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Preface

Misinformation and disinformation are not confined to the media; they can also arise through the public
communications of organisations. Annual reports and market announcements that include non-GAAP
performance measures risk introducing inaccurate information into the marketplace. This is particularly
concerning given that investors, insurers, suppliers, wholesalers, consumers and bankers often rely on these
reports — and New Zealand Stock Exchange (NZX) announcements - to assess a company’s performance and
financial stability, and make key decisions.

A growing grey zone has emerged around non-GAAP reporting. Without standards to ensure comparability
across time or between companies, non-GAAP data can be used to tell the story that management wants to
tell. But when does non-GAAP cross the line into misinformation, or even disinformation? For preparers,
the benefits of shaping the narrative are clear. But what about users of this information? Preparers may argue
that they are meeting the needs of users, but are they? How can we tell? And if users’ needs are not being met
by GAAP, why are standard setters not being more proactive?

Producing information is costly, so the significant investments companies are making in preparing and
publishing non-GAAP reporting suggest they believe the benefits outweigh these costs. This raises critical
questions: why are existing GAAP standards being overtaken by non-GAAP information, and why are
regulators not being more proactive in challenging financial disclosures that lack clear standards? Further,
when does disinformation become misinformation, and how can poor reporting be identified and addressed?
Most importantly, how do we prevent non-GAAP disclosures from distorting the understanding of
financial reality?

This paper provides insight into the scale of the issue. It aims to give standard setters and regulators an
accurate and accessible source of data on non-GAAP reporting practices in New Zealand. Our hope is that
it will spark further research and debate on how to manage this emerging risk to the effective functioning of
our markets and the wider economy. A well functioning economy is vital for sustaining jobs and incomes,
which makes resolving this issue both urgent and important - especially in the face of new and emerging
disruptions. Failure to act creates a moral hazard that New Zealand can ill afford.

Recent developments, particularly the introduction of NZ IFRS 18 and MPMs (management-defined
performance measures), represent meaningful progress toward addressing this issue. However, their
effectiveness will ultimately depend on strong leadership and firm regulatory oversight to ensure the standard
is implemented as intended and not diluted over time.

In this paper, although we make separate findings for annual reports and result announcements, they are
part of one interconnected system. This underscores the need for the NZX, the Financial Markets Authority
(FMA) and the Companies Office to put in place a more robust, aligned and cost-effective system of
governance. Governance is failing to keep pace with the real world.

Looking ahead, we hope this type of research - and regular reviews of the whole system - continue to
inform improvements in reporting standards and regulatory oversight.

Wendy McGuinness

Chief Executive

WORKING PAPER 2025/05 | MCGUINNESS INSTITUTE 7



Table 1: The legal basis for issuing financial reporting and climate reporting standards and guidance

Legislation Financial Reporting Act 2013 Financial Markets Financial Markets
Authority Act 2011 Conduct Act 2013’

Confers the legal Standards and guidance Guidance only Not applicable
authority to issue:

Public information
(financial
reporting)?

Public information
(climate reporting)

External Reporting
Board (XRB) role

Public information
(non-GAAP)*

Private
information

Notes to Table 1:

GAAP (NZ Accounting Standards)

Section 29: Tiers of financial reporting for
different classes of reporting entities

[Note: The tier structure is a key element of
New Zealand’s differential reporting system.
Under the new GAAP standard, NZ IFRS 18:
Presentation and Disclosure in Financial
Statements, measures previously classified
as non-GAAP, referred to as MPMs, will now
fall within GAAP for Tier 1and Tier 2 for-profit
entities. The standard becomes mandatory
from 1 January 2027.]

Section 20: Auditing and assurance standards
[Note: These standards only relate to GAAP.]

Climate reporting (NZ Climate Standards)

Section 9AA: Meaning of climate-related
disclosure framework

In addition, NZ SAE 1: Assurance Engagements
over Greenhouse Gas Emissions Disclosures is
provided to support climate reporting

Section 19B: Purpose of climate standards and
climate-related disclosures

Section 8: Meaning of generally accepted
accounting practice

[Note: This is only applicable if the information
conforms with the financial reporting standards
and/or an authoritative notice.]

Section 19A: Guidance for purposes of
non-financial reporting

[Note: XRB ‘may issue non-binding guidance that

relates to non-financial reporting’.]

Section 18: Non-GAAP standards

[Note: XRB can issue a non-GAAP financial
reporting standard, but it must state that it is

a non-GAAP standard. The Institute is aware

of only one XRB standard that is a non-GAAP
standard, Tier 4 (NFP) Standard Reporting
Requirements for Tier 4 Not-for-Profit Entities.]

Section 9: FMA’s
functions

[Note: Under s 9(1)(a)
(ii) the FMA can issue
guidance notes.’]

[Note: Neither the XRB nor the FMA has the mandate to issue standards

or guidance on internal management information, as this falls outside the

scope of their respective regulatory functions.]

1. There are also Financial Markets Conduct Regulations 2014.

Section 4610: Meaning of
climate reporting entity

Section 461Z: Climate
statements must be
prepared

Section 461ZH:
Assurance engagement
required for parts of
climate statements
relating to greenhouse
gas emissions

Section 461J: External
Reporting Board must
have regard to indication
of level of public
accountability.®

Section 461K: FMC
reporting entities
considered to have
higher level of public
accountability!

2. The financial reporting standards framework sets out how the accounting standards (which have the same meaning as the
financial reporting standards) operate together (see definition of ‘accounting standards’ in the Glossary on p.75). Note s 12:
Functions of Board [XRB] issue financial reporting standards [being] ... generally accepted accounting practice or non-GAAP
standards and s 17: Financial reporting standards may cover non-financial reporting.

See definition of ‘public accountability’ in the Glossary on p.80.

4. Non-GAAP information is considered to be all other financial information in the public arena, including non-GAAP financial
information contained in financial statements, annual reports and result announcements, and climate-related financial
information that is not required under a standard.

5. Thisincludes guidance on how entities should present non-GAAP financial information, but the guidance is not enforceable.

WORKING PAPER 2025/05 | MCGUINNESS INSTITUTE



1.0 Introduction

1.1 Purpose

The purpose of this research is threefold:

¢ to analyse the extent to which NZSX-listed companies are presenting non-Generally Accepted
Accounting Principles (non-GAAP) financial measures (what we refer to as non-GAAP measures in our
research) in their annual reports.

¢ to recommend ways to improve the presentation of non-GAAP financial information (what we refer to
as non-GAAP information in our research) in the annual reports of NZSX-listed companies, and

¢ to support the introduction of the New Zealand Equivalent to International Financial Reporting Standard
18: Presentation and Disclosure in Financial Statements (NZ IFRS 18), which becomes mandatory from
1 January 2027. NZ IFRS 18 applies to Tier 1 and 2 for-profit entities. It introduces the concept of a
management-defined performance measure (MPM), which is a specific type of non-GAAP measure, and
replaces NZ IAS 1 Presentation of Financial Statements (see Appendix 2).

The content of this paper can be summarised as follows:

e Section 2.0 discusses the terminology used and background information on non-GAARP reporting,
both internationally and in New Zealand.

e Section 3.0 outlines the method used for the analysis contained in this paper, the limitations, and
the assumptions.

e Section 4.0 provides the quantitative results of our research into the NZSX-listed companies’
annual reports and market announcements that discuss financial results (what we refer to as result
announcements in this paper). It also includes results from our secondary analysis comparing companies
listed only on the NZSX in 2023 to companies listed on both the ASX Main Board and NZSX, as well as
companies listed on the Unlisted Securities Exchange (USX) and state-owned enterprises (SOEs).

e Section 5.0 details observations on the consistency and clarity of non-GAAP disclosures in annual
reports and result announcements.

e Section 6.0 looks at examples of good practice and poor practice by companies that used non-GAAP
measures in their annual reports and result announcements.

e Section 7.0 sets out the Institute’s recommendations for standard setters and regulators to minimise
market risks for users of financial information. This section also contains recommendations for those
interested in undertaking research in this space.

1.2 Purpose of Project ReportingNZ

This paper forms part of the Institute’s Project ReportingNZ. This project actively contributes to building

an informed society, and the paper reflects the important role that financial markets conduct reporting
entities (FMC entities) play within society. When entities operate efficiently and reflect the values of the
communities in which they operate, they add value through employment, taxation revenue and support of
community initiatives. However, entities can also present challenges if they do not reflect societal values

or operate transparently. Project ReportingNZ looks into the role of annual reports as a tool for improving
relationships between entities and the communities they operate in. It also examines annual reports as one of
the few ways to collect readily available data on entities for use as evidence in policy development.

An underlying assumption of Project ReportingNZ is that New Zealand’s financial reporting standards
framework is no longer fit for purpose. Questions about what report-users need to know, in what format
and in what time frame, need to be explored and assessed regularly to ensure reports are timely, relevant,
cost-effective and useful. The adage ‘we manage what we measure’ has been a guiding principle through

the evolution of Project ReportingNZ. We developed this paper to offer standard setters and regulators an
accurate, accessible and long-term source of meaningful data on the reporting of non-GAAP information in
New Zealand. Our hope is that standard setters and regulators make better policy decisions and offer more
useful guidance as a result of this research. The overall aim is to ensure investors and other stakeholders have
timely, useful and reliable information to make better investment and consumption decisions.

WORKING PAPER 2025/05 | MCGUINNESS INSTITUTE 9



1.3 Series of working papers on NZSX-listed companies
In 2025, the Institute published three separate but related working papers.

1. Working Paper 2025/05 - Reviewing Non-GAAP Financial Information in Annual Reports
and Market Announcements of NZSX-listed Companies [this paper]

This paper identifies and examines the extent to which non-GAAP information is currently being presented
in annual reports, and in some cases financial statements and NZX announcements. The relevance of this
paper is that reporters are currently preparing a lot of additional information outside of GAAP that is not
required under the accounting standards issued by the External Reporting Board (XRB). They are doing this
voluntarily and at considerable cost, without common terms that enable investors and other stakeholders to
compare comparnies.

2. Working Paper 2025/06 - Analysing Climate Statements Contained in 2023 and 2024 Annual
Reports of NZSX-listed Companies'

Working Paper 2025/06 examines some aspects of recently published climate statements. It aims to contribute
to research on how New Zealand might better report and manage climate risks and maximise opportunities
in the transition to a low-carbon economy. It provides a quantitative assessment of the state of climate
reporting in New Zealand through the lens of NZSX-listed companies that have published annual reports
that mention New Zealand Climate Standards (NZ CS). The Institute was encouraged by progress in climate
reporting, with 68% of companies making full or partial NZ CS disclosures in 2024, up from 34% in 2023.
This regime provides a clear template for consistent reporting across time and companies, whether in annual
reports or linked external documents, and shows that adoption is achievable. However, the Institute noted
with concern that the Financial Markets Conduct Amendment Bill 2025 (Amendment Paper 446) proposes
to significantly reduce the number of climate reporting entities (CREs).2 MBIE stated if the reporting
threshold was raised to $1 billion, the number of CREs would be reduced from 164 to 34.

3. Working Paper 2025/07 - Analysing Carbon Offsetting Information Disclosed in 2021-2024
Annual Reports of NZSX-listed Companies®

Working Paper 2025/07 examines and identifies the extent to which carbon offsetting information has

been disclosed in the 2021-2024 annual reports of NZSX-listed companies. This paper aims to contribute

to the dialogue on how New Zealand might manage risks and maximise opportunities of carbon offsetting
reporting, and in turn, contribute to the country’s transition to a low-carbon economy. The reporting

of carbon offsetting commitments can be considered a type of anticipated financial effects (AFEs) in the
International Financial Reporting Standards (IFRS S2). Similarly, in New Zealand, it can be considered a
type of anticipated financial impacts (AFIs) in NZ CS, in climate-related financial disclosures. Hence, the
recommendations from Working Paper 2025/07 should be read in conjunction with the 16 recommendations
in Section 8 of Working Paper 2025/06. The Institute observed that the information that companies
disclosed on purchased carbon credits lacked detail and comprehensiveness, and that there was a lack of
consistency across companies. This was in contrast to the detailed information disclosed about customer
carbon credit schemes. While several factors may explain this disparity, one likely reason is the marketing
advantage associated with customer-focused schemes. To address this disparity, the Institute recommends
the development of stronger standards and clearer guidance on best practices for reporting purchased carbon
credits (including customer-focused schemes).

Note: It is important to note that the Financial Reporting Act 2013 established two different frameworks
under two different sections of the Act.

e The financial reporting standards framework. The generally accepted accounting practice (GAAP)
financial reporting standards are established under s 8 of the Financial Reporting Act 2013. Section 4 of
the XRB A1 standard outlines what currently constitutes GAAP.

e The climate-related disclosure framework (such as the NZ CS). The framework is established under
s 12(aa) of the Financial Reporting Act 2013. This means that the climate-related disclosure framework
is neither GAAP nor non-GAAP, but is its own reportng framework.

Non-GAAP information is defined here in negative terms: it encompasses disclosures not required under
GAAP as well as financial information outside the scope of the climate-related disclosure framework.

10 WORKING PAPER 2025/05 | MCGUINNESS INSTITUTE



2.0 Background

2.1 Terminology

Generally Accepted Accounting Principles (GAAP) refer to standardised accounting measures that NZSX-
listed companies are legally obligated to disclose in the financial statements of their annual reports. GAAP
financial information is derived from New Zealand’s equivalents to International Financial Reporting
Standards (NZ IFRS).

Section 39(6) of the Financial Market Conduct Regulations 2014 refers to a ‘non-GAAP financial measure’,
which is defined as follows:

Non-GAAP financial measures (Non-GAAP measures)

A non-GAAP financial measure is ‘a numerical measure of an issuer or an issuing group’s historical or future
financial performance, financial position, or cash flows that is used as an alternative to, or to supplement, a GAAP
financial measure’.

The term is also used in the Financial Markets Authority’s (FMA’s) 2017 Disclosing non-GAAP financial
information guidance note.* For the purposes of this paper we have removed “financial’ and just used
‘non-GAAP measures’, as non-GAAP measures are always financial in nature. They are specifically defined
as financial metrics that do not comply with GAAP. Other non-financial metrics (like customer satisfaction
scores or employee turnover rates) are not considered non-GAAP; instead, they are typically reported as key
performance indicators (KPIs) or part of broader sustainability/ESG reporting.

Non-GAAP measures differ from standard GAAP reporting, and most importantly, are not defined by
IFRS. Non-GAAP is the term most commonly used in the US.* In contrast, Europe tends to use the term
alternative performance measures (APMs).® Australia often uses the term non-IFRS. In New Zealand, the
term non-GAAP is preferred. The XRB did undertake some research in 2017 that used the term APMs
(see definition below) in relation to non-GAAP information. However, the term ‘APM’ is not used in any
accounting standards issued by the XRB.

Alternative performance measures (APMs)

APMs are company performance measures other than those reported in a company’s financial statements. Examples
of APMs include ‘underlying profits’, ‘normalised profits’, EBIT (earnings before interest and tax) and EBITDA
(earnings before interest, tax, depreciation and amortisation).”

NZ IFRS 18 outlines requirements for the ‘presentation and disclosure of information in general purpose
financial statements to help ensure they provide relevant information that faithfully represents an entity’s
assets, liabilities, equity, income and expenses’.* NZ IFRS 18 introduces the concept of a management-defined
performance measure (MPM), which is a specific type of non-GAAP measure. The XRB ran education
sessions on the implications of NZ IFRS 18 in late 2025.°

Management-defined performance measures (MPMs)

MPMs are ‘a subtotal of income and expenses that:

(a) an entity uses in public communications outside financial statements;

(b) an entity uses to communicate to users of financial statements management’s view of an aspect of the financial
performance of the entity as a whole; and

(c) is not listed in paragraph 118 [of NZ IFRS 18], or specifically required to be presented or disclosed by NZ IFRS’.*°

Examples include ‘adjusted profit, normalised/underlying earnings, and adjusted earnings before interest, tax,
depreciation and amortisation’. The External Reporting Board (XRB) has indicated that preparers will need to consider
whether EBITDA meets the definition of MPM above.!!

Unlike GAAP measures, non-GAAP measures and APMs lack standard definitions and are not easily
comparable across companies. Depending on your perspective, non-GAAP measures and APMs can
either enhance or complicate investment decisions. However, the accepted practice is to minimise the risk
for investors by prioritising GAAP information, placing non-GAAP measures/ APM:s alongside GAAP
information and where appropriate, reconciling non-GAAP measures and APMs against the most directly
comparable GAAP measures. "

WORKING PAPER 2025/05 | MCGUINNESS INSTITUTE 11



Key terms discussed in this working paper include:

Management commentary

The Institute uses the term ‘management commentary’ to refer to any part of the annual report outside of the financial
statements. Management commentaries constitute narrative reports that ‘provide context within which to interpret
the financial position’, providing ‘management with an opportunity to explain its objectives and its strategies for
achieving those objectives’.”®

Market announcements

Market announcements relate to all announcements made by NZSX-listed companies released publicly on the NZX
Market Announcement Platform. They contain information that issuers must release to the market to meet their
obligations under the NZX Listing Rules and their content is identified by specific type codes.

