’ 5172 statement (CA06) @

Annual statement on how the company manages business risks

12(11) which includes actions they've taken to manage corporate fraud Gov Draft Companies Regulations 2023
and assurance over the reliability of NFR including annual ’ ®), introduced and since withdrawn
reverse stress testing.

Information on the company board and/or committee
composition, how the company is run, how boards take FRC Corporate Governance Code

13(12) . . . . . Gov. . .
decisions, and information on compliance with the corporate and associated guidance @
governance code.
pinipal ok, peformance, development posiion of buses AS required under the Strategic

14 |PMCP P : pment. p Gov. Report (CA06 s414c) and as a part

including trends that might affect future
development/performance.
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Value of Non-Financial Reporting

No. Disclosure (specific piece of information, as seen by Catego Related requirement,
(Level) respondents) egory regulation, or recommendation
The Companies (Directors’
Information on a company's renumeration policy, the role of the Remuneration Policy and Directors’
15 (15) . . . General . .
committee and shareholder voting information. Remuneration Report) Regulations
20190
Aline item that appears in many
16 (16) | Company expenditure on Research and Development. Financial |financial reports and is required

under CA06 5172 @

17 (17) | Major shareholders and their activities relating to the company. | Financial

The FCA has some requirements
for reporting shareholders

18 (18)

Table notes:

Director pay information, including director pay changes
compared to average employee pay changes. required by the Companies Act.

(a)
(b)
(@
(d)

(e)
®
(8
(h)

@i
0

(k)
0

. . Reporting renumeration is
Financial

https://www.fsb-tcfd.org/recommendations/

https://www.legislation.gov.uk/ukpga/2006/46/section/414CA
https://www.legislation.gov.uk/ukdsi/2013/9780111540169/regulation/7
https://www.ifrs.org/news-and-events/news/2022/12/issb-announces-guidance-and-reliefs-to-support-scope-
3-ghg-emiss/

https://www.legislation.gov.uk/ukdsi/2013/9780111540169
https://www.gov.uk/government/publications/green-finance-strategy
https://www.legislation.gov.uk/ukpga/2006/46/part/1 51chapter/5;‘crosshead|ng/dlrectors report/enacted

()
mlnlmum safeguards en.pdf
https://www.legislation.gov.uk/uksi/2013/1970/part/2/made

https://www.gov.uk/government/publications/gender-pay-gap-reporting-guidance-for-
employershttps://www.frc.org.uk/library/standards-codes-policy/corporate-governance/uk-corporate-
governance-code/

hittps://www.handbook.fca.org.uk/handbook/PRIN/2/1.html
hitps: legislati uksi I
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https://www.fsb-tcfd.org/recommendations/
https://www.legislation.gov.uk/ukpga/2006/46/section/414CA
https://www.legislation.gov.uk/ukdsi/2013/9780111540169/regulation/7
https://www.ifrs.org/news-and-events/news/2022/12/issb-announces-guidance-and-reliefs-to-support-scope-3-ghg-emiss/
https://www.ifrs.org/news-and-events/news/2022/12/issb-announces-guidance-and-reliefs-to-support-scope-3-ghg-emiss/
https://www.legislation.gov.uk/ukdsi/2013/9780111540169
https://www.gov.uk/government/publications/green-finance-strategy
https://www.legislation.gov.uk/ukpga/2006/46/part/15/chapter/5/crossheading/directors-report/enacted?view=plain
https://finance.ec.europa.eu/system/files/2022-10/221011-sustainable-finance-platform-finance-report-minimum-safeguards_en.pdf
https://finance.ec.europa.eu/system/files/2022-10/221011-sustainable-finance-platform-finance-report-minimum-safeguards_en.pdf
https://www.legislation.gov.uk/uksi/2013/1970/part/2/made
https://www.gov.uk/government/publications/gender-pay-gap-reporting-guidance-for-employers
https://www.gov.uk/government/publications/gender-pay-gap-reporting-guidance-for-employers
https://www.frc.org.uk/library/standards-codes-policy/corporate-governance/uk-corporate-governance-code/
https://www.frc.org.uk/library/standards-codes-policy/corporate-governance/uk-corporate-governance-code/
https://www.handbook.fca.org.uk/handbook/PRIN/2/1.html
https://www.legislation.gov.uk/uksi/2019/970/contents/made

Value of Non-Financial Reporting

A3.2NFR requirements DCE

Table A3.3 provides the attributes and levels used in the discrete choice experiment (DCE). Prior to
completing the choice task, respondents were provided with information on each of the attributes, through
a set of visual materials (see Figure A3.1 to Figure A3.6). In addition, respondents were provided with visual
instructions on how to complete the choice task. Similar to the selection of attribute levels for the BWS task,
these levels were selected to show a range of potential information that might be included in NFR, based
on the current UK requirements and requirements or suggestions seen in other frameworks.

REPORTING REGULATIONS

Some aspects of non-financial reporting regulation for UK companies include:

Q Environmental disclosures - impacts (such as carbon emissions) and risks (such as risks due to climate
change)

Social disclosures - impacts (such as community programs) and risks (such as exposure to forced or
child labour from suppliers).

Governance disclosures - how the company is managed (such as director pay or company board
structures) and statements on the company’s performance (such as directors’ statements).

|I| Information format - whether the company is required to use certain measurements or formats when
reporting the information from the three categories above.

Assurance of information - the information they include in their disclosures.

Figure A3.1: Summary of attributes as shown to respondents

Q ENVIRONMENTAL DISCLOSURES

Environmental disclosures cover a company's environmental risks and opportunities as well as their
environmental performance and impacts. Below is a summary of the current requirements that apply to most
publicly traded companies (listed on a major exchange in the UK), as well as how those requirements could increase
or decrease with changes to legislation.

I 1
1 |
: I " 1 = :
No requirements for Some requirements for Additional requirements for
environmental disclosures environmental disclosures environmental disclosures
Any environmental disclosures produced by In addition to the current requirements,
companies would be voluntary. ni |d provide:

+ Enviranmental information necessary to
understand the development, performance, or
position of the company’s business.

+ Percentage of revenue that comes from activities
that are “sustainable”, judged by their alignment
to UK environmental targets.

As disclosure requirements do hove costs, they are
periodically reviewed by regulating authorities,
and if it is deemed that those requirements do not
produce benefits, they might be removed,

+ Limited information on current GHG emissions
(Some scope 1 and scope 2 emissions)

+ Information on current scope 1-3 GHG emissions
(which includes supply chain), future targets,
strategies to meet those targets including
transition plans to net-zero emissions.

+ Statements on how the company has considered
its impact on the environment.

+ How the company assesses and manages risk
related to climate change.

« Information on nature-related dependencies,
impacts, risks, and opportunities over the short
and long term.

These requirements are set out in the Companies Act
(2006) and subsequent omendments and
modifications.

These disclosures are recommended by the
International Sustainability Standards Board

Figure A3.2: Environmental disclosure levels as shown to respondents
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SHOWCARD 3

m SOCIAL DISCLOSURES

Social disclosures cover a company’s impacts, risk, and opportunities relating to their employees, suppliers,
other stakeholders, and the wider community. Below is a summary of the current requirements that apply to most
publicly traded companies (listed on a major exchange in the UK), as well as how those requirements could increase
or decrease with changes to legislation.

_Current regulation_ _ _

2 ! 1 =
N | S ! fivt #ht
g | . 1 = g
No requirements for Some requirements for Additional requirements for
social disclosures social disclosures social disclosures

Any social disclosures produced by companies + Staternent on impact to employees, suppliers, In addition to the current requirements,
would be voluntary. other stakeholders, the community. companies would be required to provide:

As disclosure requirements do hove costs, they are
periodically reviewed by regulating autharities,
and if it is deemed that those requirements do not
produce benefits, they might be removed.

« Statements regarding human rights, anti-bribery,
and anti-modern slavery.

« Information on company process towards
adequate human rights due diligence, anti-
corruption, tax governance and compliance and
employee awareness of competition laws and

+ Information on employee matters including a
regulations.

1

I

I

I

I

| ender breakdown of employees, directors, and
B ploy

| senior managers, as well as gender pay gaps.

« Information an how the company considers

1 social targets in the UN Sustainable Development

1  These requirements are set out in the Companies Act Goals (SDGs) (if at all).

(2006) and subsequent amendments and

| modifications. These disclosures are recommended by the EU

ifi y

I

1

|

Corporate Sustoinability Reporting Directive (CSRD).

Figure A3.3: Social disclosure levels as shown to respondents

SHOWCARD 4

m GOVERNANCE DISCLOSURES

Governance disclosures cover a company’s governance structures, policies, and non-financial information
about the company's business and strategy. Below is a summary of the current requirements that apply to most
publicly traded companies (listed on a major exchange in the UK), as well as how those requirements could increase
or decrease with changes to legislation.

_Current regulation_ _ _

| _ I
| 1
g | ; | = -
No requirements for Some requirements for Additional requirements for
governance disclosures governance disclosures governance disclosures

Any governance disclosures produced by + Statement on how the directors have promaoted In addition to the current requirements,
companies would be voluntary. the success of the company. companies would be required to provide:

As disclosure requirements do hove costs, they are
periodically reviewed by regulating autharities,
and if it is deemed that those requirements do not
produce benefits, they might be removed.

+ Disclose information covering a fair review of the
company's business, principal risks, performance,
development, position of business including
trends that might affect future
development/performance.

= Annual statement on how the company manages
business risks which includes actions they've
taken to manage corporate fraud and assurance
over the reliability of NFR including annual
reverse stress testing.

These requirements are set out in the Companies Act
(2006) and subsequent amendments and
modifications.

These disclosures are recommended by the EU
Corporate Sustainability Reporting Directive (CSRD).

Figure A3.4: Governance disclosure levels as shown to respondents
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SHOWCARD 5

@ INFORMATION FORMAT

Current regulation

No requirements for specific
format

Companies would report the required
information in whatever format they choose as
llong as the disclosures fulfil the broader
Ilnfcrrnatlcn requirement.

Gl

Specific measures and metrics
required in reports

Companies would be required to report certain
information in a specific way, such as using
standard units or placing those measures in
certain places within the report.

Examples might include impacts per £ of revenue,
or risks quantified as percentage likelihoods or
expected values,

These requirements are the minimum level
recommended by the international Sustainability
Standards Board

There are few specific requirements to how non-financial disclosures are currently reported in the UK. However,
there are organisations across the UK and Europe that have set out recommendations on how to standardise non-
financial reporting. Potential levels of requirements are:

Specific measures and metrics in a
standardised format required in reports

Companies would be required to report certain
information in a specific way and place the
information in standardised templates.

Examples might include impacts per £ of revenue
repart in a table with all impacts of a certain type
ar summary tables of risks to the company
reported as expected values.

These requirements are the enhanced level
recommended by the International Sustainabifity
Standards Board

Figure A3.5: Information format levels as shown to respondents

SHOWCARD 6

Current regulation

No requirements for
assurance of disclosures

I Disclosures would not be assured beyond the
company’s minimum duty to report accurate

information.

| information is nat materially misstated.
I
I
| These requirements are set out in the Companies I

| Act (2006) and by the Financiol Reporting Council |
(FRC).

|
I
I- Disclosures would be audited to ensure I
|
I
|

ASSURANCE OF INFORMATION

o
-
o
¥

Disclosures required to be
internally assured

+ Disclosures would be assured by an internal
assurance group, which would be tasked with
transparently verifying all naon-financial
information.

+ Disclosures would be audited to ensure
information is not materially misstated.

These requirements are the minimum recommended
level recommended by the EU non-financial reporting
directive and implemented by some EU member
states.

Assurance is how companies verify the information that they disclose. Currently, there is no assurance requirement for
non-financial disclosures, beyond the company’s minimum duty to report accurate information.

o
o
o
v

Disclosures required to be
externally assured
+ Disclosures would be assured by an external

organisation that specialises in the verification of
non-financial infermation.

+ Disclosures would be audited to ensure
information is not materially misstated.