Non-GAAP information
The Institute uses the term ‘non-GAAP information’ to include mentions of the terms ‘non-GAAP’ or ‘non-IFRS’
and/or the reporting of selected non-GAAP measures.

Public communications

NZ IFRS 18 refers to public communications that sit outside a company’s financial statements. ‘Public communications
include management commentary, press releases and investor presentations. For the purpose of defining management-
defined performance measures, public communications exclude oral communications, written transcripts of oral

communications and social media posts.”*

Result announcements

The Institute uses the term ‘result announcements’ to refer to market announcements that directly or indirectly
discuss the financial results in some detail. Examples include announcements coded as ‘FLLYR’ and ‘HALFYR’,
or announcements coded as ‘MKTUPDATE’ and ‘GENERAL’ that relate to financial results. Importantly, result
announcements generally consist of a summary or overview page/s, as well as accompanying attachments.

Selected non-GAAP measures

Given that there is a wide range of possible non-GAAP terminology, the Institute decided to ensure a consistent
approach by using a small, identical set of non-GAAP measures to search both annual reports and result announcements.
In this paper, selected non-GAAP measures include: Adjusted, EBIT, Free cash flow, Normalised, Proforma/pro-forma/
pro forma and Underlying. Please note that each of these terms, except ‘free cash flow’, captures a range of non-GAAP
measures (e.g. ‘Underlying NPAT’). See Table A6.1 in Appendix 6 for a list of all variations of non-GAAP measures
found in 2023 and 2024 annual reports, and Table A8.1 in Appendix 8 for a list of all variations of non-GAAP measures
found in 2023 result announcements.

2.2 What s the problem?

The issue with non-GAAP information is that it lacks a universally accepted set of standards, allowing
organisations to present data that may not be verifiable or easily comparable across companies. In some
cases, this can result in listed companies making misleading or inaccurate disclosures in annual reports and
result announcements. So, the inclusion of non-GAAP measures can undermine the reliability of financial
reporting, distort market behaviour, and contribute to growing distrust among investors and stakeholders.

Importantly, companies operating in the public domain are held to a higher standard of transparency and
accountability. For this reason, most NZSX-listed companies fall under Tier 1 reporting, which requires
them to meet the most rigorous financial reporting standards.

So far, the approach to addressing the non-GAAP problem has been to require disclosure statements that
clearly identify when information is non-GAAP, specify where the non-GAAP data is presented, and
provide a reconciliation between GAAP and non-GAAP measures. This is intended to improve transparency
and help stakeholders better understand the differences between GAAP and non-GAAP. However, our
research found that these mechanisms are not working and that standard setters urgently need to enforce
these mechanisms and/or put in place new mechanisms.

The practice of reporting non-GAAP measures has drawn criticism for unduly complicating and confusing
financial figures and providing a ‘rosier picture of performance’ compared to the corresponding GAAP
measures.”> The FMA stated that non-GAARP financial information ‘has the potential to be misleading if
inconsistently presented, inadequately defined, not reconciled to the most comparable GAAP financial
information and/or used to obscure financial results determined in accordance with GAAP’.*
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Nevertheless, these measures continue to be used for a variety of reasons, including:

¢ to supplement GAAP measures by providing a more complete picture of a company’s
financial performance

¢ to account for operations that companies believe are not adequately accounted for under GAAP, or

¢ to adjust measures to provide a ‘core’ or ‘underlying’ figure when figures are skewed by certain activities
(similar to adjustments to inflation).”

Encompassing all three of these reasons is the use of non-GAAP measures to adjust financial figures in the
face of non-recurring, unusual or extraordinary costs, with the intention of providing better insight into the
‘core’ figures, or what the figures could look like in the future. For example, a KPMG review of 72 annual
reports from 2019 and 35 from 2020 found that reporting of non-GAAP financial information had increased
by 21% across the two years, likely due to the significant financial impact of COVID-19.1

Non-GAAP measures are considered to be a ‘response to economic demand for information that is not
satisfied solely by GAAP earnings’.’> GAAP standards are rigorous, highly regulated, predictable and
conservative and can prevent a company from presenting a more nuanced depiction of financial performance.
Non-GAAP measures are better at accounting for one-off payments, future profitability, and external shocks
like economic downturns or COVID-19. Yet while non-GAAP can be argued to be more informative, it
could also be seen as ‘self-serving’,?® in that management may select or adjust these measures to highlight
favourable outcomes.

For this reason, standard setters, regulators and accounting firms regularly review the risks associated with
non-GAAP measures (see recent reviews by XRB and FMA below).

External Reporting Board (XRB)

In 2016, the XRB conducted a survey to understand user perspectives on the usefulness of non-GAAP
financial measures within financial reports. The results highlighted how ingrained and ubiquitous non-
GAAP measures are for report users. The survey received 87 responses and produced a summary report,
Alternative Performance Measures: Are they meeting user needs? The survey found:

e 89% of respondents indicated they found non-GAAP measures useful or sometimes useful.

e 21% of respondents indicated they use GAAP as the primary measure of performance, while 18%
indicated they use non-GAAP as the primary measure of performance. 56% of respondents indicated
that they use both non-GAAP and GAAP measures together to understand performance.

e 71% of respondents understood the reason why a company was using non-GAAP measures and 76%
agreed the non-GAAP measures met the intended purpose.

e 69% of respondents disagreed that performance measures should be limited to GAAP measures, while
17% said they agreed.

*  75% of respondents thought non-GAAP measures should be assured.?!

Respondents made a number of suggestions to improve the quality and usefulness of non-GAAP
measures, including:

e explaining how each non-GAAP measure is derived/calculated

* providing comparisons for previous years and explaining any changes

* explaining why selected components are included or excluded

* indicating whether each measure is a GAAP or non-GAAP measure, and
e reconciling to the closest GAAP measure.”

It is interesting to note that the XRB in a 7 October 2025 presentation listed the following concerns raised by
international users:

» Not always clear why a particular non-GAAP measure is communicated or how it was calculated.

e Sometimes difficult to find information about these measures.®
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Financial Markets Authority (FMA)

In 2013, the FMA released Monitoring of non-GAAP disclosures, a review of the uptake of its previous

year’s non-GAAP reporting guidance note (see Section 2.3 on p.15). The FMA reviewed the market
communications of 23 NZSX-listed entities and found that 17 of the 23 companies reported non-GAAP
profit greater than their GAAP profit: the sample generated a total GAAP profit of $2348 million compared
to a non-GAAP profit of $4143 million.** Following on from this, in its 2017 Disclosing non-GAAP financial
information guidance note, the FMA warned that non-GAARP financial information ‘has the potential to be
misleading if inconsistently presented, inadequately defined, not reconciled to the most comparable GAAP
financial information and/or used to obscure financial results determined in accordance with GAAP’.»

PricewaterhouseCoopers (PwC)

Another review of the use of non-GAAP financial measures by NZSX-listed companies was carried out by
PwC in 2017, looking at the reporting practices of the NZX 50 (see Figure 1). The study, An alternative
picture of performance, found that while 46 (92%) of the companies altered their profit figure (amounting to
$4.8 billion worth of adjustments), only 11 of the 46 reported a figure lower than the original GAAP figure.”
Furthermore, 9% of these adjustments were undefined, making it difficult to assign them to a relevant
category (e.g. interest, income tax, depreciation, amortisation).

Figure 1: Adjustments made to values using non-GAAP financial measures

Source: PwC, An alternative picture of performance, June 2017.%
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Wall Street Journal

There is other anecdotal evidence of companies whose GAAP measures show they are less profitable than
their non-GAAP measures. For example, a study undertaken by the Wall Streer Journal found that in 2016,
94% of the S&P 500 chose to report non-GAAP financial information with the potential to increase the
GAAP profit by 44%.%

New Zealand Treasury

It is interesting to note that in the 2020 Financial Statements of the Government of New Zealand, the

New Zealand Treasury stated it had removed any fiscal strategy indicators that were non-GAAP,
including removing ‘operating balance before gains and losses’ (OBEGAL) from the Statement of Financial
Performance. Treasury added that ‘while this measure is derived from GAAP numbers, the operating
balance is the “bottom line” GAAP performance measure in the Statement of Financial Performance’.

The report explained that it had removed this content to ‘help clarify and tidy the Financial Statements

of Government’.”
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2.3 Regulation of non-GAAP measures presented in
company reports

Non-GAAP measures emerged in the early 2000s, alongside the rise of dot-com companies, whose new
business models benefited from alternative performance metrics.”® International accounting bodies have been
paying attention to their emergence for over two decades.

In 2002, the International Organization of Securities Commissions (IOSCO) released a Cautionary Statement
Regarding Non-GAAP Results Measures, to alert issuers, investors and other users of financial information that
is not prescribed by GAAP to take care when presenting and interpreting non-GAAP measures. An updated
statement was released in 2016. It states:

Non-GAAP financial measures can be useful to issuers and investors because they can provide additional
insight into an issuer’s financial performance, financial condition and/or cash flow. The use of non-GAAP
financial measures also can provide issuers with flexibility in communicating useful, entity specific
information. Problems can arise, however, when non-GAAP financial measures are presented inconsistently,
defined inadequately, or obscure financial results determined in accordance with GAAP. Furthermore, non-
GAAP financial measures typically lack a standardised meaning and, if so, are generally not comparable from
one issuer to the next.”!

The European Securities and Markets Authority (ESMA) released Guidelines on Alternative Performance
Measures in 2015; and the International Accounting Standards Board (IASB) issued the 2017 discussion
paper Disclosure Initiative — Principles of Disclosure, which sought feedback on how best to regulate
non-IFRS disclosures.’>*

In April 2024, the TASB issued IFRS 18 Presentation and Disclosure in Financial Statements, which includes
adding new subtotals into the Statement of Profit and Loss, to ensure comparability across companies.*
Additionally, the new standard adds a requirement on management-defined performance measures (MPMs),
which would enable subtotals of income and expenses that are not defined under IFRS (but used to
communicate management’s view of an aspect of a company’s financial performance) to be presented in the
financial statements with a reconciliation to GAAP totals.” The accounting standard New Zealand Equivalent
to International Financial Reporting Standard 18 Presentation and Disclosure in Financial Statements (NZ IFRS
18) was issued by XRB and has a mandatory date of 1 January 2027, meaning it must be applied by Tier 1

and Tier 2 for-profit entities for accounting periods that begin on or after this date.” In June 2025, the XRB
published an amendment that reduced the disclosure requirements on Tier 2 entities (see Appendix 2).

United States

In 2002, the US Government passed the Sarbanes-Oxley Act, which sought to enhance the financial
disclosures of public companies, including requirements for the US Securities Exchange Commission (US
SEC) to adopt rules around non-GAAP disclosures.” In 2003, US SEC published Regulation G: Conditions
Jor Use of Non-GAAP Financial Measures. Put into effect in 2003, the regulation requires that non-GAAP
financial information is not misleading, that companies provide directly comparable GAAP measures when
disclosing non-GA AP measures, and that they reconcile differences between the two.*

The US SEC will engage with public companies if it is concerned by non-GAAP disclosures in public
announcements. It first released guidance on non-GAAP measures in 2016, which it then expanded in
December 2022 with more detail on what constitutes a violation of its non-GAAP rules.?® In 2022, 22% of
the 863 letters that US SEC sent to public companies questioned company compliance with a section in its
guidance on calculations of non-GA AP measures. In 2023, approximately 30% of 1346 letters US SEC sent
to companies contained at least one comment related to non-GAAP financial information.®

Australia

In 2011, the Australian Securities and Investments Commission (ASIC) issued Regulatory Guide 230:
Disclosing Non-IFRS Financial Information. This ‘provides guidance on when users may or may not include
non-IFRS financial information in financial reports and what additional disclosure should be made so the
information is not misleading’.* Sections 296(1) and 304 of the Corporations Act 2001 require that financial
statements be prepared in accordance with Australian Accounting Standards, meaning that non-GAAP
financial information cannot be presented within the financial statements and notes to financial statements.
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Some exceptions are made for EBIT (as a subtotal of the Statement of Profit and Loss and Other
Comprehensive Income [if not presented in bold, a requirement of the standard]), and for results from
operating activities or operating profit and loss (if these subtotals are presented below the operating subtotal,
and are determined after deducting depreciation, amortisation, impairment and other items that are
considered part of operating activities).*

As part of ASIC’s financial reporting surveillance programme, a regular review of selected financial reports of
listed companies and other significant public interest entities takes place to ensure financial reports have been
prepared in accordance with the law.*

In 2021, ASIC published a media release on its website, having reviewed the financial report of ColorTV
Limited. ASIC raised concerns about the presentation of EBITDA operating profit/loss as a non-IFRS profit
measure in ColorTV Limited’s profit and loss statement. ASIC reminded preparers of financial information
that non-IFRS profit measures should generally not be included in financial statements. In August 2022,
ColorTV Limited reissued the financial statements without the non-IFRS measure.*

In March 2023, ASIC published another media release indicating that Southern Cross Media Group
Limited had removed its presentation of a non-IFRS profit measure following an ASIC review of its
2022 financial report. ASIC had raised concerns about the presentation of ‘Profit before depreciation,
amortisation, interest, impairment, fair value movements on financial derivatives and income tax
expenses for the year from continuing operations’ in the company’s statement of profit and loss, as it
was not in accordance with GAAP.#

New Zealand

The Financial Reporting Act 2013 requires selected companies to prepare financial statements in accordance
with accounting standards issued by the XRB. Exceptions exist if a company is not large and not an FMC
reporting entity (see the Companies Act 1993 and the Financial Markets Conduct Act 2013).%

In addition to the legal requirement in the Financial Reporting Act 2013, the Financial Markets Conduct
Act 2013 (FMCA) includes clauses that prohibit the provision of misleading or unsubstantiated financial
information, including in relation to future matters (pro forma figures). Following the enactment of the
FMCA, the FMA released its 2012 Guidance Note: Disclosing non-GAAP financial information, which was
subsequently updated in 2017 as the Disclosing non-GAAP financial information guidance note.”

Companies listed on the NZSX (and other FMC reporting entities) are encouraged to follow the FMA’s
guidance note. This note sets out the FMA’s expectations on the presentation of non-GAAP financial
information outside of financial statements, including market announcements, management commentary,
investor presentations, disclosure documents filed with the Registrar, and licensed market operators. FMA’s
guidance note also provides guidance on including reconciliations in the financial statements.

The guidance note confirms it does not constitute legal advice and does not replace GAAP or the law.
However, it recommends adherence to its principles in order to reduce the risk of publishing misleading
disclosures (prohibited under the FMCA) to obscure financial results.* It sets out six principles regarding the
presentation of non-GAAP financial information (see excerpt in Appendix 4):

e Principle 1: Defining the non-GAAP financial information
e DPrinciple 2: Prominence

e DPrinciple 3: Reconciliation

e Principle 4: Consistency

¢ Principle 5: Unbiased

e Principle 6: One-off/non-recurring items.*

The Institute is not aware of whether the FMA actively monitors non-GAAP disclosures in the public
announcements of FMC reporting entities.

Furthermore, our understanding is that the current legislation does not give the FMA remit to regulate non-
GAAP financial information in the financial statements, in contrast to ASIC, which was given remit under
Australia’s Corporations Act 2001.
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In 2017, a review of financial reporting by NZX 50 companies examined how the six principles outlined
above were applied in practice. It found that 33% of the companies displayed non-GAAP financial
information with greater prominence outside the financial statements. The review also looked at
reconciliation, noting that although 96% of companies provided reconciliation between non-GAAP and
GAAP figures, there was no standard place in the report to find these reconciliations. It found that:

*  24% of companies placed reconciliation in both the annual report and financial statements
*  20% of companies placed reconciliation in the annual report only
e 52% of companies placed reconciliation in the financial statements only.*

More recently, in May 2020, the FMA published a review of financial reporting in light of COVID-19.

The FMA identified multiple examples of annual reports that failed to adhere to its 2017 Disclosing non-
GAAP financial information guidance note. The review emphasised the use of ‘boilerplate’ reasoning, lack
of reconciliation, prominence, and inaccurate labelling, particularly when adjustments did not correspond
to the abbreviation used.”" As a result, the FMA reinstated the expectation that entities comply ‘with all the

principles (including consistency) in the FMA 2017 guidance note’.*?