These requirements are the enhanced recommended
by the EU non-financial reporting directive and
implemented by some EU member stales.
(CSRD).

Figure A3.6: Assurance of information levels as shown to respondents
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Table A3.3: Attributes and levels for the discrete choice experiment (and source of that requirement)

Attribute

Level 1

Level 2

Level 3

Environmental

No requirements for environmental
disclosures
No requirement to disclose any environmental

Some requirements for environmental
disclosures
The current requirements as set out in the

Additional requirements for environmental
disclosures
Disclosures required as per the recommendations of

disclosures . . . . . . .

information. Companies may still do so on a Companies Act (2006) and subsequent amendments | the Green Finance Institute (GFI).

voluntary basis. and modifications.

No requirements for social disclosures Some requirements for social disclosures Additional requirements for social disclosures
Social No requirement to disclose any environmental The current requirements as set out in the Disclosures required as per the recommendations of
disclosures information. Companies may still do so on a Companies Act (2006) and subsequent amendments | the EU Corporate Sustainability Reporting Directive

voluntary basis. and modifications. (CSRD).

No requirements for governance disclosures Some requirements for governance Additional requirements for governance
Governance No requirement to disclose any environmental disclosures disclosures
disclosures information. Companies may still do so on a The current requirements as set out in the Disclosures required as per the recommendations of

voluntary basis. Companies Act (2006) and subsequent amendments | the EU Corporate Sustainability Reporting Directive

and modifications. (CSRD).

No requirements for specific format Specific measures and metrics required in Specific measures and metrics in a
Format of Companies report the required information in reports standardised format required in reports
reporting whatever format they choose to fulfil the broader The minimum level recommended by the The enhanced level recommended by the

disclosure requirements. International Sustainability Standards Board. International Sustainability Standards Board.

No requirements for assurance of disclosures | Disclosures required to be internally assured Disclosures required to be externally assured
Level of The requirements as set out in the Companies Act The minimum recommended level by the EU non- The enhanced recommended requirements by the
assurance (2006) and by the Financial Reporting Council (FRC). | financial reporting directive and implemented by EU non-financial reporting directive, implemented

some EU member states. by some EU member states. (CSRD).

Dividend yield Seven levels were used, all expressed in terms of average annual dividend yield for listed companies: 3.50%, 3.75%, 3.90%, 4.00%, 4.10%, 4.25%, and

(price variable)

4.50% annual average dividend yield.
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Appendix 4 : Summary statistics

g Appendix 4a: Summary statistics (Private)

g Appendix 4b: Summary statistics (Professional)
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Summary Statistics

Final data (Private investors)

Date:
Number of Respondents

03/01/2024

213

Section A: Respondent screening & profile

Q1. Do you have any of the following investments or assets?

n % (by number of responses) | % (by number of respondents)
Workplace pension 152 14% 71%
Private pensions 143 14% 67%
Independent savings account (ISA) 188 18% 88%
Compﬁny stocks (or other company 144 14% 68%
securities)
Company bonds (or other company 30 3% 14%
debts)
Mutual funds 79 7% 37%
Index funds (i.e. market tracking funds) 102 10% 48%
Derlvatlvgs. (such as options, futures, or 9 1% 1%
short positions)
Government bonds 5 0% 2%
Micro loans (peer-to-peer lending) 123 12% 58%
Certificates of deposit 35 3% 16%
Real estate (primary residence) 12 1% 6%
ReaTI estate (residential, not your primary 2 2% 10%
residence)
Real estate (commercial) 15 1% 7%
Ownershlp in cc?mpanles that you are 0 0% 0%
actively involved in
Other (please specify) 0 0% 0%
Total 1059 100% N/A

Note: respondents were allowed to choose more than one option
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Q2. What is the overall (current) value of your assets and investment portfolio?

n %
Less than £5,000 2 1%
£5,001 - £10,000 3 1%
£10,001 - £25,000 10 5%
£25,001 - £50,000 16 8%
£50,001 - £100,000 16 8%
£100,001 - £250,000 43 20%
£250,001 - £500,000 41 19%
£500,001 - £1 million 39 18%
More than £1 million 36 17%
I'd rather not say 7 3%
Total 213 100%

Q3. Please could you estimate what percentage of your investment portfolio is held in UK listed companies?

Average Median ‘ Min Max No. of Respondents

Percentage of portfolio held in UK 46% 40% 0% 100% 195

n %
<25% 50 23%
Between 25% and 50% 73 34%
More than 50% 72 34%
Does not know 18 8%
Total 213 100%
Q4. How do you primarily manage your investment portfolio?

n %
An advisor that invests on my behalf 15 7%
I‘nvest' mysglf, but corTsuIt with a 10 5%
financial advisor before doing so
Invest myself, but consult with sources
of advice ‘other than a ﬂna’naal adwspr 102 48%
before doing so (such as friends, family,
or online sources)
Invest myself without any outside advice 71 33%
Invgst through my bank or building 3 4%
society
Invest through my employer (e.g. 4 2%
company share scheme)
Other (please specify) 3 1%
Total 213 100%
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Q5. How do you purchase and sell those investments?

n % (by number of responses) | % (by number of respondents)
Through an online platform/fund 164 74% 90%
supermarket (e.g. Hargreaves Lansdown)
Through arT online investment service 39 17% 21%
(e.g. Wealthify, Nutmeg)
Qn the phgne or via email with a 10 2% 5%
financial advisor
Other (please specify) 10 4% 5%
Total 223 100% N/A

Note: *respondents were allowed to choose more than one option; ** Only asked to respondents who chose 2, 3 or 4in Q4

Q6. How often do you (or your advisors on your behalf) buy or sell securities (such as stocks), debts (such as bonds), or derivatives (such as futures)?

n %
Every day 0 0%
Weekly (1-4 times a week) 7 3%
Monthly (1-4 times a month) 66 31%
Yearly (1-11 times a year) 104 49%
Less than once a year 24 11%
| don't know 12 6%
Total 213 100%
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Section B: Disclosures and non-financial information

Q7a. Out of the list of disclosures below, which ones have you personally used when making investment decisions in the past year?

n % (by number of responses) | % (by number of respondents)
Financial ~ report and statements,
including  balance shegts, .|ncorr1e 126 2% 6%
statements, cash flow (i.e. financial
information contained in an Annual
Strategic report, Directors’ report and
corpgrate 'go.vernancc.e sFatement' (i.e. 36 15% 16%
non-financial information included in an
Annual Report)
Sustainability and/or Corporate Social
Responsibility (CSR) reports |s'sued by a 20 7% 29%
company (separate to their Annual
Report)
Responses to questionnaires and data
requests for financial or non-financial 11 2% 6%
information that you issued
RegL'JIatorylnews announcements (e.g. o8 17% 539%
profit warnings)
Earnings reports 94 16% 51%
Company press releases 93 16% 50%
Other (please specify) 17 3% 9%
None of these 16 3% 9%
I don't know 2 0% 1%
Total 583 100% N/A

Note: *respondents were allowed to choose more than one option; ** Only asked to respondents who chose 2, 3, 4or 7 in Q4
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Q7b. What information do you think your advisors or organisation use when investing on your behalf?

n % (by number of responses) | % (by number of respondents)
Financial ~ report and statements,
including  balance shegts, .|ncorr1e 20 1% 74%
statements, cash flow (i.e. financial
information contained in an Annual
Strategic report, Directors’ report and
corpgrate 'go.vernancc.e sFatement' (i.e. 14 14% 8%
non-financial information included in an
Annual Report)
Sustainability and/or Corporate Social
Responsibility (CSR) reports |s'sued by a 1 1% 6%
company (separate to their Annual
Report)
Responses to questionnaires and data
requests for financial or non-financial 7 7% 4%
information that you issued
RegL'JIatorylnews announcements (e.g. 13 13% 79
profit warnings)
Earnings reports 19 20% 10%
Company press releases 8 8% 4%
Other (please specify) 0 0% 0%
None of these 1 1% 1%
I don't know 4 4% 2%
Total 97 100% N/A

Note: *respondents were allowed to choose more than one option; ** Only asked to respondents who chose 1,3 or 6 in Q4

Q8. How much time do you think you spend using company disclosures in your average week?

n %
0 hours per week 27 13%
Less than 1 hour a week 117 55%
1-3 hours per week 50 23%
4-6 hours per week 10 5%
7-10 hours per week 3 1%
More than 10 hours per week 1 0%
| don't know 5 2%
Total 213 100%

Note: *respondents were allowed to choose more than one option; ** Only asked to respondents who chose 1,3 or 6 in Q4
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Q9. What portion of the time (SHOW RESPONSE FROM Q8) you spend reviewing company disclosures is devoted to non-financial information?

n %
None 41 19%
Around 10% 49 23%
Around 25% 41 19%
Around 50% 31 15%
More than 50% 14 7%
I don't know 37 17%
Total 213 100%

Q10. What do you expect non-financial disclosures indicate about a company, or what would you expect non-financial disclosures to indicate?

n % (by number of responses) | % (by number of respondents)
How the company would perform in the 45 7% 21%
short term.
How the company would perform in the 102 17% 48%
long term.
How well the company is managed. 101 16% 47%
The overall environmental impact of the 69 1% 300
company.
The dependency of the company on
nature or it's resilience to climate 31 5% 15%
change.
The overall social impact of the 55 9% 26%
company.
How much risk the company is exposed 105 17% 29%
to.
What opportunities the company has in 108 18% 519
the near future.
Total 616 100% N/A

Note: *respondents were allowed to choose up to three statements

Q11. First Choice Exercise - Best Worst Scaling
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Q12. When making your choices, what were the main reasons why you selected an option?

n % (by number of responses) | % (by number of respondents)
How 'the' company would perform 3 7% 20%
financially in the short term.
How 'the- company would perform 119 20% 56%
financially in the long term.
How well the company is managed. 136 23% 64%
The overall environmental impact of the 54 9% 25%
company.
The dependency of the company on
nature or it's resilience to climate 26 4% 12%
change.
The overall social impact of the P 7% 20%
company.
tHow much risk the company is exposed 109 18% 519
0.
What opportunities the company has in 64 11% 30%
the near future.
Other (Please specify) 3 0% 1%
If you don’t agree with any of the responses above, please select the st 0%
I didn't really prefer any of the options 6 1% 39
over the others.
Other (please specify) 1 0% 0%
Total 603 100% N/A

Note: *respondents were allowed to choose up to three statements

Section C: Non-financial reporting regulations

Q13. How do you think increased environmental disclosures might be most beneficial to you?

n %
Allgnmg‘ my portfolio to my moral and 83 21%
ethical views.
Maximising the returns of my portfolio in 5 2%
the short term.
Maximising the returns of my portfolio in 1 19%
the long term.
M|n|m|2|ng my portfolios exposure to M 19%
risk.
Other (please specify) 4 2%
These disclosures wouldn't be beneficial 34 16%
to me.
Total 213 100%
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Q14. How do you think increased social disclosures might be most beneficial to you?

n %
Allgnmg.my portfolio to my moral and 99 16%
ethical views.
Maximising the returns of my portfolio in 6 3%
the short term.
Maximising the returns of my portfolio in 34 16%
the long term.
M|n|m|2|ng my portfolios exposure to 2 15%
risk.
Other (please specify) 4 2%
These disclosures wouldn't be beneficial 33 18%
to me.
Total 213 100%

Q15. How do you think increased governance disclosures might be most beneficial to you?

n %
Allgnmg‘ my portfolio to my moral and 48 23%
ethical views.
Maximising the returns of my portfolio in 9 2%
the short term.
Maximising the returns of my portfolio in 50 23%
the long term.
M|n|m|2|ng my portfolios exposure to 86 40%
risk.
Other (please specify) 4 2%
These disclosures wouldn't be beneficial 16 8%
to me.
Total 213 100%

Q16. How do you think increased requirements on information format might be most beneficial to you?