Furthermore, in May 2024, the XRB issued a new accounting standard, NZ IFRS 18, which will become
mandatory from 1 January 2027 (see Appendix 1). Of particular relevance to this working paper, the
accounting standard will require entities to disclose information relating to ‘management-defined
performance measures’ (MPMs) (which are a specific type of APM or non-GAAP measure).”* Required
disclosures, and presentation of these disclosures, include but are not limited to:

e information relating to the management-defined performance measure(s) in a single note

e how the management-defined performance measure(s) compares with the measure(s) defined by

NZ IFRS

 labelling each management-defined performance measure and describing it in a clear and understandable
manner that does not mislead users of financial statements, and

e reconciliation between each management-defined performance measure and the most directly comparable
total or subtotal specifically required to be presented or disclosed by NZ IFRS.>*

2.4 Regulatory disparities between listed and unlisted public
companies in New Zealand

New Zealand’s financial reporting standards framework and the climate-related disclosure framework
distinguish between listed public companies, whose shares are traded on licensed markets like the NZX, and
unlisted public companies, whose shares are not publicly traded. While both are classified as ‘public’ entities,
the reporting burden they face differs significantly.

Listed and unlisted companies can be defined as follows:

e Listed public companies: These companies have access to a broad investor base as their shares are
publicly traded on a stock exchange; in New Zealand, this stock exchange is the NZX.% Due to their
public trading status, these companies are subject to stringent compliance and disclosure requirements.
They are regulated by NZX listing rules and broader financial market legislation, such as the FMCA.*

e Unlisted public companies: These companies are publicly owned firms whose shares are not traded on
stock exchanges but through private transactions or over-the-counter markets. They typically have a
more limited investor pool and they face fewer regulatory obligations, despite being classified as public
entities.”

The number of listed public companies in New Zealand has been in steady decline since 2015, reaching

a 40-year low of 112 in 2024. Meanwhile, there is no record of unlisted significant private companies in
New Zealand. This raises questions about market transparency and regulatory consistency. The current
frameworks may inadvertently incentivise companies to remain unlisted, or even delist from the NZSX, to
avoid the higher costs and scrutiny associated with listed status. This could undermine market transparency
and investor protection. As unlisted companies can still raise capital from the public, they should comply
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with the same regulatory compliance standards as listed companies to ensure investors have access to reliable,
accurate and comprehensive financial information. This is particularly relevant to the disclosure of
non-GAAP information.

The Unlisted Securities Exchange (USX)

The USX provides a trading platform for small- to medium-sized companies that are not listed on the
NZSX. Established in 2003, it presents itself as a ‘step on the road to joining a licensed financial product
market’ like the NZX, providing ‘a low-cost, first step for companies to facilitate share trading while
examining their future options’.”’

While the USX offers an alternative route for capital access, it does not impose the same level of regulatory
oversight as other trading platforms. In 2015, the USX was granted an exemption from subpart 7 of Part 5
of the Financial Markets Conduct Act 2013 (see Exemption Notice for a list of conditions).*

This exemption was heavily criticised by the NZX, which stated that it directly undermined the

FMCA’s goal of improving public confidence in New Zealand’s capital markets, at a time when market
confidence was still fragile after the 2008 financial crash. The NZX argued that ‘such an exemption would
result in significant and unnecessary risks to the confidence, integrity and reputation of New Zealand’s
capital markets’.!

Today, New Zealand’s economy remains fragile, and the NZX’s reasoning remains resonant.
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3.0 Methodology

The Institute has taken the FMA’s 2017 guidelines as a basis for the analysis of the extent to which non-
GAAP information is included in NZSX-listed company annual reports. It should be noted that the FMA
guidelines are not mandatory but, instead, encourage best practice. Assessing breaches of company legislation
is beyond the scope of this research, and their presentation (as far as we are aware) is not monitored. The
overarching method is set out in Figure 2.

Figure 2: Method to determine the prevalence of non-GAAP information in NZSX-listed company annual reports
and result announcements

For NZSX-listed companies:
(1) annual reports as at 31 December 2018, 2022, 2023 and 2024 and
(2) result announcements for the 2023 calendar year

!

Stage 1: Find soft copies

Stage 2: Search for
(i) mentions of ‘non-GAAP’ or ‘non-IFRS” and
(i) reporting of selected non-GAAP measures

Stage 3: Company analysis ~ ®-----------------ooo-ooooooooooos

3.1 Method for analysis of NZSX-listed companies’ annual reports

The following methodology describes the stages taken to review the 2018, 2022, 2023 and 2024 annual
reports of NZSX-listed companies. The decision to include a data set from 2018 was to identify if there
were any significant changes over the six-year period between 2018 and 2024 in the uptake of reporting
non-GAAP measures.

Stage 1: Find soft copies of each NZSX-listed company’s annual report
Annual reports were grouped by date of a company’s end of financial year. For example, a report dated
31 December 2023 but published in 2024 was grouped in the 2023 data set.

Annual reports for the year were found on the NZX website (under each entity). NZSX-listed company data
sets were taken directly from the NZX Main Board web page (NZSX). The Institute removed trusts, funds
and cooperatives, only including companies with the term ‘Limited’ or ‘Corporation’ in the company name.
See Table 2 overleaf.
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Step 1: Use NZX Research Centre to generate lists of NZSX-listed entities at 31 December of each
calendar year.

On the market activity page, specific dates as well as the specific board/market (e.g. NZSX) can be selected
to view the NZSX-listed entities on the chosen date. To generate lists of NZSX-listed companies used in this
research, the date 31 December, the relevant years and the NZSX were selected.

Please note that in some cases 31 December was either a Saturday or Sunday (non-trading days) and a list
of NZSX-listed entities could not be generated. In these cases, the nearest date to 31 December that was a
trading day was selected. This occurred in 2023 (29 December 2023 was used) and 2022 (30 December 2022
was used). The Institute has equated these dates to 31 December for the purposes of our research.

For example, in 2024, there were 180 entities on the NZSX.

Step 2: Remove non-Limited entities from the generated lists of NZSX-listed entities.

To ensure the generated lists only considered NZSX-listed companies, we removed trusts and funds by only
including companies with ‘Limited’ or ‘Corporation’ in their name.

For example, in 2024, 57 entities were removed, so 123 companies went through to the next stage.

Step 3: Search companies’ NZX announcements on the NZX website to find soft copies of annual reports.

For example, in 2024, 123 annual reports were found, meaning no annual reports were missing.

Other actions:

If a company’s annual report was not found, it was excluded from Step 2. This occurred in one case in each
of 2018 and 2022, and three cases in 2023. All 2024 annual reports were found.

If a company did not include its financial statements within the annual report, the two separate documents
were merged and treated as one document.

Table 2: Available annual reports for the years 2018, 2022, 2023 and 2024

NZSX-listed entities -mmm 2024

Number of NZSX-listed companies (found on NZX website) 124

Annual reports not found -1 -1 -3 0

Available annual reports (found in NZX announcements) 123 132 130 123
Note to Table 2:

More detail can be found in Table A5.2 in Appendix 5.

Stage 2: Search for mentions of ‘non-GAAP’ or ‘non-IFRS’ and selected non-GAAP measures

To assess and record whether a company included non-GAAP information within the annual report, the

Institute used the ‘advanced search’ function in Adobe Acrobat Pro to search for any mentions of ‘non-
GAAP’ or ‘non-IFRS’ and for selected non-GAAP measures.

The definition of selected non-GAAP measures and the reason behind the choice of these can be found in
Section 2.1 on p.11 and in the glossary on p.81.

The FMA guidelines recommend that companies state whether non-GAAP information has been audited

or reviewed. To assess and record this, the term ‘audit’ was also searched (if an explicit statement had not
already been found by the previous word search). While the guidelines indicate that including it within the
financial statements or notes to financial statements is not sufficient evidence of a non-GAAP measure being
audited, it was considered to have been audited if the figure sat within the financial statements.

One of the principles in the FMA report is reconciliation. Reconciliation is important because it helps

to both maintain integrity of financial statements and detect any discrepancies or errors that have arisen
during the accounting process. It is recommended that entities reconcile the non-GAAP information

with the most directly comparable GAAP financial information. Reconciliation occurs either through
presentation as a subtotal in one of the financial statements, or through provision of a separate table or
discussion of adjustments made in the annual report. Note, if a reconciliation was not captured using the
above terminology, the consolidated financial statements were checked to see if ‘operating profit’ (a term
sometimes used interchangeably with EBIT) was included within the subtotals of one of the balance sheets.
See for example, Green Cross Health Limited and Restaurant Brands NZ Limited in Appendix 7.
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Other components of the FMA guidelines were recorded during the exercise, if found in the text relating
to non-GAAP information, including:

e whether the company explained why it was choosing to disclose non-GAAP measures within the report

e what part of the annual report the information was found in (to understand the prominence of the
non-GAAP measure/s), and

e whether the annual report mentioned an external document containing a non-GAAP policy
or calculations.

Stage 3: Compare companies listed only on the NZSX with companies listed on both the NZSX
and the ASX Main Board

As a secondary analysis of the 2023 annual reports of NZSX-listed companies, comparisons on the use

of selected non-GAAP measures (including identification, assurance and reconciliation) were made between
companies listed only on the NZSX and companies listed on both the NZSX and the Australian Securities
Exchange Main Board (ASX Main Board). The purpose of this secondary analysis was to explore if
NZSX-listed companies that are also listed on the ASX Main Board are more transparent about the use

of non-GAAP measures. This was analysed due to our understanding that there is more regulation and
monitoring of the use of non-GAAP measures in the Australian market, by Australian legislation and ASIC
(see Section 2.3).

To identify which companies were listed on both exchanges, the Institute cross-checked the 31 December
2023 list of NZSX-listed companies against the 31 January 2024 list of ASX Main Board companies (also
called the company directory), retrieved from the ASX website. Companies that had not published a 2023
annual report at this time were excluded from this comparison. Please note that this analysis was not
repeated for the 2018, 2022 and 2024 annual reports.

For the purposes of this paper, we use the term ‘NZSX to refer to entities listed on the NZX Main Board
and the term ‘ASX Main Board’ to refer to entities listed on the Australian Securities Exchange (ASX).

Stage 4: Compare companies listed on the NZSX with companies listed on the USX

To provide insight into the impact of disparities in regulatory compliance requirements between listed
and unlisted companies, the Institute assessed the presentation of selected non-GAAP measures (including
identification, assurance and reconciliation) in the 2023 and 2025 annual reports of USX-listed companies
and compared these results to the 2023 results for NZSX-listed companies.

Step 1: Find soft copies of each USX-listed company’s annual report.

The Institute collected the annual reports of USX-listed companies by searching the announcements lodged
by each company on the USX website.

In 2023, there were 14 companies listed on the USX. One company did not publish a 2023 annual report.
Therefore, the data set for 2023 consists of 13 annual reports.

In 2025, as at 24 November, there were 16 companies listed on the USX. Three companies had not yet
published their 2025 annual reports. Therefore, the data set for 2025 consists of 13 annual reports.

Step 2: Search for mentions of ‘non-GAAP’ or ‘non-IFRS’ and selected non-GAAP measures.

Annual reports were searched following the same process as Stage 2 of the method (see p.20).

Stage 5: Compare companies listed on the NZSX with state-owned enterprises (SOEs)

On the whole, SOEs are subject to similar regulatory compliance requirements to listed companies. Given
this, the Institute wanted to compare the level of transparency around the use of non-GAAP measures by
SOEs and NZSX-listed companies. Therefore, the Institute assessed the presentation of selected non-GAAP
measures (including identification, assurance and reconciliation) in the 2023 and 2025 annual reports of SOEs
and compared these results to the 2023 results for NZSX-listed companies.
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Step 1: Find soft copies of each SOE’s annual report.

The Institute compiled a list of SOEs from Schedule 2 of the State-Owned Enterprises Act 1986. The website
of each SOE was then searched for its annual report. The Electricity Corporation of New Zealand Limited,
which is now a residual entity with the sole remaining task of winding up land title issues, was excluded as it
does not publish an annual report.®? Therefore, for both 2023 and 2025, the data sets consist of 10 SOE:s.

Step 2: Search for mentions of ‘non-GAAP’ or ‘non-IFRS’ and selected non-GAAP measures.

Annual reports were searched following the same process as Stage 2 of the method (see p.20).

3.2 Method for analysis of NZSX-listed companies’ result
announcements

Figure 3 describes the method taken to review the 2023 result announcements published on the NZX website
by NZSX-listed companies. This part of the analysis was carried out in January 2024, meaning that several
companies that were included in the data set of NZSX-listed annual reports had since delisted from the NZX
Main Board.

Figure 3: Method to analyse NZSX-listed companies’ 2023 market announcements

: Stage 2, Step 1: Search Stage 2, Step 2:
Stage 1: Find result result announcements Search result

Stage 3: Compile

announcements for mentions of the
announcements for results by company

[377 found] terms ‘non-GAAP’ and selected non-GAAP
‘non-IFRS’ measures

Stage 1: Find soft copies of result announcements published in 2023 by NZSX-listed companies

The Institute analysed 377 result announcements of 130 NZSX-listed companies. Many companies had a large
list of announcements, so the search was refined to announcements that were coded as coded as ‘FLLYR’ and
‘HALFYR’, or announcements coded as ‘ MKTUPDATE’ and ‘GENERAL’ that related to financial results.

Given the range of different terms (e.g. earnings announcements, result announcements, market
announcements) we decided to refer to these 377 market announcements as ‘result announcements’. One of
the recommendations suggests more clarity should be provided by NZX on how these documents should be
referred to in the public arena. Appendix 3 contains the NZX key document on result announcements.

Stage 2: Search for mentions of ‘non-GAAP’ or ‘non-IFRS’ and selected non-GAAP measures

The two-step process for those result announcements and their accompanying attachments is
explained below.

Note, the Institute did not search accompanying attachments if the main body of the announcement
contained selected non-GAAP measures (see Step 2(a)).
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Step 1: Search result announcements for mentions of the terms ‘non-GAAP’ and ‘non-IFRS’.

Adobe Acrobat Pro’s ‘advanced search’ function was used to find mentions of ‘non-GAAP’ or ‘non-
IFRS’ in the 377 announcements and accompanying attachments. As many companies made a number of
announcements, the findings were divided into three categories:

e None: None of the company’s result announcements mention the terms ‘non-GAAP’ or ‘non-IFRS’.

e Some: Some of the company’s result announcements mention ‘non-GAAP’ or ‘non-IFRS’, but not all.
For example, if a company had two result announcements that included one of the selected non-GAAP
measures, but only one mentioned the non-GAAP measures, the company was categorised as ‘some’.

e All: All the company’s result announcements mention ‘non-GAAP’ or ‘non-IFRS’.

Step 2: Search result announcements for selected non-GAAP measures.

Step 2 was broken up into two sub-steps:

Step 2(a): If the main body of the result announcement contained any of the selected non-GAAP
measures, its accompanying attachments were not searched for selected non-GA AP measures. Hence,
these result announcements did not go forward to Step 2(b). See Figure 33; there were 151 result
announcements in this group.

Step 2(b): If the main body of the result announcement did not contain any of the selected non-
GAAP measures, its accompanying attachments were then searched. See Figure 33; there were 89 result
announcements in this group.

This was because the aim was to scope which non-GAAP measures were commonly used, rather than
undertake an in-depth analysis by location, type or quantity.

Stage 3: Compile results by company
By compiling the data from Stage 1 and 2, result announcements could then be divided into three categories:
e Result announcements that contain selected non-GAAP measures and mention these as non-GAAP

e Result announcements that contain the selected non-GAAP measures but do not mention that these
are non-GAAP

e Result announcements that do not contain selected non-GAAP measures.

As companies published multiple result announcements and the results for each announcement
(including accompanying attachments) were different, companies were divided into three categories
when determining results:

e None (i.e. none of the result announcements contains selected non-GAAP measures)
e Some (i.e. at least one of the result announcements contains selected non-GAAP measures, but not all)

e All (i.e. all of the result announcements contain selected non-GAAP measures).

For example, if a company had two result announcements that included a selected non-GAAP measure,
but only one identified that measure as ‘non-GAAP’, the company was categorised as ‘some’.

3.3 Assumptions
The following assumptions were made when designing the method.

1. If a company only partially identified measures in the annual report as non-GAAP (i.e. used more
than one non-GAAP measure but only explicitly stated that one of them was non-GAAP), then it was
recorded as having explicitly mentioned the use of non-GAAP measures.