n %
Fln‘dlng the information | want more 26 12%
quickly.
Being able ts) compare ' information 124 58%
across companies more easily.
Usmg more information in my decision a 1%
making.
Other (please specify) 4 2%
These disclosures wouldn't be beneficial 15 7%
to me.
Total 213 100%





Value of Non-Financial Reporting

Q17. Second choice exercise - Discrete choice experiment

Q18. How easy or difficult was it to select your most preferred option for disclosure requirements?

n %
Very easy 10 5%
Fairly easy 78 37%
Neither easy nor difficult 45 21%
Fairly difficult 67 31%
Very difficult 13 6%
Don't know / prefer not to say 0 0%
Total 213 100%
Q19. Why did you find making choices difficult?
n % (by number of responses) | % (by number of respondents)
There was not enough information to 14 14% 18%

make my choices

The instructions were not clear 2 2% 3%

The information on the choice that was

) 7 7% 9%
provided was not clear
It was hard to decide which choices | 63 69% 85%
preferred
| didn't understand Why I was being 5 20 39
asked to make these choices
Other (please specify) 6 6% 8%
Total 99 100% N/A

Note: *respondents were allowed to choose more than one option; ** Only asked to respondents who chose 4 or 5in Q18

Q20. Which of these statements best describes how you made your choices between the different options?

n %
I-c‘hose qptlons that had the largest 2 10%
dividend yield
| chose options that offered a balance
between the reporting requirements 108 51%
and the dividend yield
| chose options based on the reporting
requirements  irrespective  of the 65 31%
dividend yield
None of the above ALWAYS POSITION 9 2%
THIS RESPONSE SECOND LAST
Other (please specify) 9 4%
Total 213 100%

Note: *respondents were allowed to choose more than one option; ** Only asked to respondents who chose 4 or 5in Q18
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Q21. You selected the current reporting requirements in most of your choices. Why? (OPEN ENDED)

| think the current requirements are
adequate and additional requirements 18 8%
for reporting wouldn't benefit me

I understand the current requirements
and don't think changes to those 12 6%
requirements would benefit me

| think there are too many requirements

already and more reporting wouldn't 10 5%
benefit me

I think changes to requirements for

reporting would negatively impact the 8 4%

returns on my portfolio

| don't want companies to have to spend
more time or resources producing non- 17 8%
financial reports

I don't think changes to regulations
would lead to better disclosures

" 5%

I think companies can be trusted to
disclose necessary information 3 1%
voluntarily

| don't think the government should be
creating  additional regulations  for 11 5%
companies

Other (please specify) 1 0%

Total 91

10
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Q22. Please rate the importance of the following dimensions of the choices you made:

Not important Somewhat important Important Very important Total
The ‘ environmental information 57 03 59 34 213
requirements
The social information requirements 40 91 55 27 213
The ‘ governance information 14 59 08 0 213
requirements
The information format requirements 19 92 69 33 213
The assurance requirements 10 72 79 52 213
The dividend yield 9 60 88 56 213

Not important Somewhat important Important Very important Total
The ‘ environmental information 13% 24% 28% 16% 100%
requirements
The social information requirements 19% 43% 26% 13% 100%
The governance information

) 7% 28% 46% 20% 100%
requirements
The information format requirements 9% 43% 32% 15% 100%
The assurance requirements 5% 34% 37% 24% 100%
The dividend yield 4% 28% 41% 26% 100%
Q23. How important is dividend yield to you currently when you are choosing between potential investments?
n %

Not important 21 10%
Somewhat important 69 32%
Important 78 37%
Very important 45 21%
Total 213 100%

Q24. Generally, the requirement for companies to report non-financial information apply to large, listed companies. In a sentence, please write why you would or would not benefit from other types of

1
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Section D: Follow-up questions

Q25. Please indicate how much you agree with the following statements.

| think the choices | made in this survey and this research
overall will influence future non-financial reporting regulations.

I think the choices | made in this survey and this research
overall will influence the costs passed on to investors due to
non-financial reporting regulations.

n % n %
Completely disagree 3 1% 4 2%
Somewhat disagree 40 19% 38 18%
Somewhat agree 151 71% 133 62%
Completely agree 19 9% 38 18%
Total 213 100% 213 100%
Q26. What is your primary goal when you invest in companies?

n %
Minimising my portfolio’s exposure to ris} 5 2%
Maximising the short term return of my p 7 3%
Maximising the long term return of my pc 140 66%
Minimising the negative environmental in 9 4%
To maximise the positive social impact of 7 3%
I have a mixture of goals for my investing 44 21%
Other - please specify 1 0%
Total 213 100%

Q27. Please indicate how much you agree with the following statements.

I trust financial information disclosed by companies.

| trust non-financial information disclosed by companies.

n % n %
Completely disagree 5 2% 9 4%
Somewhat disagree 32 15% 54 25%
Somewhat agree 151 71% 146 69%
Completely agree 25 12% 4 2%
Total 213 100% 213 100%

12
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Section E: Respondent Profile

Q28. Please indicate your age

n %

18-24 2 1%
25-34 22 10%
35-44 34 16%
45-54 25 12%
55-64 54 25%
65+ 76 36%
Total 213 100%
Q29. Please indicate your gender

n %
Male 167 78%
Female 44 21%
Prefer to identify another way 1 0%
Prefer not to say 1 0%
Total 213 100%
Q30. Which of the following best describes your current employment status?

n %
Self-employed 16 8%
Employed full-time (30 hours per week 87 21%
or more)
Employed part-time (8 - 29 hours per 10 5%
week)
Employed working less than 8 hours a 1 0%
week
Student 1 0%
Unemployed - seeking work 0 0%
Unemployed - not seeking work/other 2 1%
I_-ooklng after the home/children full- 3 1%
time
Retired 90 42%
Qnable to work due to temporary 0 0%
sickness
Qnable to ‘worfkl due to long-term 0 0%
sickness or disability
Other (please specify) 2 1%
Prefer not to say 1 0%
Total 213 100%

13
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Q31. Please describe how many adults are in your household

n %
One adult (myself) 43 20%
Two adults (married and/or partnership) 137 64%
Two adults (other relationship) 11 5%
More than two adults 18 8%
Prefer not to say 4 2%
Total 213 100%
Q32. Please describe how many children are in your household

n %
No children 165 77%
One child 19 9%
Two children 20 9%
Three children 5 2%
Four or more children 1 0%
Other (please specify) 1 0%
Prefer not to say 2 1%
Total 213 100%

Q33. Please can you indicate your total

annual household income befor

e tax and other deductions?

n %
Up to £31,999 36 17%
£32,000 - £63,999 71 33%
£64,000 - £95,999 60 28%
£96,000 and over 31 15%
Don't know 3 1%
Prefer not to say 12 6%
Total 213 100%

14
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Q34.At what level did you complete your education? If you are still studying, which level best describes the highest level of education you have obtained until now?

n %
O levels / CSEs / GCSEs (any grades) 9 4%
A Ig\(els / AS level / higher school 1 50
certificate
NVQ (Level 1 and 2). Foundation /
Intermediate / Advanced GNVQ / HNC / 7 3%
HND
Other qualifications (e.g. City and Guilds, 14 7%
RSA/OCR, BTEC/Edexcel))
First degree (e.g. BA, BSc) 65 31%
Higher degre(la '(e.g. MA, Php, PGCE, post 59 28%
graduate certificates and diplomas)
Professional  qualifications  (teacher,
doctor, dentist, architect, engineer, 47 22%
lawyer, etc.)
No qualifications 1 0%
Prefer not to say 0 0%
Total 213 100%

15
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Q35. What is your ethnic group?

\ n %
White
English/Welsh/Scottish/Northern Irish/Bri 167 78%
Irish 2 1%
Gypsy or Irish Traveller 0 0%
Any other White background, please desc 12 6%
Mixed/Multiple ethnic groups
White and Black Caribbean 2 1%
White and Black African 1 0%
White and Asian 4 2%
Any other Mixed/Multiple ethnic backgrol 0 0%
Asian/Asian British
Indian 11 5%
Pakistani 2 1%
Bangladeshi 1 0%
Chinese 5 2%
Any other Asian background, please desc 2 1%
Black/ African/Caribbean/Black British
African 1 0%
Caribbean 0 0%
Any other Black/African/Caribbean backg| 1 0%
Other ethnic group

Arab 0 0%
Any other ethnic group, please describe 2 1%
Total 213 100%

Q36. Considering all of the information that you have been given, overall, how easy or difficult was it to answer the questions in this survey?

n %
Very easy 24 11%
Fairly easy 94 44%
Neither easy nor difficult 52 24%
Fairly difficult 39 18%
Very difficult 4 2%
Don't know / prefer not to say 0 0%
Total 213 100%

16
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Q37. Did you think this survey was:

% (by number of respondents)

n % (by number of responses)
Interesting 163 52% 77%
Easy 15 5% 7%
Too long 20 6% 9%
Difficult to understand 19 6% 9%
Educational 72 23% 34%
Unrealistic / not credible 9 3% 4%
Other (please specify) 12 4% 6%
None of these 3 1% 1%
Total 313 100% N/A

Note: Respondents were allowed to choose more than one option
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Summary Statistics

Final data (Professional Investors)

Date: 03/01/2024
Number of Respondents 187

Section A: Respondent screening & profile

Q1. What is your role/title within your organisation?

n %

Retail investment sector 128 68%

Discretionary Fund Manager 30 16%

Wealth Manager 15 8%

Independent Financial Adviser (IFA) 36 19%

Financial Planner 16 9%

Mortgage Adviser 0 0%

Paraplanner 29 16%

Private banker 0 0%

Restricted Adviser 0 0%

Stockbroker 1 1%

Other role within the retail investment ] 1%
sector

Institutional investment sector 37 20%

Pension Fund CEO 1 1%

Pension Fund CIO 1 1%

Pension Portfolio Manager 0 0%

Pensions Investment Manager 6 3%

Scheme Manager 5 3%

Trustee 7 4%

Chair of Trustees 4 2%

Employee Benefits Consultant 0 0%

Fiduciary Manager 1 1%

Fund Manager 1 1%

Fund of Fund Manager 0 0%

Portfolio Manager 10 5%

Manager Researcher 1 1%

Other role within a scheme (pleése 0 0%
specify):

Consultants and professional trustees 22 12%
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Q1. What is your role/title within your organisation? (Continued)

Independent / Professional Trustee 3 2%
Research Analyst 3 2%

Investment Consultant 15 8%

Other role within a consultancy (please ] 1%

specify):

Total 187 100%

n %

. 22 12%

Consultants and professional trustees

Institutional investors (schemes) 37 20%
Retail intermediateries 128 68%
Total 187 100%
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Q2. Which of the following does your role involve?

n % (by number of responses) % (by number of
respondents)

Research - desk-based research into
companies and funds to inform 122 16% 65%
investment decisions
Analysis - compz?rison of companies and 110 14% 59%
funds to inform investment
V'aluati.on - dletermining the value and/or 45 6% 24%
risk of investing in a company
Portfolio construction - using research,
analysis, and valuation outputs to create 121 16% 65%
portfolios based on a set of criteria
Investment decisions - using research,
ana.ly-5|s, and yalgétlon outputs to make 143 19% 76%
decisions on individual or groups of
investments
Stewardship - overseeing or managing
funds, trusts, or sitting on committees 33 4% 18%
and boards
Reporting - reporting on aspects of
investments, such as expected returns or 76 10% 41%
risks
Advising - giving advice to other
individuals or groups as to their 114 15% 61%
investment decisions
Other (please specify) 3 0% 2%
Total 767 100% N/A

Note: Respondents were allowed to choose more than one option
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Q3. Which of the following investments or asset types do you work with?