2. If a company mentioned a non-GAAP measure, but did not include a figure, or only included a statistic
(as a percentage), this was not recorded as the use of a non-GAAP measure.
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If a company only partially reconciled its non-GAAP measure to a comparable GAAP measure (i.e. used
more than one non-GAAP measure but reconciled only one of those measures), then it was marked as
having reconciled a selected non-GAAP measure.

If a company explained why it had presented non-GAAP information in the annual report for at least
one of the selected non-GAAP measures used, it was recorded that the company had explained why.
This is despite, in some cases, the company explaining the ‘reason’ for only some of the selected non-
GAAP measures.

There were a number of assumptions made in regard to whether selected non-GAAP measures had been
audited:

a. If a selected non-GAAP measure sat in the management commentary (and not in the financial
statements), with no mention that it had been audited, then it was assumed it had 7ot been audited.

b. If a selected non-GAAP measure sat inside the financial statements or notes to the financial
statements without an explicit statement that it had not been audited, then it was assumed it
was audited.

c. If a company included more than one non-GAAP measure, with some sitting within the financial
statements and others sitting in the management commentary, then it was assumed they were
audited (unless explicitly mentioned), as the Institute did not cross-check where each measure was
placed to find discrepancies.

Some companies used the terms ‘EBIT” and ‘Operating Profit’ interchangeably in (i) the financial
statements and (i1) the management commentary of their annual report. This was found in the
assessment of whether a company had reconciled its non-GAAP measures with GAAP because the
company would refer to EBIT throughout the annual report but include the term ‘Operating Profit’
within the financial statements. In these situations, we considered a reconciliation of ‘EBIT” and
‘Operating Profit’ was disclosed, but our view is more research is needed to have confidence that a
detailed reconciliation was provided in line with the 2017 FMA guidance (see principle 3:
Reconciliation, in Appendix 4).

Highlight pages usually contain infographics with high-level performance measures. They often have
different titles such as ‘highlights’, ‘summary’ or ‘the year in numbers’. These were considered to be
highlights if they sat at the front and contained summarised, high-level infographics or figures.

If a company’s financial statements were prepared under a different set of accounting standards (e.g. US
GAAP), reconciliation was treated in the same way, especially given that reconciliation is mandatory
under US regulations.

3.4 Limitations

The following set of limitations are due in part to the qualitative nature of the exercise and the limited time
and resources.

24

This research looks at the type and quantity of information and does not assess the quality of this
information. The extent to which information is accurate or informative is outside the scope of
this research.

The Institute only searched a small number of common types of non-GAAP measures (see selected non-
GAAP measures in the glossary). Therefore, a number of non-GAAP measures will have been missed.
This is particularly relevant to companies that included non-GAAP information in their annual report
but did not always explicitly state they had done so.

This research does not assess whether non-GAAP information is misleading investors. To look at how
the financial figures presented in the reports differ between non-GAAP and GAAP equivalents was
beyond the scope of this research.
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Some of the FMA guideline principles are subjective by nature, for example, ensuring that the non-
GAAP information is not presented with undue and greater prominence than GAAP financial
information.®> We therefore did not make any judgements on the presentation of the information.
However, we have recorded whether the non-GAAP information was found in the highlights. See
discussion in Section 4.1, Observation 3 in Section 5.1 and examples in Appendix 7.

The Institute tried to reduce subjectivity as much as possible regarding disclosing why a company has
presented non-GAAP information in the annual report; however, there is a small level of subjectivity
in this analysis. The Institute was careful to differentiate between what and why.

The figures used for this data on reconciliations include companies that only provided partial
reconciliations. For example, if a company only reconciled two out of three selected non-GAAP
measures used, the Institute has treated the company’s measures as ‘being reconciled’. See also
assumption 5 in Section 3.3 above.

Some companies included a link to an external document reconciling the non-GAAP measures with
the most comparable GAAP measure, or a non-GAAP policy. This research looks only at the content
of annual reports so the information in these additional documents was not analysed. However, where
there was mention of an additional document, this was recorded.

As part of the NZSX-listed companies analysis, 2023 market announcements coded as ‘ANNREP’
were excluded from the search to avoid recording annual report information twice. Consequently,
some of the selected non-GAAP measures could have been used within these announcements and as
a result may have been missed.
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4.0 Results

Note: All percentages are rounded to the nearest integer. Where percentages did not add up to 100 when
rounded, the percentage closest to .5 was rounded up or down. In cases where all percentages contain a .5, the
lower percentage was rounded down.

4.1 Analysis of annual reports

4.1.1 Comparison by year of NZSX-listed companies

Methodology: The method for this subsection is explained in Section 3.1, Stage 2: Search for mentions of
‘non-GAAP’ or ‘non-IFRS’ and selected non-GAAP measures.

1. An increasing proportion of companies are mentioning that they report non-GAAP information

There has been an increase in companies mentioning that they report non-GAAP information in
their annual reports (see Figure 4 below). Of the companies that included non-GAAP terms in their
annual reports:

e 50% (61 out of 123) mentioned the term ‘non-GAAP’ or ‘non-IFRS’ in 2018
*  64% (84 out of 132) mentioned the term ‘non-GAAP’ or ‘non-IFRS’ in 2022
e 64% (83 out of 130) mentioned the term ‘non-GAAP’ or ‘non-IFRS’ in 2023
e 65% (80 out of 123) mentioned the term ‘non-GAAP’ or ‘non-IFRS’ in 2024.

Interestingly, the term ‘non-IFRS’ is still used in some annual reports (see Michael Hill International Limited
and Downer EDI Limited in Appendix 7).

Four companies used the term ‘alternative performance measure’: Argosy Property Limited in 2018, AoFrio
Limited in 2022, ANZ Group Holdings Limited in 2023 and Asset Plus Limited in 2024. One company,
Westpac Banking Corporation, used the term ‘non-AAS’, i.e. non-Australian Accounting Standards. Both
were considered equivalent to the term ‘non-GAAP’. Other variations of the term were also used by
companies, including ‘non-NZ GAAP’ and ‘non-Generally Accepted Accounting Practice’.

Figure 4: Mentions of the terms ‘non-GAAP’ or ‘non-IFRS’ in 2018, 2022, 2023 and 2024 annual reports
of NZSX-listed companies
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2. Most NZSX-listed companies are including a number of non-GAAP measures alongside GAAP to
show performance

Across all four years, a large majority of NZSX-listed companies included non-GAAP measures within their
annual reports. Notably, the number of companies including non-GAAP information in their annual reports
increased by 10% between 2018 and 2024 (see Figure 5 below):

e 70% (86 out of 123) contained selected non-GAAP measures in their annual reports in 2018

e 79% (104 out of 132) contained selected non-GAAP measures in their annual reports in 2022
e 82% (107 out of 130) contained selected non-GAAP measures in their annual reports in 2023
e 80% (99 out of 123) contained selected non-GAAP measures in their annual reports in 2024.

In the remainder of this section, companies that did not include non-GAAP measures in their annual reports
have been removed.

Notably, there is a gap between the number of companies using non-GAAP measures and the number of
companies reporting the term ‘non-GAAP’ or ‘non-IFRS’. This means that some companies are failing to
identify for users which financial measures are non-GAAP. Of the companies that included selected non-
GAAP measures in their annual reports:

*  29% (25 out of 86) did not mention the term ‘non-GAAP’ or ‘non-IFRS’ in 2018

*  19% (20 out of 104) did not mention the term ‘non-GAAP’ or ‘non-IFRS’ in 2022
e 22% (24 out of 107) did not mention the term ‘non-GAAP’ or ‘non-IFRS’ in 2023
e 19% (19 out of 99) did not mention the term ‘non-GAAP’ or ‘non-IFRS’ in 2024.

Despite transparency around the use of non-GAAP measures improving between 2018 and 2022, progress
has since stagnated. All companies should clearly identify which financial measures are non-GAAP, in
accordance with principle 1 of the FMA’s 2017 Disclosing non-GAAP financial information guidance note (see
p.16 and Appendix 4).

Figure 5: Reporting of selected non-GAAP measures in 2018, 2022, 2023 and 2024 annual reports
of NZSX-listed companies
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3. Companies are using a diverse range of non-GAAP measures, making comparison difficult

Most selected non-GAAP measures appeared only once across the annual reports for each year, making
them one-offs and company specific. The proportion of these one-off measures remained relatively consistent
over time:

e 77% (99 out of 128) of selected non-GA AP measures found across the full set of annual reports were used
only once in 2018*

o 74% (95 out of 128) of selected non-GA AP measures found across the full set of annual reports were used
only once in 2022*

e 75% (124 out of 165) of selected non-GA AP measures found across the full set of annual reports were
used only once in 2023

e 74% (109 out of 147) of selected non-GA AP measures found across the full set of annual reports were
used only once in 2024.

The lack of consistency in terminology, as well as in calculations and presentation of the information,
demonstrates the difficulty in comparing non-GAAP measures across different companies (see Figure 6).
See Appendix 6 for a full list of variations of selected non-GAAP measures used in the 2023 and 2024
annual reports of NZSX-listed companies.

Figure 6: Recurrence of selected non-GAAP measures reported in 2018, 2022, 2023 and 2024 annual reports of
NZSX-listed companies
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Note to Figure 6
The original 2018 and 2022 research files can no longer be found. Unfortunately, when moving systems, the files were accidentally
lost. However, our records show that both 2018 and 2022 data were independently checked in 2023.
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4. ‘EBIT’ and ‘EBITDA’ are the most commonly mentioned non-GAAP terms in annual reports

Figure 7 shows that the use of EBIT and/or EBITDA is widespread, with almost half of companies using
‘EBITDA’. The Institute noticed that companies seemed to be failing to identify these measures more often
than other non-GAAP measures, perhaps due to how common they have become. Some companies even
labelled these measures as GAAP (see Section 6.1 on p.63).

Figure 7: Mentions of the terms ‘EBIT” or ‘EBITDA’ in 2018, 2022, 2023 and 2024 annual reports of

NZSX-listed companies
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Notes to Figure 7:
Equivalents of ‘EBIT’ include ‘operating profit” and ‘profit/(loss) before interest and tax’.

Equivalents of ‘EBITDA’ include ‘earnings before interest, taxes, depreciation, and amortisation’.
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5. Most companies are not stating whether the non-GAAP information has been audited

The recommendation to state whether non-GAARP figures have been audited has had the lowest uptake
among the FMA guidelines, with little improvement found between 2018 and 2024. Only a small number
of companies mention whether non-GAAP information has or has not been audited, although this increased
from 14% in 2018 to 20% in 2024. This means, in 2024, the vast majority (80%, or 79 out of 99 companies)
did not mention whether non-GAAP information had been audited or not (see Figure 8). In this situation,
the Institute could only assume whether companies had or had not audited non-GAAP information (see
Section 3.3).

Figure 8: Assurance of selected non-GAAP measures in 2018, 2022, 2023 and 2024 annual reports of NZSX-listed
companies

_—>
120
% trend over time
0,
100 95[04%)  27[25%]
23 [23%]
80 19 [22%] .
12 [12%] 14 [13%] 10 [10%]

59 [57%] 60 [56%] 56 [57%]
55 [64%]

Number of annual reports

6 6% Lo lnove

0 2018 2022 2023 2024
[86] [104] [107] [99]
Year
. Audited (mentioned) . Audited (assumed) Not audited (mentioned) Not audited (assumed)

30 WORKING PAPER 2025/05 | MCGUINNESS INSTITUTE



6. Most companies are reconciling their non-GAAP measures with comparable GAAP measures

The Institute assessed how many companies are reconciling selected non-GAAP measures with comparable
GAAP measures. Note that the Institute did not differentiate between companies that reconciled all selected

non-GAAP measures used in the annual report, and companies that only reconciled some of those non-
GAAP measures.

Although there is an improvement in the level of reconciliations in 2024, illustrated by Figure 9 below, 19%
of companies s still a significant number failing to complete reconciliations.

e 16% (14 out of 86) of companies did not reconcile non-GAAP measures with GAAP measures in 2018

e 17% (18 out of 104) of companies did not reconcile non-GAAP measures with GAAP measures in 2022
*  27% (29 out of 107) of companies did not reconcile non-GAAP measures with GAAP measures in 2023
e 19% (19 out of 99) of companies did not reconcile non-GAAP measures with GAAP measures in 2024.

Often companies using multiple non-GAAP measures did not reconcile all of them. Some companies also
reconciled non-GA AP measures in their income statements. Though this does not breach the guidelines
issued by the FMA in 2017, the practice has been criticised by international bodies such as ASIC.* Many
companies did not label their reconciliation/s, making them difficult to find. Note that the Institute did
not differentiate between companies that identified reconciliation/s within the annual report and those that
included reconciliation/s but did not label them as such.

Figure 9: Reconciliation of selected non-GAAP measures in 2018, 2022, 2023 and 2024 annual reports
of NZSX-listed companies
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Notes to Figure 9:
Companies that have only made partial reconciliations (e.g. two out of three selected non-GAAP measures reconciled) have been
treated as providing reconciliation.
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7. Most companies that are using non-GAAP measures are placing the information in both the
financial statements and the management commentary

Across all four data sets, selected non-GAAP measures were found in almost all sections of annual reports,
with most companies placing non-GAAP measures in both the financial statements and the management
commentary (see Figure 10).

Figure 10: Location of selected non-GAAP measures included in 2018, 2022, 2023 and 2024 annual reports
of NZSX-listed companies
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8. The majority of companies are presenting non-GAAP measures within the highlights section of the
annual report

Across all four years, most companies presenting non-GAAP measures are including these figures within
the highlights section of their annual reports. Highlights sections are usually presented as colourful
infographics at the front of the management commentary and provide an easy-to-read summary of the
performance of the company.

Deciding whether it is appropriate for non-GAAP measures to be presented more prominently than GAAP
measures is a matter of judgement. Consequently, the Institute decided not to analyse the prominence

and location of non-GAAP measures in any detail. However, we found many cases in which non-GAAP
measures seemed to have greater prominence than GAAP measures, including some that were not labelled
as non-GAAP. See discussion in Observation 3 of Section 5.1 and the examples of Ebos Group Limited and
Infratil Limited in Appendix 7.

Given the majority of annual reports include non-GAAP measures within their highlights, the positioning
of this information suggests it is a key metric that preparers of annual reports want users of the reports to
look at. This is a critical place where non-GAAP measures should be clearly identified and reconciled.

Notably, the inclusion of non-GAAP measures in the highlights section of an annual report is becoming
more common. See Figure 11 below:

e 70% (60 out of 86) contained selected non-GAAP measures in the highlights section in 2018

76% (79 out of 104) contained selected non-GA AP measures in the highlights section in 2022
. 7 (

7% (82 out of 107) contained selected non-GAAP measures in the highlights section in 2023

e 85% (84 out of 99) contained selected non-GAAP measures in the highlights section in 2024.

Many companies are presenting non-GAAP measures in the highlights section of their annual reports
without identifying these measures as non-GAAP anywhere in the annual report. This applied to:

e 17% of companies (15 out of 86) in 2018

e 12% of companies (12 out of 104) in 2022
e 15% of companies (16 out of 107) in 2023
e 15% of companies (15 out of 99) in 2024.

While undertaking this research, the Institute found that 15 2023 annual reports used non-GAAP measures
in the highlights section of the annual report but did not label them as non-GAAP. See for example the 2023

annual reports of Blis Technologies Limited, Ebos Group Limited, Marsden Maritime Holdings Limited,
Skellerup Holdings Limited and Vital Limited.
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Figure 11: Selected non-GAAP measures in the highlights sections of 2018, 2022, 2023 and 2024
annual reports of NZSX-listed companies
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9. Companies are, for the most part, explaining why they have chosen to present selected non-GAAP
measures in their annual report

The number of companies adopting the FMA guideline that encourages explaining why a non-GAAP
measure has been included within the annual report has increased by almost 15% between 2018 and 2024.
See Figure 12 below:

*  57% (49 out of 86) of annual reports explained why selected non-GAAP measures had been used in 2018

63% (66 out of 104) of annual reports explained why selected non-GAAP measures had been used in 2022
. 62%

66 out of 107) of annual reports explained why selected non-GAAP measures had been used in 2023
e 71% (70 out of 99) of annual reports explained why selected non-GAAP measures had been used in 2024.