% (b ber of
n % (by number of responses) 6 (by number o
respondents)
Workplace pensions 89 11% 48%
Private pensions 115 14% 61%
Company stocks (or other compan
pany ( pany 81 10% 43%
securities)
Company bonds (or other company 63 8% 349%
debts)
Mutual funds 132 16% 71%
152 18% 81%
Index funds (i.e. market tracking funds) ° °
Derivative's‘ (such as options, futures, or >4 3% 13%
short positions)
Government bonds 87 11% 47%
Micro loans (peer-to-peer lending) 2 0% 1%
Certificates of deposit 3 0% 2%
Real estate (residential, not your clients'
4 ( y 18 2% 10%
primary residence)
Real estate (commercial) 49 6% 26%
Ownership in companies that you are 5 1% 3%
actively involved in
Other (please specify) 3 0% 2%
None of the above 0 0% 0%
Total 823 100% N/A

Note: Respondents were allowed to choose more than one option
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Section B: Disclosures and non-financial information

Q6. Out of the list of disclosures below, which ones have you used as a part of your role in the past year?

% (by number of
n % (by number of responses) or(es):)ondents)
Financial report and statements,
including balance sheets, income
S ) 91 49% 16%
statements, cash flow (i.e. financial
information contained in an Annual
Strategic report, Directors’ report and
corporate governance statement (i.e. non-
) - S ) 48 26% 9%
financial information included in an
Annual Report)
Sustainability and/or Corporate Social
Responsibility (CSR) reports issued by a
P Y (CSR) rep ) y 59 32% 11%
company (separate to their Annual
Report)
Responses to questionnaires and data
) . ) ) 44 24% 8%
requests for financial or non-financial
information that you issued
Regulatory news announcements (e.g.
g‘ y. (e8 79 42% 14%
profit warnings)
Earnings reports 61 33% 11%
Company press releases 75 40% 14%
S ies of discl h
ummaries of company disclosures (suc 61 330 1%
as those prepared by analysts)
Other (please specify) 2 1% 0%
None of these 30 16% 5%
I don't know 4 2% 1%
Total 554 296% N/A

Note: Respondents were allowed to choose more than one option

Q7. How much time do you think you spend using company disclosures in an average week?

n %
0 hours per week 30 16%
Less than 1 hour a week 71 38%
1-3 hours per week 65 35%
4-6 hours per week 13 7%
7-10 hours per week 2 1%
More than 10 hours per week 1%
| don't know 4 2%
Total 187 100%
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Q8. What portion of the time (SHOW RESPONSE FROM Q7) you spend reviewing company disclosures is devoted to non-financial information?

n %
None 55 29%
Around 10% 43 23%
Around 25% 50 27%
Around 50% 17 9%
More than 50% 12 6%
| don't know 10 5%
Total 187 100%

Q9. What do you expect non-financial disclosures indicate about a company, or what would you expect non-financial disclosures to indicate?

% (by number of
n % (by number of responses) 6 (by nu
respondents)
How the company would perform in the 34 6% 18%
short term
How the company would perform in the
pany P 70 13% 37%
long term
How well the company is managed 104 20% 56%
The overall environmental impact of the 79 15% 42%
company
The dependency of the company on 33 6% 18%
nature or it's resilience to climate change
58 1% 31%
The overall social impact of the company ’ °
How much risk the company is exposed
panyis exp 79 15% 42%
to
What opportunities the company has in 74 14% 40%
the near future
Total 531 100% N/A

Note: Respondents were allowed to choose more than one option
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Q12.When making your choices, what were the main reasons why you selected an option? Please select up to 3 statements.

% (by number of
n % (by number of responses) 6 (by nu
respondents)
How .the‘ company would perform 29 5% 16%
financially in the short term.
How 'the‘ company would perform 94 18% 50%
financially in the long term.
How well the company is managed. 127 24% 68%
The overall environmental impact of the 73 14% 39%
company.
The depgndenc'y' of the 'company on 19 1% 10%
nature or it's resilience to climate change.
The overall social impact of the company. 51 10% 27%
How much risk the company is exposed 99 19% 53%
to.
What opportunities the company has in 38 70 20%
the near future.
Other (please specify) 2 0% 1%

If you don’t agree

with any of the responses above, please select the statement below.

| didn't really prefer any of the options

1 0% 0%
over the others.
Other (please specify) 1 0% 0%
Total 534 100% N/A

Note: Respondents were allowed to choose more than one option
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Section C: Non-financial reporting regulations

Q13. How do you think increased environmental disclosures might be most beneficial to your organisation and the clients, customers, members and/or shareholders your organisation

acts on behalf of?

n %
Allgnlng investments to moral and ethical 105 56%
views.
Maximising the returns of investments in 2 1%
the short term.
Maximising the returns of investments in 34 18%
the long term.
Minimizing investments exposure to risk. 33 18%
Other (please specify) 0 0%
These disclosures wouldn't be beneficial
to my organisation or the investors it 13 7%
represents.
Total 187 100%

Q14. How do you think increased social disclosures might be most beneficial to your organisation and the clients, customers, members and/or shareholders your organisation acts on

behalf of?

n %
Allgnlng investments to moral and ethical 112 60%
views.
Maximising the returns of investments in 3 20
the short term.
Maximising the returns of investments in 31 17%
the long term.
Minimizing investments exposure to risk. 24 13%
Other (please specify) 1 1%
These disclosures wouldn't be beneficial
to my organisation or the investors it 16 9%
represents
Total 187 100%
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Q15.How do you think increased governance disclosures might be most beneficial to your organisation and the clients, customers, members and/or shareholders your organisation acts
on behalf of?

n %
Allgnlng investments to moral and ethical 55 20%
views.
Maximising the returns of investments in 3 2%
the short term.
Maximising the returns of investments in M 220
the long term.
Minimizing investments exposure to risk. 72 39%
Other (please specify) 0 0%
These disclosures wouldn't be beneficial
to my organisation or the investors it 16 9%
represents. ALWAYS POSITION THIS
RESPONSE LAST
Total 187 100%

Q16.How do you think increased requirements on information format might be most beneficial to your organisation and the clients, customers, members and/or shareholders your
organisation acts on behalf of?

n %
Finding Fhe information | use in my role 15 8%
more quickly.
Being ab-Ie to compalfe information across 126 67%
companies more easily.
Using more information in my decision
makin.g ' or my analys'is for my 1 17%
organisation or the investors it
represents.
Other (please specify) 0 0%
These disclosures wouldn't be beneficial
to my organisation or the investors it 14 70
represents. ALWAYS POSITION THIS
RESPONSE LAST
Total 187 100%
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Q18. How easy or difficult was it to select your most preferred option for disclosure requirements?

n %
Very easy 9 5%
Fairly easy 56 30%
Neither easy nor difficult 44 24%
Fairly difficult 72 39%
Very difficult 4 2%
Don't know / prefer not to say 2 1%
Total 187 100%
Q19. Why did you find making choices difficult?

% (by number of
n % (by number of responses) o (by nu
respondents)

There was noF enough information to 5 6% 70
make my choices
The instructions were not clear 2 2% 3%
The |'nformat|on on the choice that was 4 5% 5%
provided was not clear
It was halid tg make a choice on behalf of 12 14% 16%
my organisation
I didn't understanq why | was being asked 4 5% 5%
to make these choices
It was hard to make choices between the 59 68% 78%
options that were offered
Other (please specify) 1 1% 1%
Total 87 100% N/A

Note: Respondents were allowed to choose more than one option

Q20. Which of these statements best describes how you made your choices between the different options?

n %
I‘c'hose (?ptions that had the largest 13 7%
dividend yield
| chose options that offered a balance
between the reporting requirements and 110 59%
the dividend yield
| chose options based on the reporting
requirements irrespective of the dividend 52 28%
yield
None of the above 11 6%
Other (please specify) 1 1%
Total 187 100%
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Q21. You selected the current reporting requirements in most of your choices. Why?

% (by number of responses)

% (by number of
respondents)

| think the current requirements are
adequate and additional requirements
for reporting wouldn't benefit my
organisation.

20

17%

37%

| understand the current requirements
and don't think changes to those
requirements would benefit my
organisation.

12

10%

22%

| think there are too many requirements
already and more reporting wouldn't
benefit my organisation.

12

10%

22%

| think changes to requirements for
reporting would negatively impact the
returns for my organisation.

12

10%

22%

| don't believe my organisation would
want companies to have to spend more
time or resources producing non-
financial reports.

18

15%

33%

| don't think changes to regulations would
lead to better disclosures.

14

12%

26%

| think companies can be trusted to
disclose necessary information
voluntarily.

11

9%

20%

| don't think the government should be
creating additional regulations for
companies.

12

10%

22%

Other (please specify)

8

7%

15%

Total

Note: Respondents were allowed to choose more than one option

1

119

100%

N/A
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Q22. Please rate the importance of the following dimensions of the choices you made:

Counts of responses

Not important Somewhat important Important Very important Total
The - environmental information 16 59 84 o8 187
requirements
The social information requirements 22 84 69 12 187
The ' governance information 5 63 84 35 187
requirements
The information format requirements 16 76 75 20 187
The assurance requirements 13 87 75 12 187
The dividend yield 20 65 66 36 187
Percentage of responses by dimension

Not important Somewhat important Important Very important Total
The - environmental information 9% 300 45% 15% 100%
requirements
The social information requirements 12% 45% 37% 6% 100%
The ' governance information 3% 34% 25% 19% 100%
requirements
The information format requirements 9% 41% 40% 11% 100%
The assurance requirements 7% 47% 40% 6% 100%
The dividend yield 11% 35% 35% 19% 100%

Q23. How important is dividend yield to your organisation in the ana

lysis and/or choice of potential investments?

n %
Not important 15 8%
Somewhat important 96 51%
Important 53 28%
Very important 23 12%
Total 187 100%
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Q24. Would your organisation benefit from other types of companies being required to report on non-financial aspects of their business?

n % (by number of responses) % (by number of
respondents)

My organisation would benefit, because 127 N/A 68%
This information would allow my
organisation to diversify their 37 24% 20%
investments.
My organisation thinks all companies
should be subject to the same 52 34% 28%
requirements.
This information would allow my
organisation to further align their 59 39% 32%
investments to their beliefs.
Other (please specify) 4 3% 2%
Total responses 152 100% N/A
My organisation would not benefit, 127 /A 68%
because
My organisation. doesn't invest in other n 24% 22%
types of companies.
My organisation thinks these
requirements would decrease their 19 11% 10%
returns.
My organisation gets enough information 36 1% 19%

from the current reports.

My organisation doesn’t think any
companies should be required to report 6 4% 3%
on this information.

My organisation doesn't think changes to

regulations would lead to better 22 13% 12%
disclosures.

My organisation thinks companies can be

trusted to disclose necessary information 15 9% 8%
voluntarily.

My organisation doesn't think the

government should be creating additional 24 14% 13%
regulations for companies.

Other (please specify) 6 4% 3%
Total 169 100% N/A
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Section D: Follow-up questions

Q25. Please indicate how much you agree with the following statements.

| think the choices | made in this survey and this research
overall will influence future non-financial reporting

I think the choices | made in this survey and this
research overall will influence the costs passed on to

regulations. investors due to non-financial reporting regulations.
n % n %
Completely disagree 8 4% 9 5%
Somewhat disagree 49 26% 45 24%
Somewhat agree 127 68% 122 65%
Completely agree 3 2% 11 6%
Total 187 100% 187 100%

Q26. What is your organisation’s primary goal when analysing and/or investing in companies?

n %
Minimising investments’ exposure to risk 17 9%
Maximising the short term return of ] 1%
investments.
MaX|m|S|ng the long term return of 104 56%
investments.
Minimising the negative environmental 5 1%
0
impacts of investments.
To maximise the positive social impact of] 5 30
investments.
My fi lients h ixt f
y firm gr my'c ients have a mixture o 58 3%
goals for investing.
Other (please specify) 0 0%
Total 187 100%

Q27. Please indicate how much you agree with the following statements.

I trust financial information disclosed by companies.

| trust non-financial information disclosed by companies.

n % n %
Completely disagree 1 1% 4 2%
Somewhat disagree 13 7% 58 31%
Somewhat agree 146 78% 120 64%
Completely agree 27 14% 5 3%
Total 187 100% 187 100%

14





Value of Non-Financial Reporting

Section E: Respondent/Company profile

Q28. How long have you worked in / been involved in the investment sector? Regardless of the organisation or role.

n %
Less than a year 1 1%
Between 1 and 2 years 7 4%
Between 3 and 5 years 21 11%
Between 6 and 10 years 44 24%
More than 10 years 114 61%
Total 187 100%

Q29. Which of the following best describes the industry/ sector in which your organisation operates?

n %
Investment consultancy 21 11%
General and life insurance 0 0%
Specialist insurance 0 0%
Financial advice and planning 78 42%
Wealth management 64 34%
Mortgages and equity release 0 0%
Private banking 2 1%
Banking 1 1%
Capital markets 1 1%
Venture capital and private equity 1 1%
Other financial services (please specify): 12 8%
Othe.r non-financial services (please 4 2%
specify):
Total 187 100%
Q30. How many pension schemes do you currently advise/ work with/ manage?

n %
1 0 0%
2 0 0%
3 0 0%
More than 3 21 100%
Not applicable 0 0%
Total 21 100%
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Q31. Which type(s) of pension scheme do you advise/ work with/ manage?

n %
Mainly DB (defined benefit) schemes 15 71%
Mainly DC (defined contribution) schemes 4 19%
A mix of DB and DC schemes 2 10%
Total 21 100%
Q32. Please indicate how much revenue your organisation has annually?

n %
Up to £50 million 12 57%
£50 million - £100 million 1 5%
£100 million - £500 million 3 14%
£500 million - £1 billion 0 0%
£1 billion - £2 billion 0 0%
£2 billion - £5 billion 0 0%
£5 billion - £10 billion 0 0%
More than £10 billion 2 10%
Prefer not to say 0 0%
| don't know 3 14%
Total 21 100%
Q33. Which of the following would you say your scheme is?

n %
Local government pension scheme 6 25%
(LGPS)
DB only 3 13%
A scheme with DB and DC sections (N 46%
DC only 3 13%
Master trust 1 4%
Total 24 100%
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Q34. Roughly how big is your pension scheme overall in asset terms?

n %

Up to £50 million 1 4%
£50 million - £100 million 4 17%
£100 million - £500 million 3 13%
£500 million - £1 billion 2 8%
£1 billion - £2 billion 4 17%
£2 billion - £5 billion 5 21%
£5 billion - £10 billion 0 0%
More than £10 billion 3 13%
Prefer not to say 2 8%
| don't know 0 0%
Total 24 100%
Q35. Approximately, how much do you PERSONALLY manage in assets?

n %
Up to £1 million 5 4%
£1 million - £5 million 9 6%
£5 million - £10 million 5 4%
£10 million - £25 million 17 12%
£25 million - £50 million 20 14%
£50 million - £100 million 15 11%
£100 million - £250 million 19 13%
£250 million - £500 million 7 5%
More than £500 million 14 10%
Not applicable/ | don't manage assets 3 220%
personally
Total 142 100%
Q36. Approximately, how much does your FIRM manage in assets?

n %
Up to £50 million 14 10%
£50 million - £100 million 10 7%
£100 million - £250 million 18 13%
£250 million - £500 million 25 18%
£500 million - £1 billion 15 11%
£1 billion - £5 billion 16 11%
£5 billion - £10 billion 5 4%
£10 billion - £20 billion 6 4%
More than £20 billion 27 19%
| don't know 6 4%
Total 142 100%
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Q37. Please indicate your age:

n %
18-24 4 2%
25-34 56 30%
35-44 50 27%
45-54 46 25%
55-64 25 13%
65+ 6 3%
Total 187 100%
Q38. Please indicate your gender:

n %

Male 156 83%
Female 25 13%
Prefer to identify another way 1 1%
Prefer not to say 5 3%
Total 187 100%

Q39. Considering all of the information that you have been given, over

all, how easy or difficult was it to answer the questions in this survey?

n %
Very easy 15 8%
Fairly easy 78 42%
Neither easy nor difficult 50 27%
Fairly difficult 41 22%
Very difficult 3 2%
Don't know / prefer not to say 0 0%
Total 187 100%
Q40. Did you think this survey was:

n % (by number of responses) % (by number of
respondents)

Interesting 123 54% 66%
Easy 16 7% 9%
Too long 22 10% 12%
Difficult to understand 19 8% 10%
Educational 36 16% 19%
Unrealistic / not credible 2 1% 1%
Other (please specify) 3 1% 2%
None of these 8 3% 4%
Total 229 100% N/A

Note: Respondents were allowed to choose more than one option
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Progress choice exercise - analysis

Full data

Rank-ordered logit model (Pooled investor sample) (n = 400)

Rank-ordered logistic regression

Number of obs = 3366
Number of groups = 1122
Wald chi2(19) = 44334
Prob > chi2 = 0
Log pseudolikelihood = 1726.085

Code:

rologit ROCH ib(14).info ib(1).assure, group(chid) reverse robust

NOTES: ROCH is the order of choice, with 1 being the best, 3 the worst for any given choice

ROCH | Coefficient | Robust std. err. z P>z 195% conf. interval]
- INFORMATION (2, or "Limited information on current GHG emissions (Some scope 1 and scope 2 emissions)." is base
Tnformation about climate risks and opportunities including the effect of those
risks and opportunities on the financial position and performance of the 1.45 023 6.28 0.00 1.00 1.90
company over the short-long term.
Timited information on current GHG emissions (Some scope 1 and scope 2
018 022 081 042 -0.25 061
emissions).
Tnformation on GHG emissions Including current scope 1-3 emissions (Which
includes supply chain), future targets, and strategies to meet those targets 1.22 024 5.00 0.00 074 1.69
including transition plans to net-zero emissions.
Environmental information necessary to understand the development,
1.29 0.19 672 0.00 092 167
performance, or position of the company's business.
Percentage of revenue that comes from activities that align to UK overall
077 018 429 0.00 042 112
environmental targets
Covering a fair review of the company’s business, principal ks,
performance, development, position of business including trends that might 218 023 929 0.00 1.72 264
affect future development/performance.
Statement on impacts and risks relating employees, suppliers, other
137 0.20 689 0.00 098 1.76
stakeholders, and the community.
on company process towards adequate human rights due
diligence, anti-corruption, tax governance and compliance and employee 1.87 025 745 0.00 137 236
awareness of competition laws and regulations.
1.32 021 620 0.00 090 173
of business conduct including the ethical policies of the company.
Statement on how the directors’ have promoted the success of the company. o7 019 035 073 03 044
Annual statement on how the company manages business risks which
includes actions they've taken to manage corporate fraud and assurance over 1.86 0.20 937 0.00 1.47 225
the reliability of NFR including annual reverse stress testing
Tnformation on the company board and/or cCommittee composition, how the
company is run, how boards take decisions, and information on compliance 216 022 992 0.00 174 259
with the corporate governance code.
Information on employee matters including a gender breakdown of
012 024 049 063 -0.36 0.60
employees, directors, and senior managers.
Information regarding gender pay gaps in the company. 0.00 Base
Information on a company's renumeration policy, the fole of the committee
089 022 404 0.00 046 132
and shareholder voting information.
Company expenditure on Research and Development. 060 022 2.76 0.01 0.18 .03
Major shareholders and their activities relating to the company.
071 022 328 0.00 029 113
Director pay information, ncluding director pay changes compared to average
ey & Py chang " & 118 024 488 0.00 070 1.65
employee pay changes.
- LEVEL OF ASSURANCE (Not assured is base)
Information internally assured [ 0.59 [ 0.08 7.70 0.00 0.44 074
Information externally assured | 0.85 | 0.09 10.03 0.00 0.69 1.02
Attribute Odds ratio Lower bound Upper bound Category
TAformation about cimate r1sks and opportunTties INcluding the effect of those
risks and opportunities on the financial position and performance of the 426 27 669 1. Environment
company over the short-long term,
Timited information on current GHG emissions (some scope 1 and scope 2
1.20 0.78 1.85 1. Environment
emissions).
Tnformation on GHG emissions cluding cUrrent scope 1-3 emissions (Which
includes supply chain), future targets, and strategies to meet those targets 338 210 5.45 1. Environment
including transition plans to net-zero emissions.
Environmental information necessary to understand the development, -
B 3.65 2.50 532 1. Environment
performance, or position of the company's business.
Percentage of revenue that comes from activities that afign to UK overall
216 1.52 308 1. Environment
environmental targets.
Tnformation covering a fair review of the company’s business, principal risks,
performance, development, position of business including trends that might 887 5.60 14,05 5. General
affect future development/performance.
Statement on impacts and risks relating employees, suppliers, other
394 2.67 5.82 2. Social
, and the community.
Tnformation on company process towards adequate human rights due
diligence, anti-corruption, tax governance and compliance and employee 646 395 10.55 2. Social
awareness of competition laws and regulations
of business conduct including the ethical policies of the company. 373 240 o660 3 Governance
1.07 0.74 1.55 3. G
Statement on how the directors’ have promoted the success of the company. overnance
Annual statement on how the Company manages business risks which
includes actions they've taken to manage corporate fraud and assurance over 642 435 9.47 3. Governance
the reliability of NFR including annual reverse stress testing
Tnformation on the company board and/or committee composition, how the
company is run, how boards take decisions, and information on compliance 8.71 5.68 13.35 3. Governance
with the corporate governance code.
Information on employee matters including a gender breakdown of
113 070 1.82 5. General
employees, directors, and senior managers,
Information regarding gender pay gaps in the company. 1.00 1.00 1.00 5. General
Tnformation on a company’s renumeration policy, the role of the committee
243 1.58 373 5. General
and shareholder voting information.
Company expenditure on Research and Development. 1.83 119 281 4. Finandial
Major shareholders and their activities relating to the company.
203 1.33 310 4. Financial
Director pay information, including director pay changes compared to average
Py s Py ® P 8 324 2.02 5.20 4. Financial
employee pay changes.
Not assured 1.00 1.00 1.00 ()
Information internally assured 1.80 1.55 2.09 8]
Information externally assured 235 1.99 277 (-)
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Rank-ordered logit model (Private investor sample) (n = 213)

Rank-ordered logit model

Number of obs = 3834
Numb f = 1278 Code

umber of groups - rologit ROCH ib(14).info ib(1).assure, group(chid) reverse robust
Wald chi2(19) = 640.2
Prob > chi2 = 0
Log likelihood = -1899.02 NOTES: ROCH is the order of choice, with 1 being the best, 3 the worst for any given choice
Attributes | Coefficient Std. err. z P>z [ [95% conf. | interval]

~INFORMATION (14, or "Information regarding gender pay gaps in the company." is base.

about climate risks and opportuNities ncluding the effect of those
risks and opportunities on the financial position and performance of the 1.25 024 513 0 077 173
company over the short-long term,

Limited information on current GHG emissions (Some scope 1 and scope 2
emissions).

On GHG emissions Indluding curTent scope 1-3 emissions (Which
includes supply chain), future targets, and strategies to meet those targets 1.44 023 633 0.00 1.00 1.89
including transition plans to net-zero emissions.

Environmental information necessary to understand the development,
performance, or position of the company’s business

Percentage of revenue that comes from activities that align to UK overall
environmental targets.

Tnformation covering a fair review of the company's business, principal r1sks,
performance, development, position of business including trends that might 299 024 12.62 0.00 253 345
affect future development/performance.

Statement on impacts and risks relating employees, suppliers, other
, and the community.

.
Tnformation on company process towards adequate human fghts due
diligence, anti-corruption, tax governance and compliance and employee 2.09 0.23 9.22 0.00 1.65 2.54
awareness of competition laws and regulations.

of business conduct including the ethical policies of the company.

Statement on how the directors’ have promoted the success of the company.

Annual statement on how the company manages business risks which
includes actions they've taken to manage corporate fraud and assurance over 231 020 174 0.00 1.93 270
the reliability of NFR including annual reverse stress testing,

Tnformation on the company board and/or committee composition, how the
company is run, how boards take decisions, and information on compliance 220 021 10.45 0.00 1.79 261
with the corporate governance code.