Explanations were typically vague and generic, with many companies using almost identical wording, for
example, ‘these non-NZ GAAP measures provide useful information to readers to assist in the understanding
of the financial performance and position of the Group’,*® or non-GAAP measures ‘are used internally to
evaluate the performance of business units’.*

Figure 12: Explanations given for the reporting of selected non-GAAP measures in 2018, 2022, 2023 and 2024
annual reports of NZSX-listed companies
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10. A small number of companies are referencing an external document containing their non-GAAP
policies, calculations or reconciliations

The percentage of companies mentioning an external document that contains the company’s non-GAAP

policies, calculations or reconciliations has remained relatively constant from 2018 to 2024 (see

Figure 13 below):

* 9% (8 out of 86) referred to an external document containing non-GAAP policies, calculations or
reconciliations in 2018

e 13% (14 out of 104) referred to an external document containing non-GAAP policies, calculations or
reconciliations in 2022

e 18% (19 out of 107) referred to an external document containing non-GAAP policies, calculations or
reconciliations in 2023

e 17% (17 out of 99) referred to an external document containing non-GAAP policies, calculations or
reconciliations in 2024.

This is perhaps indicative of companies developing their own set of non-GAAP measures that enable
increased comparability over time.

Figure 13: Reference to external non-GAAP documents in 2018, 2022, 2023 and 2024 annual reports
of NZSX-listed companies
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4.1.2 Comparison of NZSX-listed only versus NZSX- and ASX Main Board-listed companies
in 2023

Methodology: The method for this subsection is explained in Section 3.1, Stage 3: Compare companies listed
only on the NZSX with companies listed on both the NZSX and the ASX Main Board.

Figure 14 below illustrates how many NZSX-listed companies in 2023 were listed on both the NZSX and
ASX Main Board and how many were listed on the NZSX only. The observations in the remainder of the
section compare these two different groups. This data allows us to compare reporting requirements between
the NZSX and the ASX Main Board.

Please note that this analysis was only completed for 2023 annual reports.

Figure 14: Number of companies listed only on the NZSX or both the NZSX and ASX Main Board
Note: This is out of 130 available 2023 annual reports.
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1. Companies listed on both exchanges are more likely to mention the term ‘non-GAAP’ or
‘non-IFRS’ in their annual reports

Companies listed on both exchanges were more likely to use the term ‘non-GAAP’ or ‘non-IFRS’ than

companies listed only on the NZSX. See Figure 15 below.

Figure 15: Mentions of the term ‘non-GAAP’ or ‘non-IFRS’ in the 2023 annual reports of companies listed on
both the NZSX and ASX Main Board and companies listed only on the NZSX
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2. Companies listed on both exchanges are more likely to contain selected non-GAAP measures in
their annual reports

Selected non-GAAP measures were found to be more common in the 2023 annual reports of companies that
are listed on both exchanges (92%, or 45 out of 49), compared with companies that are listed only on the
NZSX (77%, or 62 out of 81). See Figure 16 below.

Selected non-GA AP measures were found to be more commonly labelled as ‘non-GAAP’ or ‘non-IFRS’ in
the 2023 annual reports of companies that were listed on both exchanges. Of the companies that included
selected non-GAAP measures in their 2023 annual reports:

e 87% (39 out of 45) of those listed on both exchanges mentioned the term ‘non-GAAP’ or ‘non-IFRS’
e 71% (44 out of 62) of those listed only on the NZSX mentioned the term ‘non-GAAP’ or ‘non-IFRS’.

This may imply that the ASX Main Board places a stronger requirement or provides more guidance on
providing clearer disclosures.

Figure 16: Reporting of selected non-GAAP measures in the 2023 annual reports of companies listed on both
the NZSX and ASX Main Board and companies listed only on the NZSX
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3. Companies listed on both exchanges and companies listed only on the NZSX provide a similar
level of auditing assurance regarding selected non-GAAP measures

Figures 17 and 18 illustrate the level of assurance that companies obtained for selected non-GAAP measures
contained within their 2023 annual reports. The results are similar between the groups, with 62% (28 out
of 45) of companies listed on both exchanges receiving an audit of the non-GAAP measures used (including
cases where it was not explicitly stated that the figure/s had been audited but they were assumed to have
been audited because they sit in the financial statements), compared with 61% (38 out of 62) of companies

listed only on the NZSX.

However, there is a difference in how companies discuss the audit of non-GAAP measures. 22% (10 out of
45) of companies that were listed on both exchanges were explicit about whether non-GAAP measures were
audited, compared to 18% (11 out of 62) of companies listed only on the NZSX.

Figure 17: Assurance of selected non-GAAP measures in the 2023 annual reports of companies listed on both
the NZSX and ASX Main Board
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Figure 18: Assurance of selected non-GAAP measures in the 2023 annual reports of companies listed only on
the NZSX
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4. Companies listed on both exchanges are more likely to reconcile the selected non-GAAP measures
used in their annual reports

Selected non-GAAP measures were more commonly reconciled by companies listed on both exchanges (84%,

or 38 out of 45), with four of those reconciliations found in an external document. This is compared with

reconciliations by companies listed only on the NZSX (65%, or 40 out of 62), three of whose reconciliations

were found in an external document. See Figure 19 and Table 3 below.

Arguably, best practice would be for all companies to prepare reconciliations between GAAP and non-
GAAP measures and for all reconciliations to be found in the annual report.

Figure 19: Reconciliation of selected non-GAAP measures in the 2023 annual reports of companies listed on
both the NZSX and ASX Main Board and companies listed only on the NZSX
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Table 3: Reconciliation of selected non-GAAP measures in the 2023 annual reports of companies listed on both
the NZSX and ASX Main Board and companies listed only on the NZSX

Extent of reconciliation Listed on the ASX Main Listed on the NZSX only
Board and the NZSX

Total number of companies that reconciled 84% (38 out of 45) 65% (40 out of 62)

selected non-GAAP measures

«  Reconciled selected non-GAAP measures in 76% (34 out of 45) 60% (37 out of 62)
annual report

«  Reconciled selected non-GAAP measures in 9% (4 out of 45) 5% (3 out of 62)
an external document

Did not reconcile selected non-GAAP measures 16% (7 out of 45) 35% (22 out of 62)
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5. Companies listed on both exchanges are more likely to explain why non-GAAP measures are used
in their annual reports

Companies listed on both the NZSX and ASX Main Board commonly provided explanations for their use

of non-GAAP measures within their 2023 annual reports. A higher percentage of companies listed on both

the NZSX and ASX Main Board (69%, or 31 out of 45) provided non-GAAP explanations compared with

companies listed on the NZSX (56%, or 35 out of 62). See Figure 20.

Figure 20: Explanations given for selected non-GAAP measures contained in the 2023 annual reports of
companies listed on both the NZSX and ASX Main Board and companies listed only on the NZSX
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4.1.3 Comparison of NZSX-listed versus USX-listed companies in 2023 and 2025

Methodology: The method for this subsection is explained in Section 3.1, Stage 4: Compare companies listed
on the NZSX with companies listed on the USX.

Below are the results from the Institute’s analysis of the 2023 and 2025 annual reports of USX-listed
companies, as compared to the results for the 2023 annual reports of NZSX-listed companies. Although the
USX data sets are small, they give an indication of the level of transparency of unlisted public companies
versus NZSX-listed companies regarding non-GAAP information.

1. USX-listed companies are less likely to use selected non-GAAP measures in their annual reports

In 2023 and 2025, 62% of USX-listed companies (8 out of 13) used selected non-GA AP measures in their
annual report, compared to 82% of NZSX-listed companies (107 out of 130) in 2023. See Figure 21 below.

In the remainder of this section, companies that did not include non-GAAP measures in their annual reports
have been removed.

Figure 21: Reporting of selected non-GAAP measures in annual reports of NZSX- and USX-listed companies
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Note: The data sets we are comparing in the subsections below are significantly different in size.
Because of this, we have chosen to show percentages rather than numbers in the graphs, in order to
compare the proportions.
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2. USX-listed companies are less likely to identify that measures are non-GAAP

In 2023 and 2025, only 38% of USX-listed companies (3 out of 8) identified where measures used were non-
GAAP, compared to 78% of NZSX-listed companies (83 out of 107) in 2023. See Figure 22 below. In 2023,
only two companies used the term non-GAAP, with one company describing EBITDA as a measure that
‘does not have a standardized meaning prescribed by generally accepted accounting practice’.”” In 2025, five
companies used the term ‘non-GAAP’. However, two of these companies only used the term ‘non-GAAP’
when discussing the new requirements under NZ IFRS 18, and were therefore treated as a non-mention in
this research.

Figure 22: Mentions of the terms ‘non-GAAP’ or ‘non-IFRS’ in annual reports of NZSX- and USX-listed companies
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3. USX-listed companies are less likely to provide auditing assurance regarding selected non-GAAP

measures

In 2023, 63% of NZSX-listed companies (67 out of 107) received an audit of the non-GAAP measures used.
Only 7 of these companies were explicit about whether non-GAAP measures had been subject to audit.

In 2023, 50% of USX-listed companies (4 out of 8) received an audit of the non-GAAP measures used. The

remaining four companies did not include non-GAAP measures in their financial statements.

In 2025, 63% (5 out of 8) of USX-listed companies received an audit of the non-GAAP measures used.

Across both years, only one USX-listed company was explicit about whether non-GAAP measures had been

subject to audit. See Figure 23 below.

Figure 23: Assurance of selected non-GAAP measures in annual reports of NZSX- and USX-listed companies
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4. The percentage of USX-listed companies reconciling selected non-GAAP measures has increased to
a similar level to NZSX-listed companies

In 2023, 73% of NZSX-listed companies (78 out of 107) reconciled at least one of the selected non-GAAP
measures to the most directly comparable GAAP measure.

In 2023, 50% of USX-listed companies (4 out of 8) reconciled at least one of the selected non-GAAP measures
to the most directly comparable GAAP measure.

In 2025, 88% of USX-listed companies (7 out of 8) reconciled at least one of the selected non-GAAP
measures. See Figure 24 below.

Across both years, only one USX-listed company explicitly identified where non-GAAP measures
were reconciled.

Figure 24: Reconciliation of selected non-GAAP measures in annual reports of NZSX- and USX-listed companies
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5. USX-listed companies are less likely to present selected non-GAAP measures in the highlights
section of their annual reports

In 2023, 77% of NZSX-listed companies (82 out of 107) presented selected non-GAAP measures in the
highlights section of their annual reports.

In 2023, 25% of USX-listed companies included selected non-GAAP measures in the highlights section of
their annual reports.

In 2025, no USX-listed companies presented selected non-GAAP measures in the highlights section. See
Figure 25 below.

This indicates that non-GAAP information is given less prominence by USX-listed companies than by
NZSX-listed companies.

Figure 25: Selected non-GAAP measures in the highlights sections of annual reports of NZSX- and USX-listed
companies
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6. USX-listed companies are less likely to explain why non-GAAP measures are used in their annual
reports

In 2023, 62% of NZSX-listed companies (66 out of 107) provided a reason for why non-GAAP measures
had been used.

In 2023, 37% of USX-listed companies (3 out of 8) provided a reason for why non-GAAP measures had
been used.

In 2025, 50% of USX-listed companies (4 out of 8) provided a reason for why non-GAAP measures had
been used. See Figure 26 below.

Figure 26: Explanations given for the reporting of selected non-GAAP measures in annual reports of NZSX- and
USX-listed companies
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Overall, this analysis indicates that unlisted companies are far less likely to identify non-GAAP measures.
They are also less likely to explain why non-GAAP measures are used. However, unlisted companies are
also less likely to use non-GAAP measures, and these measures are given less prominence than in the annual
reports of listed companies. The reconciliation and auditing of non-GAAP measures have increased in the
past two years but in most cases, this information was implicit or assumed. The annual reports of NZSX-
listed companies reflected a similar trend.
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4.1.4 Comparison of NZSX-listed companies versus SOEs in 2023 and 2025

Methodology: The method for this subsection is explained in Section 3.1, Stage 5: Compare companies listed
on the NZSX with state-owned enterprises (SOEs).

Below are the results from the Institute’s analysis of the 2023 and 2025 annual reports of SOEs, as compared
to the results for the 2023 annual reports of NZSX-listed companies. Although the number of SOEs is small,
this analysis gives an indication of the level of transparency of government-owned for-profit entities versus
listed companies regarding non-GAAP information.

1. A similar proportion of SOEs and NZSX-listed companies are using selected non-GAAP measures
in their annual reports

In 2023, 82% of NZSX-listed companies (107 out of 130) used selected non-GA AP measures in their
annual reports.

In 2023, 70% of SOEs (7 out of 10) used selected non-GAAP measures in their annual reports.

In 2025, 80% of SOE:s (8 out of 10) used selected non-GAAP measures in their annual reports. See
Figure 27 below.

In the remainder of this section, companies that did not include non-GAAP measures in their annual reports
have been removed.

Figure 27: Reporting of selected non-GAAP measures in annual reports of NZSX-listed companies and SOEs
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2. SOE:s are less likely to identify that measures are non-GAAP

In 2023, 78% of NZSX-listed companies (83 out of 107) identified where measures used were non-GAAP,
compared to 43% of SOEs (3 out of 7). In 2025, 50% of SOEs (4 out of 8) identified these measures. See
Figure 28 below. In 2025, five SOEs mentioned the term ‘non-GAAP’, but one SOE used this term only
when describing the new requirements under NZ IFRS 18.

Figure 28: Mentions of the terms ‘non-GAAP’ or ‘non-IFRS’ in annual reports of NZSX-listed companies and SOEs
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3. SOEs are less likely to provide auditing assurance regarding selected non-GAAP measures

In 2023, 63% of NZSX-listed companies (67 out of 107) received an audit of the non-GAAP measures used. In
2023, 57% of SOEs (4 out of 7) received an audit of the non-GAAP measures used. In 2025, 50% of SOEs (4
out of 8) received an audit of the non-GAAP measures used. This reflects the fact that four SOEs in 2023 and
2025 included non-GAAP measures in the financial statements of their annual reports, so it was assumed the
measures had been audited. Across both years, no SOE was explicit about whether non-GAAP measures had
been subject to audit. See Figure 29 below.

Figure 29: Assurance of selected non-GAAP measures in annual reports of NZSX-listed companies and SOEs
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4. A similar proportion of SOEs and NZSX-listed companies reconciled non-GAAP measures in their
annual reports

In 2023, 73% of NZSX-listed companies (78 out of 107) reconciled at least one of the selected non-GAAP
measures to the most directly comparable GAAP measure.

In 2023, 71% of SOEs (5 out of 7) reconciled at least one of the selected non-GAAP measures to the most
directly comparable GAAP measure.

In 2025, 63% of SOEs (5 out of 8) reconciled at least one of the selected non-GAAP measures. See
Figure 30 below.

Across both years, two SOEs explicitly identified where non-GAAP measures were reconciled.

Figure 30: Reconciliation of selected non-GAAP measures in annual reports of NZSX-listed companies and SOEs
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5. SOE:s are less likely to present selected non-GAAP measures in the highlights section of their
annual reports

In 2023, 77% of NZSX-listed companies (82 out of 107) included selected non-GAAP measures in the
highlights section of their annual reports.

In 2023, 57% of SOEs (4 out of 7) included selected non-GAAP measures in the highlights section of their
annual reports.

In 2025, 50% of SOEs (4 out of 8) included selected non-GAAP measures in the highlights section. See
Figure 31 below.

This indicates that non-GAAP information is given less prominence by SOEs than by NZSX-listed
comparies.

Figure 31: Selected non-GAAP measures in the highlights sections of annual reports of NZSX-listed companies
and SOEs
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6. SOE:s are less likely to explain why non-GAAP measures are used in their annual reports

In 2023, 62% of NZSX-listed companies (66 out of 107) provided a reason for why non-GAAP measures had
been used.

In 2023, 43% of SOEs (3 out of 7) provided a reason for why non-GAAP measures had been used.

In 2025, 37% of SOEs (3 out of 8) provided a reason for why non-GAAP measures had been used.
See Figure 32 below.

Figure 32: Explanations given for the reporting of selected non-GAAP measures in annual reports of NZSX-listed
companies and SOEs
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Overall, this analysis indicates that the use of non-GAAP measures is widespread among SOEs, but they

are given less prominence than in the annual reports of NZSX-listed companies. However, SOEs are
providing far less information about non-GAAP measures, particularly in relation to identification, assurance
and reconciliation.
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4.2 Analysis of NZSX-listed companies’ result announcements

Figure 33 summarises the results from the analysis of the 2023 result announcements of NZSX-listed
companies and also shows the process we used (see the glossary on p.75 for the Institute’s definition of a
result announcement).

When interpreting the figures below, it is important to distinguish between non-GAAP measures that are
identified in the result announcement as non-GAAP, and those that are not. In the former case, the reader is
told that the information presented does not conform to GAAP standards and therefore it is flagged in the
user’s mind that there may be issues with the measure.

Initial observations:

¢ The main body of result announcements was far less likely to contain non-GAAP measures than
accompanying attachments were.

e Many companies recommended that their result announcements should be read alongside the annual
report and/or financial statements, where further information on non-GAAP measures could be found
(e.g. reconciliation). This was not always the case, and arguably, NZX and the FMA should provide
stronger guidance on this point.