Information on employee matters including a gender breakdown of

003 026 -0.12 090 -0.53 047
employees, directors, and senior managers.

Information regarding gender pay gaps in the company. 0.00

Tnformation on a company's renumeration policy, the role of the committee
and shareholder voting information

Company expenditure on Research and Development. .64 021 7.92 0.00 124 2.05

Major shareholders and their activities relating to the company.

085 021 406 0.00 044 1.26
Director pay information, Including director pay changes compared to average
e & pay chang " s 134 024 569 0.00 088 180
employee pay changes.
- LEVEL OF ASSURANCE (Not assured is base)
Information internally assured [ 045 | 0.07 | 6.32 | 0.00 I 031 | 0.59
Information externally assured | 0.80 | 0.08 | 1036 | 0.00 | 0.65 | 0.95
Attribute Odds ratio Lower bound Upper bound Category
Information regarding gender pay gaps in the company 1 O 0 5 General
Tnformation about cimate risks and opportunTties including the effect of those|
risks and opportunities on the financial position and performance of the 349 217 5.62 1. Environment
company over the short-long term.
Timited information on current GHG emissions (some scope 1 and scope 2
1.42 0.94 213 1. Environment
emissions).
Tnformation on GG emissions Including current scope 13 emissions (Which
includes supply chain), future targets, and strategies to meet those targets 424 27 662 1. Environment
including transition plans to net-zero emissions.
Environmental information necessary to understand the development,
. 456 3.20 6.49 1. Environment
performance, or position of the company's business.
Percentage of revenue that comes from activities that align to UK overall
2.80 1.97 398 1. Environment

environmental targets

Tnformation covering a fair review of the company's business, principal r1sks,
performance, development, position of business including trends that might 19.88 12.49 31.62 5. General
affect future development/performance.

Statement on impacts and risks relating employees, suppliers, other
" & empioy PP 5.85 3.99 8.58 2. Social

, and the community.

TAformation on company process towards adequate human rights due
diligence, anti-corruption, tax governance and compliance and employee 810 519 12.63 2. Social
awareness of competition laws and regulations.

1
of business conduct including the ethical policies of the company. 473 314 71 3. Governance

268 1.88 3.82 3. Governance
Statement on how the directors’ have promoted the success of the company.

TAnnual statement on how the company manages business rsks which
includes actions they've taken to manage corporate fraud and assurance over 1010 6.86 1485 3. Governance
the reliability of NFR including annual reverse stress testing

Tnformation on the company board and/or committee composition, how the
company is run, how boards take decisions, and information on compliance 2.00 5.96 13.59 3. Governance
with the corporate governance code.

Information on employee matters including a gender breakdown of

097 059 1.60 5. General
employees, directors, and senior managers.

Information regarding gender pay gaps in the company. 1.00 1.00 1.00 5. General

Tnformation on a company’s renumeration policy, the role of the committee

and shareholder voting information 234 1.49 368 5. General

Company expenditure on Research and Development. 517 344 777 4. Finandial

Major shareholders and their activities relating to the company.

233 1.55 3.52 4. Financial
Director pay information, including director pay changes compared to average o o o P
employee pay changes.
Not assured 1.00 1.00 1.00 (-)
Information internally assured 1.56 1.36 1.80 ()
Information externally assured 2.22 1.91 2.58 ()
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Rank-ordered logit model (Professional investor sample) (n = 187)

Rank-ordered logistic regression

Number of obs = 3366 Code:
Number of groups = 122 rologit ROCH ib(14).nfo ib(1).assure, group(chid) reverse robust
Wald chi2(19) - 44334
Prob > chiz = 0
NOTES: ROCH is the order of choice, with 1 being the best, 3 the worst for any given choice
Log pseudolikelihood = ~1726.085
ROCH Coefficient Robust std. err z P>z [95% con. interval]
~INFORMATION (2, or "Limited Information on current GHG emissions (Some
scope 1 and scope 2 emissions)." s base.
Tnformation about climate risks and opportunities luding the effect of those
risks and opportunities on the financial position and performance of the 145 023 6.28 0.00 1.00 1.90
company over the short-long term.
Timited information on current GHG emissions (SOme Scope 1 and Scope 2
018 022 081 0.42 025 061
emissions).
Tnformation on GHG emissions ncluding Current Scope 1-3 emissions (which
includes supply chain), future targets, and strategies to meet those targets 122 024 5.00 0.00 074 169
including transition plans to net-zero emissions.
Environmental Information necessary to understand the development,
129 019 672 0.00 092 167
performance, or position of the company’s business.
Percentage of revenue that comes from activities that align to UK overal
077 018 429 0.00 042 112
environmental targets.
Covering a fair review of the company’s business, principal risks,
performance, development, position of business including trends that might 218 023 9.29 0.00 172 264
affect future development/performance.
Statement on Impacts and risks relating employees, suppliers, other
137 020 6.89 0.00 0.98 176
, and the community.
n company process towards adequate human rghts due
diligence, anti-corruption, tax governance and compliance and employee 187 025 7.45 0.00 137 236
awareness of competition laws and regulations.
132 021 620 0.00 0.90 173
of business conduct including the ethical policies of the company.
7 .1 . 7 -
Statement on how the directors’ have promoted the success of the company. 0o 019 03 073 031 044
‘Annual statement on how the company manages business risks which
includes actions theyve taken to manage corporate fraud and assurance over 186 020 937 0.00 147 225
the reliabilty of NFR including annual reverse stress testing
Tnformation on the company board and/or committee composition, ow the
company is run, how boards take decisions, and information on compliance 216 022 9.92 0.00 174 259
with the corporate governance code.
Tnformation on employee matters Including a gender breakdown of
012 024 0.49 063 036 0.60
employees, directors, and senior managers.
Information regarding gender pay gaps in the company. 0.00 Base
Tnformation on a company’s renumeration policy, the role of the committee
0.89 022 404 0.00 046 132
and shareholder voting information.
Company expenditure on Research and Development 0.60 022 276 0.01 018 03
Major shareholders and thelr activities relating to the company.
071 022 328 0.00 029 113
Director pay Information, ncluding director pay changes compared (o average
ey & Py chan " & 118 024 488 0.00 070 165
employee pay changes:
- LEVEL OF ASSURANCE (Not assured is base)
Information internally assured 059 T 0.08 7.70 0.00 024 074
Information externally assured 0.85 | 0.09 10,03 0.00 0.69 02
Attribute 0dds ratio Lower bound Upper bound Category
Thformation about climate ks and opportunities duding the effect of those
risks and opportunities on the financial position and performance of the 426 271 6.69 1. Environment
company over the short-long term.
Timited information on current GHG emissions (SOme SCope 1 and sCope 2
1.20 0.78 1.85 1. Environment
emissions).
Thformation on GHG emissions cluding current scope 1-3 emissions (which
includes supply chain), future targets, and strategies to meet those targets 338 2.10 545 1. Environment
including transition plans to net-zero emissions.
Environmental Information necessary to understand the development,
: 365 250 532 1. Environment
performance, or position of the company’s business.
Percentage of revenue that comes from activities that align to UK overall
216 152 3.08 1. Environment
environmental targets.
Tnformation Covering a fair Teview of the company’s BUSIEss, principal Fsks,
performance, development, position of business including trends that might 887 560 1405 5. General
affect future development/performance
Statement on impacts and risks relating employees, suppliers, other
394 267 582 2. Social
, and the community.
Tnformation on company process towards adequate human rights due
diligence, anti-corruption, tax governance and compliance and employee 6.46 395 1055 2. Social
awareness of competition laws and regulations
of business conduct including the ethical policies of the company. 373 246 o606 3 Governance
1.07 0.74 1.55 3. G
Statement on how the directors’ have promoted the success of the company. overnance
Annual statement on fow the company manages business rsks which
includes actions theyve taken to manage corporate fraud and assurance over 6.42 435 9.47 3. Governance
the reliability of NFR including annual reverse stress testing
Tnformation on the company board and/or committee composition, Fow the
company is run, how boards take decisions, and information on compliance 871 568 1335 3. Governance
with the corporate governance code.
Tnformation on employee matters Including a gender breakdown of
113 070 182 5. General
employees, directors, and senior managers
Information regarding gender pay gaps in the company. .00 7.00 .00 5 General
Tnformation on a company's renumeration policy, the role of the committee
243 1.58 373 5. General
and shareholder voting information
Company expenditure on Research and Development. 183 119 281 4 Financial
Major shareholders and their activities relating to the company.
203 133 310 4. Finandial
Director pay Information, Including director pay changes compared to average
pay g pay e P 8 3.24 2.02 5.20 4. Financial
employee pay changes.
Not assured .00 100 7,00 E)
Information internally assured 180 155 2.09 &)
Information externally assured 2.35 1.99 2.77 ()
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Discrete choice experiment - analysis

Full data

Model 1 - Conditional logit model (Pooled investor sample) (n = 400)

Conditional (fixed-effects) logistic regression

Number of obs = 8,400
Wald chi2(12) = 300.29 Code: clogit choice i.env i.soc i.gov i.format
Prob > chi2 0 i.assure dividend ASC, group(chid) robust
Pseudo R2 = 0.0538
Log pseudo-likelihood = -2910.5151

Coefficient_ [Robust std. er[z [P>z [195% conf.interval]
Some requirements for environmental disclosures (Base)
No requirements for environmental disclosures -0.581] 0.132] -4.390] 0.000] -0.841] -0.322
Additional requirements for environmental disclosures 0.201 | 0.1 16| 1.730| 0,083| »0.027| 0.429
Some requirements for social disclosures (Base)
No requirements for social disclosures -O.447| 0.090| -4.950| 0,000| »O.623| -0.270
Additional requirements for social disclosures -0.170] 0.097] -1.750] 0.080] -0.361] 0.021
Some requirements for governance disclosures (Base)
No requirements for governance disclosures -0.705] 0.110] -6.400] 0.000] -0.921] -0.489
Additional requirements for governance disclosures -0.043| 0.1 02| -O.420| 04677| »O.243| 0.158
No requirements for specific format (Base)
Specific measures and metrics required in reports 0.541 | 0.1 17[ 4.610| 04000| 0.311 | 0.770
Specific measures and metrics in a standardised format required in reports 0.493] 0.062] 7.930] 0.000] 0.371] 0.616
No requirements for assurance of disclosures (Base)
Disclosures required to be internally assured 0.318 0.099 3.200 0.001 0.123 0.512
Disclosures required to be externally assured 0.468 0.066 7.150 0.000 0.340 0.597
Dividend (In percentage terms) -0.168 0.024 -6.900 0.000 -0.216 -0.120
Status quo 0.011 0.140 0.080 0.939 -0.264 0.285

Model 2 - Mixed logit model (Pooled investor sample) (n = 400)

Mixed logit model

Code: mixlogit choice dividendpercent

Number of obs = 8,400 dividendpercentxprof, rand( env_1 env_3
Wald chi2(13) = 213.47 soc_1soc_3 gov_1 gov_3 for_2 for_3
Prob > chi2 = 0 assure_2 assure_3 ASC) group(chid)
Log likelihood = -2594.2734 id(UUID) robust
Coefficient  [Robust std. er[z [P>z [[95% conf. Tintervall
Mean
Average dividend yield 183 [ 031 [ 599 [ 000 [ 123 [ 243
Difference for professional investors -0.57 | 0.35 [ -1.60 | 0.11 | -1.26 | 0.13
Some requirements for environmental disclosures (Base)
No requirements for environmental disclosures -0.92 | 0.19 [ -4.74 | 0.00 | -1.31 | -0.54
Additional requirements for environmental disclosures 013 | 016 | 079 | 043 [ 019 ] 0.45
Some requirements for social disclosures (Base)
No requirements for social disclosures 069 | 013 [ 524 ] 000 [ -095 [ 043
Additional requirements for social disclosures -0.25 | 0.12 [ -2.11 | 0.04 | -0.48 | -0.02
Some requirements for governance disclosures (Base)
No requirements for governance disclosures -1.27 | 0.20 [ -6.28 | 0.00 | -1.66 | -0.87
Additional requirements for governance disclosures 031 | 018 [ 174 ] 008 [ 066 | 0.04
No requirements for specific format (Base)
Specific measures and metrics required in reports 0.99 ] 015 | 6.59 | 0.00 ] 0.69 | 1.28
Specific measures and metrics in a standardised format required in reports 0.82 | 0.11 [ 7.63 | 0.00 | 0.61 | 1.03
No requirements for assurance of disclosures (Base)
Disclosures required to be internally assured 0.52 0.17 3.16 0.00 0.20 0.85
Disclosures required to be externally assured 0.70 0.10 6.86 0.00 0.50 0.90
Status quo -0.24 0.21 -1.14 0.26 -0.66 0.18
Standard Deviation
No requirements for environmental disclosures 1.23 0.21 5.79 0.00 0.81 1.64
Additional requirements for environmental disclosures 1.20 0.18 6.72 0.00 0.85 1.55
No requirements for social disclosures 0.80 0.19 4.32 0.00 0.44 1.17
Additional requirements for social disclosures 0.24 0.51 0.46 0.65 -0.77 1.24
No requirements for governance disclosures -0.76 0.20 -3.78 0.00 -1.16 -0.37
Additional requirements for governance disclosures 0.98 0.23 4.20 0.00 0.52 1.44
Specific measures and metrics required in reports 0.38 0.27 1.39 0.16 -0.15 0.91
Specific measures and metrics in a standardised format required in reports -0.59 0.22 -2.70 0.01 -1.02 -0.16
Disclosures required to be internally assured 0.22 0.44 0.49 0.63 -0.65 1.09
Disclosures required to be externally assured -0.64 0.21 -3.04 0.00 -1.06 -0.23
Status quo 1.67 0.17 9.71 0.00 1.33 2.00
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Model 3 - Mixed logit model (Professional investor sample) (n = 187)

Mixed logit model Code: mixlogit choice dividendpercent if
Number of obs = 3,927 187 .
Professional == 1, rand( env_1 env_3 soc_1
Wald chi2(12) i 10144 soc_3 gov_1 gov_3 for_2 for_3 assure_2
E;Z?i;ec\miod ; ELTTVT 62 assure_3 ASC) group(chid) id(UUID) robust
|Coefficient |Robust std. er|z |P>z |[95% conf. |interval]
Mean
Average dividend yield 1360 [ 0372 [ 3660 [ 0000 [ 0632 [ 2.089
Some requirements for environmental disclosures (Base)
Some requirements for environmental disclosures -1.141 | 0.288 | -3.960 | 0.000 | -1.706 | -0.576
Additional requirements for environmental disclosures 0252 [ 0249 [ 1010 [ 0313 [ 0237 | 0740
Some requirements for social disclosures (Base)
No requirements for social disclosures 0967 | 0239 [ 4050 [ 0000 [ 1434 [ 0499
Additional requirements for social disclosures -0.357 | 0.193 | -1.850 | 0.064 | -0.735 | 0.021
Some requirements for governance disclosures (Base)
No requirements for governance disclosures -1.251 | 0.317 | -3.940 | 0.000 | -1.872 | -0.629
Additional requirements for governance disclosures 0441 | 0270 | 1630 | 0102 | 0969 [ 0.088
No requirements for specific format (Base)
Specific measures and metrics required in reports 0763 | 0209 [ 3650 [ 0000 [ 0354 [ 1173
Specific measures and metrics in a standardised format required in reports 0.742 | 0.174 | 4.260 | 0.000 | 0.400 | 1.083
No requirements for assurance of disclosures (Base)
Disclosures required to be internally assured 0.642 0.294 2.180 0.029 0.065 1.219
Disclosures required to be externally assured 0.644 0.145 4.450 0.000 0.360 0.927
Status quo -0.506 0.346 -1.460 0.143 -1.184 0.171
Standard Deviation
Some requirements for environmental disclosures 1.314 0.432 3.040 0.002 0.467 2.161
Additional requirements for environmental disclosures 1.458 0.247 5.900 0.000 0.973 1.942
No requirements for social disclosures 1.032 0.348 2.970 0.003 0.350 1.714
Additional requirements for social disclosures 0.364 0.569 0.640 0.523 -0.752 1.480
No requirements for governance disclosures 0.957 0.430 2.230 0.026 0.114 1.800
Additional requirements for governance disclosures 0.936 0.430 2.180 0.030 0.093 1.778
Specific measures and metrics required in reports 0.411 0.289 1.420 0.154 -0.155 0.977
Specific measures and metrics in a standardised format required in reports -0.483 0.392 -1.230 0.218 -1.251 0.285
Disclosures required to be internally assured 0.552 0.840 0.660 0.511 -1.094 2.199
Disclosures required to be externally assured -0.849 0.294 -2.890 0.004 -1.425 -0.272
Status quo 1.451 0.251 5.780 0.000 0.959 1.944
Model 4 - Mixed logit model (Private investor sample) (n = 213)
Mixed logit model Code: mixlogit choice dividendpercent if
Number of obs = 4,473 X
— Professional == 0, rand( env_1 env_3 soc_1
\I;vrj)ls STE‘S 2 ; 131 '7; soc_3 gov_1 gov_3 for_2 for_3 assure_2
Tog likelihood - 3631379 assure_3 ASC) group(chid) id(UUID) robust
Coefficient  [Robust std. er[z [P>z [[95% conf. Tintervall
Mean
Average dividend yield 1637 | 0326 [ 5020 [ 0000 [ 0998 [ 2276
Some requirements for environmental disclosures (Base)
Some requirements for environmental disclosures 0702 | 0260 [ 2700 [ 0007 [ 1211 [ 0193
Additional requirements for environmental disclosures 0.124 | 0.226 ] 0.550 | 0.582 | -0.319 | 0.568
Some requirements for social disclosures (Base)
No requirements for social disclosures -0.530 | 0.174 [ -3.050 | 0.002 | -0.871 | -0.189
Additional requirements for social disclosures 0191 [ o163 | 1170 | 0241 | 0511 [ 0129
Some requirements for governance disclosures (Base)
No requirements for governance disclosures 12908 | 0303 | 4200 [ o000 [ 1892 [ 0705
Additional requirements for governance disclosures -0.162 | 0.264 ] -0.610 | 0.540 | -0.679 | 0.355
No requirements for specific format (Base)
Specific measures and metrics required in reports 1.172 | 0.214 [ 5.490 | 0.000 | 0.754 | 1.591
Specific measures and metrics in a standardised format required in reports 088 | 0137 [ 6480 [ 0000 | 0618 | 1154
No requirements for assurance of disclosures (Base)
Disclosures required to be internally assured 0.381 0.239 1.600 0.110 -0.086 0.849
Disclosures required to be externally assured 0.808 0.146 5.530 0.000 0.522 1.095
Status quo -0.139 0.294 -0.470 0.636 -0.714 0.436
Standard Deviation
Some requirements for environmental disclosures 1.276 0.229 5.560 0.000 0.826 1.725
Additional requirements for environmental disclosures 0.986 0.189 5.210 0.000 0.615 1.357
No requirements for social disclosures 0.834 0.164 5.080 0.000 0.512 1.155
Additional requirements for social disclosures 0.361 0.272 1.330 0.185 -0.172 0.894
No requirements for governance disclosures 1.041 0.223 4.680 0.000 0.605 1.477
Additional requirements for governance disclosures 0.640 0.170 3.770 0.000 0.307 0.974
Specific measures and metrics required in reports 0.454 0.287 1.580 0.113 -0.108 1.016
Specific measures and metrics in a standardised format required in reports 0.825 0.176 4.690 0.000 0.480 1.170
Disclosures required to be internally assured -0.005 0.367 -0.010 0.990 -0.724 0.714
Disclosures required to be externally assured 0.517 0.212 2.440 0.015 0.101 0.932
Status quo 2.148 0.324 6.640 0.000 1.514 2.783
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Model 5 - Mixed logit model (Non-Linear specification, one dividend parameter) - pooled model (n = 400)

Mixed logit model Code:
Number of obs = 8400 mixlogit choice dividendpercent, rand(
Wald chi2(12) = 208.04 env_1 env_3soc_1 soc_3 gov_1 gov_3 for_2
Prob > chi2 = 0 for_3 assure_2 assure_3 ASC) group(chid)
Log pseudo-likelihood = -2597.48 id(UUID) robust
Attribute (and level) |N|ean coeff. |Std. err. |z |P>z |[95% conf. |interval]
Mean
Some requirements forenvironmental disclosures (Base)
No requirements for environmental disclosures| 0.85 | 018 [ 470 ] 000 [ 120 [ -0.50
Additional requirements for environmental disclosures 0.13 | 0.16 | 0.82 | 0.41 | -0.18 | 0.44
Some requirements for social disclosures (Base)
No requirements forsocial disclosures -0.67 | 0.13 | -5.26 | 0.00 | -0.92 | -0.42
Additional requirements for social disclosures 028 | 012 [ 229 ] 002 [ 052 [ 004
Some requirements for governance disclosures (Base)
No requirements for governance disclosures 117 ] 019 [ 621 ] 000 [ 154 [ -0.80
Additional requirements for governance disclosures -0.26 | 0.17 | -1.54 | 0.12 | -0.59 | 0.07
No requirements for specific format (Base)
Specific measures and metrics required in reports 0.97 | 0.15 | 6.37 | 0.00 | 0.67 | 1.27
Specific measures and metrics in a standardised format required in reports 0.78 | 0.10 [ 7.43 | 0.00 I 0.57 | 0.98
No requirements for assurance of disclosures (Base)
Disclosures required to be internally assured 0.47 0.15 3.12 0.00 0.17 0.76
Disclosures required to be externally assured 0.68 0.10 6.80 0.00 0.48 0.88
Dividend (In percentage terms) 1.49 0.24 6.21 0.00 1.02 1.96
Status quo -0.25 0.21 -1.19 0.24 -0.67 0.17
Standard Deviation
No requirements for environmental disclosures 1.07 0.20 5.27 0.00 0.67 1.46
Additional requirements for environmental disclosures 1.19 0.17 6.99 0.00 0.86 1.52
No requirements forsocial disclosures 0.76 0.18 4.34 0.00 0.42 1.1
Additional requirements for social disclosures -0.26 0.34 -0.77 0.44 -0.92 0.40
No requirements for governance disclosures -0.78 0.20 -3.92 0.00 -1.16 -0.39
Additional requirements for governance disclosures 0.85 0.21 3.98 0.00 0.43 1.27
Specific measures and metrics required in reports 0.50 0.22 2.27 0.02 0.07 0.93
Specific measures and metrics in a standardised format required in reports 0.52 0.21 2.53 0.01 0.12 0.92
Disclosures required to be internally assured 0.10 0.40 0.26 0.80 -0.68 0.88
Disclosures required to be externally assured -0.48 0.28 -1.72 0.09 -1.02 0.07
Status quo 1.72 0.19 9.04 0.00 1.35 2.09

Model 6 - Mixed logit model (Non-Linear specification with interactions to control for level of assurance) - pooled model (n = 400)