Figure 33: Flow chart of research method for the analysis of selected non-GAAP measures in NZSX-listed
companies’ 2023 result announcements
Note: This illustrates Stage 2, Step 2 of the method in Section 3.2.
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1. The majority of companies did not mention that they were reporting non-GAAP information

Only 45% of companies mentioned the term ‘non-GAAP’ or ‘non-IFRS’ in at least one of their market
announcements. Of these:

e 17% (22 out of 130) mentioned the term ‘non-GAAP’ or ‘non-IFRS’ in all of their market announcements
e 28% (36 out 130) mentioned the term ‘non-GAAP’ or ‘non-IFRS’ in some of their market announcements.

This means that 55% (72 out of 130) did not mention the term ‘non-GAAP’ or ‘non-IFRS’ in any of their
market announcements. See Figure 34 below.

Figure 34: Mentions of the terms ‘non-GAAP’ or ‘non-IFRS’ in 2023 result announcements

Note: This is out of 130 companies.
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2. The majority of NZSX-listed companies are including non-GAAP information in their
announcements and supporting attachments

78% (101 out of 130) of NZSX-listed companies in 2023 included non-GAAP information within their
market announcements, either in the announcement itself or in attached documents. See Figure 35 below.

Notably, there is a gap between the number of companies using non-GAAP measures and the number of
companies mentioning the term ‘non-GAAP’ or ‘non-IFRS’. This means that some companies are failing to
identify for users which financial measures are non-GAAP. Of the companies that included selected non-
GAAP measures in at least one of their market announcements:

*  42% (43 out of 101) did not mention the term ‘non-GAAP’ or ‘non-IFRS’ in any of their market

announcements that contained non-GAAP measures

e 30% (30 out of 101) mentioned the term ‘non-GAAP’ or ‘non-IFRS’ in some of their market
announcements that contained non-GAAP measures

e Only 28% (28 out of 101) mentioned the term ‘non-GAAP’ or ‘non-IFRS’ in all of their market
announcements that contained non-GAAP measures.

Figure 35: Reporting of selected non-GAAP measures in 2023 result announcements

Note: This is out of 130 companies.
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Note to Figure 35:

A total of 240 result announcements that contained selected non-GAAP measures were published by these 101 companies in 2023.
Of these, 63% (151 out of 240) contained non-GAAP information in the announcements themselves. For the remaining 37% (89 out
of 240), non-GAAP information was found only in the attached documents.
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3. EBITDA is the most popular non-GAAP measure used

EBITDA (along with variations of EBITDA) was the most popular non-GAAP measure used across all the
market announcements (including attachments). See Figure 36 below.

Figure 36: Number of 2023 result announcements (including accompanying attachments) that mentioned EBIT

or EBITDA

Note: This is out of 240 result announcements.
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Notes to Figure 36:
»  Equivalents of ‘EBIT” include ‘operating profit” and ‘profit/(loss) before interest and tax’.

«  Equivalents of ‘EBITDA include ‘earnings before interest, taxes, depreciation, and amortisation’.
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5.0 Observations

5.1 Annual reports

1. Each company has a different way of presenting non-GAAP information

Assessing the use of non-GAAP information proved difficult. Each company had its own way

of presenting it. Some non-GAAP information was labelled as such, while some was not. Some companies
placed reconciliations within the balance sheets, others in notes to the financial statements (unlabelled and
only found through the word search).

Furthermore, many companies only partially identified and explained the selected non-GAAP measures.

A company might have included four different non-GAAP measures but only labelled two of them and
reconciled one of them. This made gathering the relevant data slow. Often decisions on the treatment of data
had to be made on a case-by-case basis, which resulted in the lengthy list of assumptions and limitations in
Sections 3.3 and 3.4.

2. Very little has changed from 2018 to 2024

The 2018 annual reports were included in the analysis to indicate any shifts over six years in the use of
non-GAAP measures. The starkest differences were that the companies including non-GAAP information
increased by 10% and the number of companies being explicit about whether non-GAAP information was
audited increased by over 5%. Otherwise, the presentation of non-GAAP information and the data collected
regarding reconciliations has remained relatively similar across all four years analysed.

3. Non-GAAP information is often given undue prominence

In 2013, the FMA released the report Monitoring of non-GAAP disclosures, which measured the presentation
of non-GAAP financial information against its 2012 guidance note. It found that greater prominence was
given to non-GAARP financial information in the presentation of financial performance measures, including
instances where communications were ‘overwhelmed by multiple non-GAAP measures with little or no
emphasis on the GAAP measure’.*® The report also found that in several cases, reconciliation of non-GAAP
to the most comparable GAAP measure was omitted, with no corresponding information available.®” The
FMA noted:

Another useful example of giving undue prominence to non-GAAP financial information, not covered in the
guidance note and commonly seen, is the presentation of non-GAAP profit information in a graph. Where
graphs are presented with non-GAAP information alone there is the potential to be misleading. We expect
issuers to present a balanced disclosure of non-GAAP with the equivalent GAAP disclosure if they are using
a graph.”

The FMA’s 2017 Disclosing non-GAAP financial information guidance note states:

Prominence: we have updated this principle stating that non-GAAP financial information should not be
presented with undue and greater prominence than the most comparable GAAP financial information.
Our review of non-GAAP disclosures against the 2012 guidance note revealed entities often give greater
prominence to non-GAAP financial information.

In many cases, this resulted in an unbalanced view of their performance. By ensuring non-GAAP financial
information is not given greater prominence, emphasis or authority, an entity is more likely to disclose
information that presents a balanced ‘whole’ picture of its performance.” [bold added]

The Institute found that an increasing majority of companies presented non-GAAP measures in the
highlights section of their annual reports, which is a key indicator of their prominence (see point 8 in Section
4.1). Additionally, though the Institute did not gather data around the use of graphs to present non-GAAP
information, we noticed that several companies did so (see examples of Ebos Group Limited and Infratil
Limited in Section 6.1).

4. Companies are defining the same acronyms differently

Non-GAAP measures such as ‘EBITDA’ and variations such as ‘EBITDAF’ were widely referenced and
used by companies. However, there was considerable variation in the extended definitions of acronyms.
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For example, of the nine companies using EBITDAF as a measure in 2023, only three aligned exactly

with the XRB’s definition of ‘earnings before interest, tax, depreciation, amortisation, and fair value
adjustments’.’? The remaining six each defined the measure differently. The following terminology was used
in place of ‘fair value adjustments’:

¢ Impairment, unrealised fair value changes and other gains and losses”

¢ Change in the fair value of financial instruments, gain on sale and impairments’

e Unrealised changes in fair value of hedges, impairment and gains or losses on sales of assets’
e Fair value movements of financial instruments, and asset impairments’®

o Foreign Currency (Gains)/Losses and Fair value remeasurement of contingent consideration.”

5. A small number of companies stated in their annual reports that the non-GAAP information had
been audited

Several companies indicated that their non-GAAP measures included in the annual report had undergone

a review or been assured. The Institute is interested in understanding how these figures were audited when
there are, as yet, no assurance standards for non-GAAP measures. See Section 6.1, point 3 and Appendix 7
for examples of companies disclosing whether non-GAAP financial information has been subject to audit.

6. Very few companies included all non-GAAP information in one place

Most companies presented non-GAAP measures in multiple places throughout their annual reports, often in
both the management commentary and the financial statements. Reconciliations, definitions and reasoning
were also often in different places in the report. Collating and presenting non-GAAP financial information
in one easily found space greatly increases clarity and ease for annual report users (see example of Bremworth
Limited and Vector Limited in Section 6.1 and Appendix 7). However, the FMA’s 2017 guidance note
provides no direction on where non-GAAP information should be disclosed.

From January 2027, MPMs will effectively become a form of GAAP, meaning the location requirements
for MPMs will be set out in NZ IFRS 18 (see paragraphs 117-125 in Appendix 1). This does not address
the placement of the remaining non-GAAP information that will continue to sit within these key public
documents post-January 2027. This ongoing gap highlights the need for the FMA to provide more detailed
guidance on the appropriate location of non-GAAP information to ensure consistency and clarity in
disclosure practices.

7. Companies that are listed on both the NZSX and the ASX included more FMA guideline
principles than those listed on the NZSX only

There are stricter rules around disclosing non-GAAP measures in Australia under Regulation 230: Disclosing
Non-IFRS Financial Information. Therefore, it is not surprising that the 49 available 2023 annual reports of
NZSX-listed companies that are also listed on the ASX were, on average, more likely to have:

e included non-GAAP measures within the annual report (91% of companies on both exchanges included
non-GAAP measures, compared with 79% of companies on the NZSX only)

o explicitly identified measures as non-GAAP in the annual report (85% of companies on both exchanges
that included non-GA AP measures explicitly stated they were using them, compared with 71% of
companies on the NZSX only)

e explained why the company had included those non-GAAP measures (67% of companies on both
exchanges stated why they had included non-GAAP measures, compared with 55% of companies on the
NZSX only)

o stated whether the non-GAAP measure had not been audited (18% of companies on both exchanges
indicated that the non-GAAP measures had not been audited, compared with 11% of companies on the
NZSX only)

e reconciled the non-GAAP financial information to the most comparable GAAP measure (82% of
companies on both exchanges included a reconciliation in the annual report, or linked the user to a
document, compared with 65% of companies on the NZSX only).
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While the Institute did not look at the impact that the size of a company had on the extent to which it
disclosed non-GAARP financial information, a study carried out in 2015 found that listed companies that
are large and ‘have higher analyst following and have a higher proportion of independent directors”® are
more likely to disclose non-GAAP earnings. This provides a further reason for the discrepancies above as
companies listed on both exchanges are likely to be bigger in size.

8. Risks of half-yearly reporting

Half-yearly reporting within NZX announcements carries further risks regarding the use of non-GAAP
measures.” These short-term targets can stifle long-term planning and encourage companies to use non-
GAAP measures, which are able to be adjusted to depict a more favourable financial performance. It is
important, therefore, for there to be rules regarding the use of non-GAAP measures within six-monthly
financial performance announcements of NZSX-listed companies, such as requirements to label the measures
as non-GAAP, describe why this measure was suitable, and reconcile the measure with the nearest GAAP
equivalent. It is important to note that the US is considering reducing their reporting from three-monthly to
six-monthly. Interestingly, this initiative is gaining support from advocates of climate reporting, who wish to
see the focus shift from short- to long-term considerations.®

5.2 Result announcements

The research findings presented in Section 4.2 demonstrate that non-GAAP measures are increasingly
becoming standard practice in the public communications of NZSX-listed companies. Preparers clearly view
these measures as integral to both evaluating and presenting a company’s performance, reinforcing the role of
non-GAAP measures as a key component of financial reporting.

Preparers and auditors must also take into account the principle of a true and fair view. For instance, when
an auditor issues a clean (unmodified) opinion, it signifies that the financial statements fairly represent the
company’s financial position and performance, in line with accounting standards and relevant legislation.

A qualified opinion, on the other hand, indicates that while most of the financial statements provide a true
and fair view, a specific area contains a material misstatement or lacks sufficient evidence. An adverse opinion
reflects that the financial statements as a whole fail to present a true and fair view or are not prepared in
accordance with accounting standards.®!

The observations for result announcements are as follows:

1. Non-GAAP reporting has increased but the checks and balances have not

Non-GAAP reporting has been significantly embraced by issuers, but the checks and balances embedded
into the system have not been. This may be due to issuers being ignorant of the requirement or because there
has been no oversight, so preparers have not worried about the potential market risks. Given the important
role result announcements play in informing investors, it is surprising that greater care is not taken by the
FMA and NZX to emphasise to issuers their responsibility to ensure that they do not provide misleading
information.

2. Result announcements should align with NZ IFRS 18

Based on our understanding of how the system will work post-January 2027, from that date issuers will be
required to ensure their financial statements report in a way that meets the requirements of NZ IFRS 18:
Presentation and Disclosure in Financial Statements - Management-defined performance measures (see Appendix
1). In our view, aligning result announcement reporting with financial reporting will not only strengthen
alignment with annual reports but ensure investors receive consistent, comparable and reliable information.

3. Knowledge gap 1: Users may lack clarity on what constitutes GAAP versus non-GAAP
information

Users may have very poor knowledge of what non-GAAP information 1s. This may also be due to new
investors entering the market and thinking these figures are standardised, because they are common and sit in
an official-looking document.
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4. Knowledge gap 2: Users may not be told that non-GAAP information is contained in a result
announcement

Even when users understand the distinction between GAAP and non-GAAP, if companies fail to disclose
that they are presenting non-GAAP measures, the implications may not be clear.

5. Knowledge gap 3: Users may have normalised non-GAAP measures

Because non-GAAP measures are now so widespread, users may assume they are reliable simply because
they appear in result announcements endorsed by NZX and managed by the FMA. This underscores the
critical need for clear disclosure and reconciliation, to avoid misunderstanding and to ensure investors and
stakeholders can accurately interpret a company’s performance.

6. There is an urgent need to get ahead of this before a market failure occurs

There is an urgent need to address this issue proactively before a significant market failure arises. Even in
periods of stability, economic shocks can and do occur. With the current environment marked by heightened
uncertainty and a number of disruptions unfolding at an unprecedented pace, it is both timely and essential
to strengthen our systems now to ensure resilience to the challenges ahead.
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6.0 Examples of good practice and poor practice

The analysis below is broadly organised based on the principles in the FMA’s 2017 Disclosing non-GAAP
financial information guidance note (see Table 4 below and excerpt in Appendix 4).%2

The examples from annual reports below have been selected to illustrate the extent to which companies are
adopting the guidance note. While this section comprises a high-level discussion, more detail can be found in
Appendix 7 (which contains excerpts from 2023 and 2025 annual reports) and Appendix 9 (which contains
excerpts from 2025 result announcements).

Table 4: Description of non-GAAP good practice

_ McGuinness Institute interpretation

See excerpt Description of | Definition of good practice

from FMA’s 2017 non-GAAP

guidance note in good practice

Appendix 4

Principle 1: Defining  Labelling If a company presents non-GAAP information, it has noted whether
the non-GAAP the annual report (including the financial statements and management
financial information commentary) contains non-GAAP information and labelled all

non-GAAP measures accordingly. Non-GAAP information is also
contained in one place and referenced in the table of contents. Ideally
non-GAAP measures are defined in a glossary. See principles 1and 4 in
the FMA’s 2017 guidance note in Appendix 4.

Principle 4:
Consistency

Principle 1: Defining  Reasoning If a company presents non-GAAP measures, it explains its reasons for
the non-GAAP doing so. See principles 1and 4 in the FMA’s 2017 guidance note in
financial information Appendix 4.

Principle 4:

Consistency

Principle 1: Defining  Auditing If a company presents non-GAAP information, it indicates whether the
the non-GAAP non-GAAP measures have been audited or not. See principles Tand 4 in
financial information the FMA’s 2017 guidance note in Appendix 4.

Principle 4:

Consistency

Principle 2: Prominence Whenever a company presents non-GAAP information, it is not
Prominence presented with greater prominence than GAAP information. See

Principlels Unbissed principles 2 and 5 in the FMA’s 2017 guidance note in Appendix 4.

Principle 3: Reconciliation If a company presents non-GAAP measures, it has reconciled the

Reconciliation non-GAAP measures with the most directly comparable GAAP
measures. See principle 3 in the FMA’s 2017 guidance note in
Appendix 4.

6.1 2023 annual reports

Below we discuss the first five principles outlined in the FMA’s 2017 guidance note in relation to 2023 annual
reports. It was decided to not explore principle 6: One-off/non-recurring items in any detail, as we were
looking for broad trends on how non-GAAP was presented, rather than one-off events.

6.1.1 Principle 1: Defining the non-GAAP financial information and principle 4: Consistency

Labelling

The FMA'’s 2017 guidance note states that ‘entities should clearly label non-GAAP financial information
in a way that distinguishes it from GAAP financial information’.*> We were expecting to find non-GAAP
measures either clearly identified throughout annual reports or ideally explained in a dedicated section.
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The guidance note also discusses the importance of consistency. For example, it states that ‘if an entity
chooses to present non-GAAP financial information, a consistent approach should be adopted from period
to period’. Interestingly the guidance note also says that ‘if there has been a change in approach from the
previous period, an explanation about the nature of the change, entities should provide the reasons for the
change, and the financial impact of the change’.®* Although the research did not look in detail at consistency
over time, Appendix 7 does compare 2023 and 2025 annual reports.

Many companies consistently identified non-GAAP measures wherever they were used, and some also had a
dedicated section on non-GAAP, either in the management commentary or financial statements.

Example 1 - Good practice: Identified throughout

Bremworth Limited clearly identified measures as non-GAAP each time they were used, indicated by the
use of the term ‘non-GAAP’ 26 times in its 2023 annual report. Bremworth Limited was also exemplary
in providing a dedicated section on non-GAAP measures and, in its reference to the FMA’s guidelines on
non-GAAP disclosures, providing a breakdown of the key suggestions and how the company has aligned
with them.

Example 2 - Good practice: A dedicated section

Vector Limited listed ‘non-GAARP financial information’ as a subsection on the contents page in the
management commentary. This subsection included what non-GA AP measures were used and why, and
a reconciliation of non-GAAP measures with GAAP measures. It also directed readers to an external
document for more detail. Collating and presenting non-GAAP financial information in one easily found
space greatly increases clarity and ease for annual report users.

Example 3 - Poor practice: Use of non-GAAP measures without any mention of ‘non-GAAP’

Vital Limited used multiple non-GAAP measures in both the management commentary and financial
statements. These measures included EBITDA, adjusted EBITDA and adjusted NPAT. None of the
measures were identified as non-GAAP anywhere in the report.

Example 4 - Poor practice: Selective identification of non-GAAP measures

Several companies labelled some but not all non-GAAP measures within their annual reports. For example,
Downer EDI Limited identified underlying results as non-IFRS (underlying EBITA and underlying EBIT),
and these measures were clearly reconciled, and declared as unaudited. However, EBIT, EBITA and free cash
flow were not identified as non-IFRS anywhere in the report. Total revenue was also classified as a non-
statutory disclosure, and it is unclear whether this is non-GAAP or not.

Example 5 - Poor practice: Failure to label non-GAAP information in the highlights section

Several companies did not distinguish measures as non-GAAP on highlights pages, despite identifying them
elsewhere in the annual report. For example, Just Life Group Limited declared EBITDA as a non-GAAP
measure in its financial statements but not in its highlights section. The company also stated that it uses non-
GAAP measures which ‘include EBITDA and EBIT’, leaving it unclear as to whether this is a comprehensive
list of all non-GAAP measures used. See point 8 in Section 4.1 and Section 6.2.2 for more examples.

Example 6 - Poor practice: Labelling non-GAAP measures as GAAP

A small number of companies labelled non-GAAP measures as GAAP within their annual reports. In all
cases, the non-GAAP measures were EBITDA or a truncated/expanded version of EBITDA. For example,
NZ King Salmon Investments Limited labelled EBIT and EBITDA as GAAP measures despite these being
common non-GAAP measures.

Example 7 - Poor practice: Definition of EBITDA used that does not align with the standard definition
given by the XRB

The XRB defines EBITDA as ‘earnings before interest, tax, depreciation and amortisation’.®> Most companies
used this definition when presenting EBITDA information. However, Smartpay Holdings Limited defined
EBITDA as ‘earnings before interest, tax, depreciation, amortisation expense, foreign exchange adjustments,
share performance rights amortisation expense, financial instrument realised/unrealised revaluation
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movements, and impairment and loss on disposal of property, plant and equipment’. This explicitly
contradicts the FMA’s 2017 guidance note, which states that ‘it is not appropriate to label a measure as
EBITDA if it excludes items which are not interest, tax, depreciation or amortisation’.

Reasoning

The FMA'’s 2017 guidance note states that ‘entities should clearly explain the reasons for presenting the non-

GAAP financial information’.%

Example 8 - Good practice: Detailed and specific reasoning provided for use of non-GAAP measures

In contrast to many companies that provided only a short sentence on why they had used non-GAAP
measures, Michael Hill International Limited gave more details. The company stated that the non-GAAP
measures provide ‘additional meaningful information on the drivers of the business, performance and trends,
as well as the position of the Group’, and ‘enhance the comparability of information between reporting
periods by adjusting for non-recurring or controllable factors which affect IFRS measures, to aid the user in
understanding the Group’s performance’.

Auditing

The FMA’s 2017 guidance note states that entities should ‘disclose whether the non-GAAP financial
information has been subject to audit or review’. It also notes that ‘we do not consider non-GAAP financial
information to have been subject to audit or review merely by virtue of the adjustment or component being
taken from audited or reviewed financial statements’.¥” Despite this, most companies (80% in 2023) did not
specify whether non-GAAP financial information had been audited.

Only 6% (6 out of 107) of NZSX-listed companies whose 2023 annual reports contained selected non-GAAP
measures explicitly stated that their non-GAAP information had been audited.

Only 14% (15 out of 107) of NZSX-listed companies whose 2023 annual reports contained selected non-
GAAP measures explicitly stated that their non-GAAP information had not been audited.

Example 9 - Good practice: Explicit declaration of non-GAAP financial information as audited

Kiwi Property Group Limited used three non-GAAP measures (operating profit, funds from operations and
adjusted funds from operations), which were all reconciled in the five-year financial summary (outside of the
financial statements) and had a footnote declaring that the data had ‘been the subject of an audit’.

Example 10 - Good practice: Explicit declaration of non-GAAP financial information as unaudited

My Food Bag Limited provided a disclaimer at the start of its annual report that the non-GAAP measures
presented were ‘not subject to audit’. It was also exemplary in clearly indicating where reconciliations of
non-GAAP measures could be found.

6.1.2 Principle 2: Prominence and principle 5: Unbiased

The FMA'’s 2017 guidance note states that ‘entities should not present non-GAAP financial information
with undue and greater prominence, emphasis or authority than the most directly comparable GAAP
financial information’.%¥ Assessing the application of its 2012 guidance in 2013, the FMA found that many
companies were giving greater prominence to non-GAAP financial information in the presentation of
financial performance measures. The 2013 FMA report Monitoring of non-GAAP disclosures was particularly
concerned about the presentation of non-GAAP measures in graphs. As a result, the FMA strengthened the
prominence principle in its 2017 update of the guidance note (see Observation 3 in Section 5.1 and Appendix
4). Nonetheless, companies are still giving considerable prominence to non-GAAP information, with the
Institute noting several companies that used non-GAAP measures in graphs.

While related, ‘unbiased’ refers specifically to the requirement that entities should not use non-GAAP
measures ‘to avoid presenting adverse information to the market or to over-emphasise favourable

information’.®
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Example 11 - Poor practice: Presentation of non-GAAP measures in graphs and highlights without
identifying them as non-GAAP

Ebos Group Limited included multiple non-GAAP measures (underlying earnings per share, underlying
NPAT and underlying EBITDA) without identifying them as such anywhere in the annual report. The
company also included non-GAAP financial information in its highlights section, giving the measures
prominence without stating their nature.

Example 12 - Poor practice: Presentation of EBITDAF as a standalone measure in graphs

Infratil Limited used ‘net earnings before interest, tax, depreciation, amortisation, financial derivative
movements, re-evaluations, and non-operating gains or losses on the sales of investments and assets’
(EBITDAF) in multiple graphs to display trends over time.

6.1.3 Principle 3: Reconciliation

The FMA'’s 2017 guidance note states that ‘entities should provide a reconciliation from the non-GAAP
financial information to the most directly comparable GAAP financial information’.”

In 2023, 66% (71 out of 107) of NZSX-listed companies whose 2023 annual reports contained selected non-
GAARP measures reconciled them to the most directly comparable GAAP measure in their annual reports.
This was typically done in one of two ways: implicitly within the income statement or explicitly in a
standalone table, the latter providing greater clarity for readers.

Example 13 - Good practice: Clear reconciliation and reference to where this can be found

Delegat Group Limited included clear calculations reconciling EBIT and EBITDA to NPAT, alongside
reconciliations of all operating performance measures. Delegat also included this reconciliation, as well as
definitions, reasoning, and a statement in the Chair’s Report that non-GAAP financial information had been
‘read by the auditors’. This was exemplary in, firstly, demonstrating how non-GAARP financial information
can be contained in one space and, secondly, providing clarifications upfront, with the Chair’s Report being
one of the first ports of call for annual report users.

Example 14 - Poor practice: Insufficient reconciliation

Geo Limited had a dedicated page on non-GAAP financial information, which stated that the ‘non-GAAP
measure of earnings’ (i.e. EBITDA) was reconciled. However, the table referred to only showed the figures
for EBITDA alongside the most comparable GAAP measures, without itemising the adjustments made to
calculate it. This does not meet the standard for reconciliation in the FMA guidelines, which states that

‘entities should itemise and explain each significant adjustment separately’.”!

6.2 2023 result announcements

An excerpt setting out the requirements for full- and half-year announcements can be found in the

1 April 2023 NZX Listing Rules Appendix 2: Results Announcements (see Figure 37 below). While this section
does not explicitly address non-GAAP information, it does permit issuers to provide additional facts,
figures or interpretative notes, provided these ‘include any additional information necessary to ensure the
announcement is not misleading’. This raises the critical question of what constitutes a misleading disclosure
versus a non-misleading disclosure.

The Institute’s position is that in order to not be considered misleading, full-year result announcements
should comply with the requirements of NZ IFRS 18: Presentation and Disclosure in Financial Statements -
Management-defined performance measures when the standard becomes mandatory in 2027 (see Appendix 1).
To illustrate this, Appendix 9 sets out examples of good practice and poor practice around the labelling of
non-GAAP measures, drawn from the 2025 result announcements of NZSX-listed companies. The Institute
selected companies based on their use of non-GAAP measures in result announcements (see Section 4.2).
Most companies had not changed how non-GAAP measures were presented between 2023 and 2025.

Only the 2025 result announcements are presented in Appendix 9 to give a more up-to-date picture of
current practice.

66 WORKING PAPER 2025/05 | MCGUINNESS INSTITUTE



Figure 37 provides an insight into the extent to which preparers must decode what may be considered
‘misleading’ (or not). An assessment of this term is central to decisions preparers and auditors need to

make. In our view, there remains a lack of clarity, and NZX and issuers may not always align with the
Institute’s view of what constitutes good or poor practice. Importantly, we acknowledge that this is a
matter of judgement until more guidance is forthcoming. Nevertheless, we believe it is essential to share our
perspective, using real-world examples to demonstrate what we consider is not misleading (good practice),
versus disclosures that could be regarded as potentially misleading (poor practice). In Appendix 9, we look at
one aspect of reporting practice: labelling.

Figure 37: Excerpt from NZX Listing Rules Appendix 2: Results announcements
Source: NZX Listing Rules Appendix 2: Results Announcements, 2023%
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7.0 Recommendations

New Zealand has long been recognised as a global leader in developing and implementing relevant, practical
standards. It was among the first nations to adopt accrual accounting in the public sector and to introduce
mandatory climate-related reporting requirements.”>** This proactive approach has resulted in preparers,
investors, bankers, insurers and other users being better informed about financial and climate information.

The current loose approach to reporting non-GAAP measures comes with clear risks for investors and other
stakeholders. The Institute believes there is a need for stronger regulations to bring greater standardisation
and to provide clarity, consistency and comparability.

This is particularly important given the proliferating use of Al. The growing prevalence of non-GAAP
reporting makes it essential that Al systems in finance are designed with safeguards for transparency,
reconciliation, and regulatory compliance. Without these protections, Al risks amplifying misleading
information rather than clarifying it. For example, Al models trained on financial disclosures must be able

to distinguish between GAAP and non-GAAP measures. If companies fail to clearly label non-GAAP
information, Al systems may misclassify or misinterpret performance data. This creates a moral hazard, as
users could rely on Al-driven analytics to reinforce non-GAAP narratives without conducting proper checks.

At the same time, Al has the potential to strengthen oversight. It could detect inconsistencies between result
announcements and financial statements, and flag disclosures that deviate from NZ IFRS 18 requirements. As
non-GAAP measures become increasingly normalised, Al could either magnify risks or serve as a valuable
tool to reconcile information and alert users and regulators to issues. Looking forward, the real value of AI
may be in enabling other large data sets to be more easily compared. This opens the door to aligning goals
and strategies, spotting gaps, verifying public communications, and reducing duplication across documents
like financial statements, annual reports and NZX result announcements. Al, managed well, should
contribute to putting in place a policy ecosystem able to anticipate and prepare for the future.”

The recommendations below aim to minimise market risks for preparers and users of financial information.

7.1 External Reporting Board (XRB)

Recommendation 1: XRB should establish a non-GAAP standard on reporting non-GAAP financial
information, for implementation post-January 2027.

The reporting of management-defined performance measures (MPMs) is a good start, but more guidance is
needed on other non-GAAP measures. Given the prevalence of non-GAAP information, the XRB should
consider whether it is an appropriate time to develop a dedicated non-GAAP standard for Tier 1 reporters,
in order to guide preparers and improve the quality of information for users of annual reports and market
announcements. We understand that a non-GAAP standard could be implemented on either a voluntary or

a mandatory basis. See s 4 and s 18(2) of the Financial Reporting Act 2013. Section 18 of the Act states that a
“financial reporting standard may state that it is a non-GAAP standard’. This should include a requirement to
reconcile non-GAAP with the most directly comparable GAAP measure. This would bring New Zealand in
line with Regulation G in the US.*

Recommendation 2: XRB should explore/conduct research into the costs, benefits and risks of
standardising regulatory compliance requirements across all public companies (listed and unlisted,
including SOEs).

In the Institute’s view, the designation of ‘public’ should carry consistent obligations, regardless of trading
venue. As the public can still invest in unlisted companies, these companies should be held to the same
standards of financial transparency as listed companies. This would increase investor confidence and
market stability. Consequently, the regulation of non-GAAP financial disclosures should be standardised
across all public companies (listed and unlisted, including SOEs), to maintain integrity and fairness. Where
appropriate, differential reporting should be applied to ensure that public accountability is fair and balanced.
Hence, XRB should issue a non-GAAP standard (see recommendation 1 above), and the FMA should
update its 2017 Disclosing non-GAAP financial information guidance note, to accompany that new standard.
Equally, more research needs to be done to understand the difference in compliance costs for NZSX- versus
USX-listed companies. Failure to address disparities in costs and requirements may deter new listings and
encourage regulatory arbitrage, weakening the overall transparency of the financial system.
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7.2 The regulator, licensed stock exchange operators and operators
of broker-traded markets

This includes all those that actively engage with and/or manage the financial markets: the regulator (FMA),
licensed stock exchange operators (NZX and ASX) and operators of broker-traded markets (USX).

Guidance, research and regular reviews
Recommendation 3: FMA should issue more up-to-date guidance on the presentation of
non-GAAP information.

The FMA is not able to issue a formal standard (this authority sits solely with the XRB) but it can issue
updated guidance (see s 9(1)(a)(i1) of the Financial Markets Authority Act 2011 and Table 1 on p.8). The
FMA’s 2017 Disclosing non-GAAP financial information guidance note is not comprehensive and an updated
version would provide a valuable interim step. Much of the poor practice observed to date stems from the
absence of a clear direction from the FMA. As outlined in Recommendation 1 in Section 7.1, our strong
preference is for the XRB to issue a dedicated non-GAAP disclosure standard governing the presentation of
non-GAAP information in annual reports and results announcements. We do not consider guidance alone to
be sufficient. If the XRB decides not to issue a non-GAAP standard, the law should be amended to enable the
FMA to undertake this work. Arguably, one standard setter should be responsible for all information in the
public domain (i.e. GAAP, climate reporting and non-GAAP).

Recommendation 4: FMA should monitor the use of non-GAAP financial information; regularly
report to the public on the quality of reporting; and actively communicate with companies it deems
to have presented misleading non-GAAP information.

Similar to its international counterparts, ASIC and the US SEC, the FMA should have a more active
watchdog role, monitoring the use of non-GAAP financial information to ensure it has been calculated and
presented in a manner that aligns with the guidelines. If there are breaches or causes for concern regarding
non-GAAP measures presented, then that company should be contacted, and an announcement published if
it results in any changes.

Recommendation 5: FMA should explore/conduct research into the costs, benefits and risks of
standardising regulatory compliance requirements across all public companies (listed and unlisted,
including SOE:s).

As in Recommendation 2 in Section 7.1 above.

Financial statements

Recommendation 6: FMA should make clear that non-GAAP information should not be disclosed
within the financial statements (this will ensure reporting practices in New Zealand are consistent
with Australia).

Sections 296(1) and 304 of the Corporations Act 2001 (Australia) require that financial statements be
prepared in accordance with Australian Accounting Standards, meaning that non-GAAP financial
information cannot be presented within the financial statements and notes to financial statements. See
explanation in Section 2.3.

Annual reports

Recommendation 7: NZX Listing Rules and USX Market Rules should require that a company’s legal
name and its New Zealand Business Number (NZBN) be prominently displayed on the front page or
inside cover of the annual report.