Mixed logit model Code:
Number of obs = 8,400 mixlogit choice dividendpercent, rand(
Wald chi2(15) = 217.65 env_1 env_3soc_1soc_3 gov_1 gov_3for_2
Prob > chi2 = 0 for_3 assure_2 assure_3 ASC) group(chid)
Log pseudo-likelihood = -2606.24 id(UUID) robust
Attribute (and level) Mean coeff. [Std. err. z P>z [[95% conf. Tintervall
Mean
Dividend (In percentage terms) 1.469 0.231 6.360 0.000 1.016 1.922
No requirements for enviornmental disclosures -1.217 0.142 -8.570 0.000 -1.495 -0.939
Additional requirement for environmental disclosures with no requirements for assuance -0.542 0.227 -2.390 0.017 -0.986 -0.098
Externally assured additional requirements for environmental disclosures 0.058 0.228 0.260 0.798 -0.389 0.506
No requirements for social disclosures -0.551 0.139 -3.970 0.000 -0.822 -0.279
Additional requirement for social disclosures with no requirements for assuance 0.021 0.197 0.110 0.913 -0.364 0.407
Externally assured additional requirements for social disclosures -0.105 0.219 -0.480 0.630 -0.534 0.324
No requirements for governance disclosures -1.037 0.144 -7.220 0.000 -1.318 -0.755
Additional requirement for governance disclosures with no requirements for assuance -0.433 0.249 -1.740 0.081 -0.920 0.054
Externally assured additional requirements for governance disclosures -0.198 0.252 -0.780 0.433 -0.692 0.297
No requirements for specific format (Base)
Specific measures and metrics required in reports 0.685 | 0.148 [ 4.630 | 0.000 | 0.395 | 0.975
Specific measures and metrics in a standardised format required in reports 0767 [ 0109 [ 7000 [ 0.000 [ 0552 [ 0.981
No requirements for assurance of disclosures (Base)
Disclosures required to be internally assured 0.269 0.175 1.540 0.125 -0.074 0.613
Disclosures required to be externally assured 0.340 0.178 1.910 0.056 -0.008 0.689
Status quo -0.480 0.203 -2.370 0.018 -0.877 -0.083
Standard Deviation
No requirements for enviornmental disclosures 1.198 0.180 6.670 0.000 0.846 1.550
No requirements for social disclosures 0.732 0.184 3.990 0.000 0.372 1.092
No requirements for governance disclosures 0.783 0.158 4.960 0.000 0.474 1.092
Specific measures and metrics required in reports 0.550 0.224 2.450 0.014 0.111 0.989
Specific measures and metrics in a standardised format required in reports 0.546 0.209 2.620 0.009 0.138 0.955
Disclosures required to be internally assured 1.089 0.276 3.950 0.000 0.548 1.630
Disclosures required to be externally assured -0.268 0.308 -0.870 0.385 -0.872 0.337
Additional requirement for environmental disclosures with no requirements for assuance 0.066 0.383 0.170 0.863 -0.685 0.817
Externally assured additional requirements for environmental disclosures 1.697 0.352 4.830 0.000 1.008 2.387
Additional requirement for social disclosures with no requirements for assuance 0.156 0.274 0.570 0.568 -0.381 0.694
Externally assured additional requirements for social disclosures 0.711 0.520 1.370 0.172 -0.309 1.731
Additional requirement for governance disclosures with no requirements for assuance -0.089 0.644 -0.140 0.889 -1.351 1.172
Externally assured additional requirements for governance disclosures 0.889 0.299 2.970 0.003 0.303 1.475
Status quo 1.727 0.169 10.200 0.000 1.395 2.059
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Value of Non-Financial Reporting - Phase 3 Report
Review Note
Gaetano Grilli, Norwich Business School, University of East Anglia
August 2024
About me

| am an applied economist with expertise in developing, administering and analysing economic
valuation studies in a range of contexts and policy applications. | am Lecturer in Business and
Finance at the University of East Anglia, and coordinator of the Fintech Lab which include working
with ESG information and providers. Among my research interests are non-financial reporting,
nature-related disclosures and ESG. This Review Note is offered in a personal capacity.

Introduction

The report Value of Non-Financial Reporting describes an innovative application that successfully
combines deliberative approaches and stated preference (SP) to estimate the economic value of
non-financial information (NFI) and reporting (NFR) to asset managers and investors.

The work builds on findings from Phases 1 and 2 and is based on the DBT/BEIS logic model for
NFR regulation. The research focusses on stakeholder groups familiar with NFI and NFR, in
particular users (asset managers) and beneficiaries (private and professional investors).

Specifically, the research aims to examine (i) the value to asset managers of using NFI and (ii) the
preferences and economic values placed by investors on NFR. Asset managers engaged in
participatory workshops focussed on understanding their companies’ use of NFl and the
resources (time and money) spent. Investors engaged in two SP exercises, a best-worst scaling
(BWS) followed by a discrete choice experiment (DCE).

The methodological approaches used are frequent in studying values of market and non-market
goods and services. In this case, consultation workshops allow to capture the more nuanced
views needed to assess strengths and weaknesses of current NFR regulation. SP methods offer
the flexibility necessary to capture preferences and trade-offs for a multi-faceted good such as
NFR constituted by different dimensions of information type, dissemination format, quality
assurance, and financial impact. While SP and DCE have been used to explore sustainable
investment (e.g., Seifert et al., 2024; Gutsche and Ziegler, 2019; Apostolakis et al., 2018), there is
a lack of research on the economic value of NFR. Therefore, considering the novelty of NFR
regulations and the increasing importance of NFI in private and public decisions, this work
provides timely evidence for policy evaluation and benefit-cost analysis.

Study design, study quality and findings

The study design includes methodological approaches suitable to address the research
objectives and follows good practices for deliberative studies, survey instruments and SP
exercises (e.g., Johnston et al.,, 2017). The report contains an outline of the main valuation
methods available in Section 3.1.1, and a convincing rationale in support of the methods
selected.





The research builds on findings from Phases 1 and 2. Figure 1.1 provides a clear representation
of the NFR value chain where the boundaries of the good valued, the stakeholders involved, and
the different costs and benefits are identified. This framework-based approach not only helps
clarifying the research aims and objectives but also fosters improved policy uptake and use of
the evidence. It also serves as a clear guide of how the mixed-method approach fits within the
wider research plan.

In the first part of the report, findings from the consultation workshops are presented. The
workshops engaged representatives from six global asset management firms. The workshops
appear properly structured, with a clear guide and objectives. The six firms sampled cover a
sizeable proportion of the market and there is a sufficient spread in terms of size, strategic
position and, importantly, experiences with NFI and NFR. This balances the inevitably small
sample size, which nevertheless is considered in line with other deliberative studies. The
workshops are also used to collect information on firms’ costs for NFI (external spend and
employees time) which proxy a minimum use value of such information. The cost-based
estimation appears overall sound while showing a considerable uncertainty around the values
obtained. Further reflection on the representativeness of the firms sampled would help to better
put the cost-based values in context. Interestingly, information on time spent on NFI/NFR was
also asked to investors in the SP survey. A comparison would possibly have been an interesting
exercise to carry out.

The consultation workshops and a series of cognitive interviews contributed to the development
of a well-structured SP survey administered to professional and private investors. Table 3.2
summarises findings from cognitive interviews that helped to improve the survey, including
refinement of descriptions and visual materials. Crucially, at this stage the payment vehicle in the
DCE was reframed in terms of change in dividend yields. This was considered more relatable and
credible to respondents, a key point increasing the validity of SP outcomes. Overall, considerable
effort has been made to prepare a reliable and robust SP study with an excellent preliminary
qualitative work (Klgjgaard et al., 2012).

The development of the questionnaire is in line with the relevant guidance (e.g., Johnston et al.,
2017). In afirst part, the BWS exercise is presented where each respondent is guided through a
series of six choices between three NFR options to be ranked based on preference. The options
combine the type of information in the NFR and the level of assurance. The core of the survey is
the DCE. Respondents are presented with seven choice cards including a status quo depicting
no changes to current NFR regulation and two alternative options for potential changes. The NFR
regulation options are described using the type of ESG information, the format of the information,
the level of assurance and the annual average dividend yield of FTSE100 companies. The
experimental design is crucial to ensure optimal use of information, efficiency and precision in
DCE estimation. In this work, a d-efficient experimental design is used that is a type of design
frequently applied in DCE (Ferrini and Scarpa, 2007). There are a number of additional things to
note. First, the suitability of using a DCE is clear in that it allows to disentangle relative
preferences for the different elements of NFR —and indeed obtain interesting results. Second, the
framing of the DCE is very well explained and presented, improving saliency to respondents.
Third, the design of the DCE is well-thought out with the alternative options presenting both
increased and decreased informative requirements over the status quo. This allows to estimate





a full range of effects of possible future policies, including economic values of willingness-to-pay
(WTP) for enhanced regulatory requirements and willingness-to-accept (WTA) for reduced
requirements. Overall, the two SP exercises are robust and well-executed. The BWS preceding
the DCE serves as warm-up, but further discussion of potential ordering effects would have
helped. The crucial choice of dividend yield as payment vehicle seems correct and further
reflection on its development and setting of levels would have enriched the rationale.

Including the pilot, a total of 400 respondents participated in the survey. Respondents included
213 private investors and 187 professionalinvestors. Pilot responses were pooled with full launch
responses. This is a standard procedure if differences between surveys and estimated models
are minimal or not statistically significant. There is an excellent presentation of the sample
representativeness, which considered the population of interest is key to understand results. The
sample broadly represent trends and criteria in the target population and given the lack of
detailed information sampling weights were not used in the econometric analysis.

The BWS is analysed using arank-ordered logit model and results reported in terms of odds-ratios
relative to a base case (‘gender pay gaps’ for the information attribute and ‘no assurance’ for the
assurance attribute). Models and results are clearly explained and presented, and full models
reported in Appendix. The grouping of NFR characteristics is very useful and makes interpretation
intuitive. Overall, assurance and information on some business fundamentals are strongly
favoured over other ESG-type information, in particular environmental. This is to be expected
considering that the materiality and risk-related impacts of environmental issues are yet to be
fully internalised and understood by companies. Further reflection on differences between the
two samples of private and professional investors would have helped. In addition, it would have
been interesting to include interaction terms between assurance and information type to further
investigate cross-effects on preferences.

The DCE is analysed using conditional logit (CL) and mixed logit (MXL) models. This reflects
standard practice in DCE modelling (Train, 2009). The MXL captures heterogeneity around mean
estimates and provides a clearer picture about respondents’ preferences. The modelling
specification includes non-linear and linear coding of attributes. All attributes except the
dividend yield are coded using a dummy variable for each level; the dividend yield is assumed to
be linear. MXL requires that the analyst define a distribution on the parameters, usually a normal
distribution. It seems that all parameters are assumed to be normally distributed except the
dividend yield which is fixed. This choice seems to be guided by the need to estimate a WTP/WTA
ratio, but further reflection would have been helpful. Also, a modelin WTP space would have been
a welcomed robustness check. Other specifications e.g., pooled sample with interaction terms
for the respondent type or with interaction terms between attributes would also be an interesting
addition.

DCE estimates are overall in line with expectations. Most of the coefficients are statistically
significant and go in the expected direction, importantly those related to the payment vehicle.
The significant and negative status quo coefficient indicates that investors understand potential
change in regulation and/or expect one. It also signals that attributes are salient to investors
choices. The main take-home message relates to preferences for quality and standardisation
over quantity of information, which is expected considering the potential additional burden.
WTP/WTA calculation and aggregation appear robust and assumptions to calculate total values





are sensible. The aggregation strategy is clearly detailed in Appendix 1. Different aggregation
strategies are used (by investment in listed companies and by household investment in listed
companies) which confer additional robustness checks and implicit sensitivity analysis. The
report includes a good section on use of results which is a welcomed addition to the work.

The SP survey pass validity testing, which is a vital aspect for its quality and robustness. Section
3.3.4 is an excellent summary of content, construct and convergent validity showing how
respondents understood the choice tasks, meaningfully engaged with the exercise, and found it
consequential.

Conclusion

Overall, this is an innovative, well-planned and well-executed piece of work. The economic value
of NFR represent relevant evidence for policy appraisal and potential improvements to current
regulation, and this research offers robust and insightful economic value estimates. Additional
effort is needed to better understand the needs of users and beneficiaries of NFR in terms of
pathways to standardisation and specific sectoral implications. In addition, once the quality of
information will be improved, cross-impacts of type of ESG information and levels of
enforcement/assurance could be further explored.
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