In accordance with ISA (NZ) 700 (Revised): Forming an Opinion and Reporting on Financial Statements
International Standards on Auditing (New Zealand), the company’s audit report must include the official

legal name of the organisation whose financial statements are being audited. ISA (NZ) 700 (Revised) requires
the report to clearly identify the entity whose financial statements have been audited.” While undertaking
this research, the Institute observed that the legal name was not always prominent and, in many cases, a
shortened marketing name was used. In a few cases, the name in the audit report did not align with the NZX
website Main Board (NZSX). For example, the Institute found that 12 companies had different names on the
NZSX versus in their audit reports (see Table A5.1 in Appendix 5). These discrepancies may be explainable,
but without an explanation, they can create unnecessary confusion for users of annual reports, including
auditors, regulators and investors. As Al is likely to result in more detailed analysis of companies occurring
online, these discrepancies may amplify the confusion. Please note, this working paper uses the official name
found on the NZSX, not the name in the audit report.

WORKING PAPER 2025/05 | MCGUINNESS INSTITUTE 69



Recommendation 8: FMA, NZX and USX should review the prominence of non-GAAP financial
information in annual reports and provide more guidance to NZSX-listed and USX-listed companies.

The concept of prominence already exists as one of the six principles in the FMA’s 2017 Disclosing non-
GAAP financial information guidance note, and has been incorporated into NZ IFRS 18. Although the
FMA reviewed the prominence of non-GAAP measures in 2013, it is timely to review current practice and
emerging practice given that the XRB has issued NZ IFRS 18. Our view is that a further review should be
carried out and used to develop updated guidance on this concept. See Observation 3 in Section 5.1.

Recommendation 9: NZX Listing Rules should require companies to explicitly state (post-January 2027)
whether non-GAAP information has been audited or reviewed within their annual report, and audit
reports should explain how the audit or review has been undertaken.

Very few companies that used non-GAAP measures stated whether the information had been assured.
Examples of good practice are Kiwi Property Group Limited and My Food Bag Group Limited (see Section
6.1 and Appendix 7). The FMA’s 2017 Disclosing non-GAAP financial information guidance note states that
they ‘do not consider non-GA AP financial information to have been subject to audit or review merely

by virtue of the adjustment or component being taken from audited or reviewed financial statements’.
Furthermore, NZ IFRS 18 does not include a requirement for companies to state whether measures have
been audited or not.”” The NZX Listing Rules should be amended to require companies to state whether non-
GAAP financial information included in annual reports and financial statements has been audited.

Result announcements

Recommendation 10: FMA, NZX and USX should require all result announcements to be clearly titled
‘result announcements’.

The issue is that the NZX definition of market announcements’ ‘earning data’, which is contained in the
NZX Data Guide — Marker Announcement Platform (‘MAP’) Data Guide, lacks clarity, does not mention
GAAP (or non-GAAP), and relates to far more than earnings. Page 10 of the Guide defines earnings data as
‘information from your preliminary full year or half year financial statements on items such as total profit/
loss after tax, shareholder funds, intangibles, and number of shares on issue as at the balance date’.

In our view, a result announcement should be regarded as an official public statement of a company’s
profitability or preliminary profitability. To qualify as an announcement on earnings, it should include data
on total profit or loss after tax. While information such as shareholder funds, intangibles, and the number
of shares on issue at the balance date can provide a useful context, it is not, in our view, strictly necessary to
meet the definition of an announcement on earnings.

We consider the addition of earnings data in a market announcement should trigger it to become a result
announcement.

Recommendation 11: FMA, NZX and USX should review the prominence of non-GAAP information
in result announcements.

The principle of prominence merits further consideration in relation to the presentation of non-GAAP
measures in market announcements. A review of 2023 full-year (FLLYR) and half-year (HALFYR)
disclosures revealed suboptimal practices in the communication of such measures. Given the importance
of transparent and reliable financial information in supporting efficient market function, we recommend a
follow-up review be conducted in 2025.

This research is not resource-intensive, but it is valuable for reinforcing market confidence through the
consistent and appropriate use of non-GAAP financial information. Entities making public disclosures
should stay cognisant of the need to present financial data in a way that enables users to make informed
decisions. Ensuring that non-GAAP measures are clearly distinguished and appropriately contextualised is
essential to maintaining investor trust and the integrity of financial reporting.

Recommendation 12: NZX should require that any non-GAAP financial information in result
announcements be reconciled to GAAP information within the announcement.

Many companies recommended that their market announcements should be read alongside the annual
report and/or financial statements, where further information on non-GAAP measures could be found
(e.g. reconciliation). As this was not always the case, NZX should require companies that choose to disclose
non-GAAP financial information within result announcements to label the information as non-GAAP,
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and reconcile the figure with the nearest GAAP figure. The Institute considers that if it is best practice to
reconcile financial information in annual reports, then announcements should be held to the same level of
accountability.

Recommendation 13: NZX Listing Rules and USX Market Rules should require that any non-GAAP
financial figures presented within result announcements be identified as being a non-GAAP measure.

The Institute found that most companies displayed non-GAAP financial figures in their result
announcements on the NZSX in 2023, with few of these being identified as such. Announcements

are generally a summarised version of the attached interim/half-/full-year report and contain

high-level figures to show the performance of the company at the time. Because announcements are quick
snapshots, it is important that the inclusion of non-GAAP financial information be identified

as such, with calculations and reconciliations included in the summary. This is to prevent misleading users of
the information and to ensure that users can easily navigate across companies and compare

financial performances.

7.3 Researchers

Because this type of research is complex and difficult to undertake, the Institute has outlined below what
it would do differently if it were to re-examine non-GAAP reporting in the future:

Recommendation 14: Researchers should reflect on the 12 lessons gained from undertaking
this research

Both annual reports and result announcements

Recommendation 14 (1): Include searches for the terms ‘alternative performance measure’ and ‘APM’,
and ‘management-defined performance measure’ and ‘MPM’. These terms were not widely used when the
research began but are becoming increasingly common.

Recommendation 14 (2): Record whether companies reconciled all, some or none of the measures identified
as non-GAAP, and distinguish between reconciliations that were explicitly labelled and those that were
included but not identified as such. Refer to points 3 and 6 in Section 3.3 and to principle 3: Reconciliation,
as outlined in the excerpt from the 2017 FMA guidance note provided in Appendix 4.

Recommendation 14 (3): Conduct more detailed analysis of the use of EBIT and EBITDA, assessing
the proportion of companies that identified these measures using terms such as non-GAAP, non-IFRS,
alternative performance measure (APM), or management-defined performance measure (MPM).

Recommendation 14 (4): Examine and assess the level of alignment between the content of result
announcements and the resulting financial statements. For instance, consider whether reported results tend
to be overstated or understated, and identify whether any observable trends emerge across specific companies
or industries.

Recommendation 14 (5): Examine whether companies are inflating or deflating their non-GAAP financial
figures, as compared to the most directly comparable GAAP figures (e.g. repeat the PwC research shown in
Figure 1).

Recommendation 14 (6): Investigate whether non-GAAP financial information has been audited.

Annual reports

Recommendation 14 (7): Examine annual reports more closely to identify companies that did not disclose
they were reporting non-GAAP, non-IFRS, APM or MPM information, but nevertheless published measures
that did not meet GAAP. Of particular concern are companies that failed to alert users to the use of such
measures while still providing data based on them.

Recommendation 14 (8): Explore in more detail where non-GAAP information was presented (e.g. the
financial statements versus the management commentary).

Recommendation 14 (9): Search all annual reports for every term listed in Appendix 6. Recognise that some
companies use non-GAAP measures without explicitly labelling them as such. For example, our process
identified the term ‘annualised recurring revenue’ only once. However, another company also used the term
in its annual report but did not classify it as non-GA AP, meaning our search overlooked it.
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Result announcements

Recommendation 14 (10): Establish a tighter definition of what constitutes a result announcement. Ideally,
NZX should require a clear definition of an earnings announcement and ensure companies consistently use
these terms. This forms the basis of Recommendation 2 (see p.68).

Recommendation 14 (11): Examine and access the content of the main body (summary page) of the
announcement from the accompanying attachments. The summary page should clearly explain what the
attachments are and what they cover, and make clear whether non-GAAP information is contained in the

result announcement and where it can be found. This distinction is also reflected in Recommendation 2
(see p.68).

Recommendation 14 (12): Clarify the role of NZ IFRS 18 in relation to NZX and FMA, and outline

their expectations regarding the use of GAAP and non-GAAP measures. Specifically, determine how these
regulators expect issuers to apply NZ IFRS 18 when presenting management-defined performance measures,
and what standards they require to ensure consistency, transparency, and the avoidance of misleading
disclosures.

7.4 The Finance and Expenditure Committee (Parliament)

Financial reporting can be divided into three types: standardised public information (1.e. GAAP), voluntary
non-standardised public information (i.e. non-GAAP), and confidential management information not
available to the public. The Finance and Expenditure Committee (the Committee) should ensure that
mandatory reporting requirements strike an appropriate balance between the interests of those preparing
financial information and those using it. As the financial reporting standards framework and the climate-
related disclosure framework evolve to meet user needs and adapt to technological change, they must

be regularly reviewed and assessed. Key questions include whether their purpose is being met, whether
the balance between the interests of preparers and users is appropriate, and whether hidden risks or
over-regulation exist. However, the Institute is concerned that public policy decisions related to financial
reporting are not sufficiently evidence-based. While consultation is valuable, it is overly subjective and
influenced by private interests, with the public interest inadequately represented. The following three
recommendations are designed for the Committee to consider as part of its 2026 work programme.

Recommendation 15: The Committee should commission an independent comparison of reporting
requirements for companies listed on both the NZX and ASX Main Boards.

With many issuers operating across the two exchanges, alignment is essential. Where differences in regulation
are unavoidable, those distinctions should be made transparent to ensure consistency, confidence and fairness
in the market.

Recommendation 16: The Committee should commission a comprehensive, independent review of the
costs, benefits and risks of the Unlisted Securities Exchange (USX).

Established in New Zealand in December 2003, USX has now operated for 22 years. With its continued
growth and increasing influence on the economy, such an assessment will help ensure its role remains aligned
with national financial stability and long-term economic objectives. Importantly, USX was designed to

serve smaller issuers under lighter regulation, while NZX continues to operate as the main, fully regulated
exchange for larger companies and institutional investors. A detailed analysis is required to determine
whether the current level of regulation is appropriate, or whether different regulatory approaches are
necessary. This recommendation connects directly to our full and final recommendation below.

Recommendation 17: The Committee should commission a comprehensive mapping of all New
Zealand entities, including for-profit organisations (NZSX-listed companies, USX-listed companies
and SOEs) as well as not-for-profit entities. Each entity should be categorised by type, purpose, level of
public accountability and current reporting requirements, with inconsistencies clearly identified.

The Institute may seek to prepare an infographic in 2026 to illustrate this landscape as we were not able to
find such a diagram. While there is deep expertise in specific areas of the financial markets and reporting by
public organisations more generally, oversight across the system as a whole remains limited. A structured
mapping exercise will highlight gaps, overlaps, and opportunities to strengthen transparency and governance.
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Abbreviations

AFFO
AML/CFT
AMRR
AMTN
ANZSIC
APM:s
ARR
ASIC

ASX

BAU

CAC

CDP
Companies Office
COR

CTS

EBIT
EBITDA
EBITDAF

EBITDAI

EBT
EER
EMTN
EPS
ESMA
ETS
FCI
FFO
FLLYR
FMA
FMC
FRC UK
FY
GAAP
GRI
GWP

Adjusted funds from operations

Anti-Money Laundering and Countering Financing of Terrorism
Annualised monthly recurring revenue

Australian Medium-Term Note

Australian and New Zealand Standard Industrial Classification 2006
Alternative performance measures

Annualised Recurring Revenue

Australian Securities and Investments Commission

Australian Stock Exchange

Business as usual

Costs to acquire customers

Formerly known as ‘Carbon Disclosure Project’, now only referred to as CDP
New Zealand Companies Office

Combined operating ratio

Costs to service and support

Earnings before interest and tax

Earnings before interest, tax, depreciation and amortisation

Earnings before interest, taxes, depreciation, amortisation, and fair value
adjustments

Earnings before finance income and expense, income tax, depreciation,
amortisation, and net investment income

Earnings before tax

Extended External Reporting

Euro Medium-Term Notes

Earnings per share

European Securities and Markets Authority
Emissions Trading Scheme

Future contracted income

Funds from operations

Full-year announcement

Financial Markets Authority

Financial Markets Conduct

Financial Reporting Council (UK)
Financial year

Generally accepted accounting practice
Global Reporting Initiative

Gross written premium
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HALFYR
IAS

IASB
IFRS
IIRC
IPSAS
IPSASB
IR

MPM
MER
NAV
Non-ASIC
Non-GAAP
NFP
NPAT
NPATA
NPATAS
NPBT
NTA

NZ IFRS RDR
NZ IFRS
NZSX
NzZX
NZX Listing Rules
OPEX
PBE
PD&D
PwC
RDR
Registrar
ROE
ROTE
SaaS

SOE

TSR

USX

XRB
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Half-year announcement

International Accounting Standards

International Accounting Standards Board
International Financial Reporting Standards
International Integrated Reporting Council
International Public Sector Accounting Standards
International Public Sector Accounting Standards Board
Integrated Reporting

Management-defined performance measure
Management expense ratio

Net Asset Value

Not on an ASIC register (see ASIC above)
Non-generally accepted accounting practice
Not-for-profit

Net profit after tax

Net Profit after tax and amortisation

Net profit after tax attributable to shareholders
Net profit before tax

Net tangible assets

NZ IFRS Reduced Disclosure Regime

New Zealand equivalents to International Financial Reporting Standards
NZX Main Board (also NZX Equity Market)
New Zealand Stock Exchange

NZX Limited: Main Board/Debt Market Listing Rules
Operating expenses or expenditure

Public benefit entity

Product design and development
PricewaterhouseCoopers

Reduced Disclosure Regime

Registrar of Financial Service Providers

Return on average ordinary equity

Return on average tangible ordinary equity
Software as a Service

State-owned enterprise

Total shareholder return

Unlisted Securities Exchange

External Reporting Board
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Glossary

Many of the terms in this glossary are used in legislation or other rules, protocols and compliance standards
that shape international reporting. Relevant legislation that outlines definitions of any terms below is
included in Working Paper 2018/04 - Legislation Shaping the Reporting Framework: A compilation. Other
terms are used specifically in the context of McGuinness Institute research. To minimise repetition, we
have given prominence to the definitions given in standards used by for-profit entities rather than
not-for-profit entities.

Accounting standards

The External Reporting Board Standard A 1 Application of the Accounting Standards Framework states that the term
accounting standard has ‘the same meaning as “financial reporting standard” and includes an “applicable financial
reporting standard” as defined in the Financial Reporting Act 2013’.

Accounting standard framework

Refers to the External Reporting Board Standard A1 Application of the Accounting Standards Framework.

Alternative performance measures (APMs)

‘APMs are company performance measures other than those reported in a company’s financial statements. Examples of

»

APMs include “underlying profits”, “normalised profits”, EBIT (earnings before interest and tax) and EBITDA (earnings

before interest, tax, depreciation and amortisation).’'®

Announcements
‘Market announcements distributed in real time.”’! See ‘NZX announcements’.

Annual report

Defined varyingly across the public and private sectors in a range of documents. Contents of an annual report are
specified in s 211 of the Companies Act 1993 and NZX Listing Rule 3.7 and 3.8. For further information, see p.7 in ISA
(NZ) 720 (Revised).

Australian Securities and Investments Commission (ASIC)

Used in the context of this research as a determinant of financial filing requirements (see also ‘Overseas ASIC companies/
overseas non-ASIC companies’).

Auditing/assurance requirements

The different legal obligations of various public and private sector entities to have their financial statements subject to an
assurance engagement.

Climate-related disclosure framework
The framework (such as the NZ C9) is established under s 12(aa) of the Financial Reporting Act 2013.

Companies Register

A website operated by the New Zealand Companies Office where company details are stored.

Directors

A legal term defined for companies under s 126(1) of the Companies Act 1993 and for other entities under Rule 1.9
as ‘any person occupying a position in that entity, or in the Manager of such entity, that is comparable with that of a
director of a company’.!®

Earnings

‘Income or profit of an entity. May be expressed as gross or net.”'®®

Earnings before interest and tax (EBIT)/earnings before interest, tax, depreciation and
amortisation (EBITDA)

‘EBIT represents earnings (or net income/profit, which is the same thing) that have interest and taxes added back to
them. On an income statement, EBIT can be easily calculated by starting at the Earnings Before Tax line and adding
back to that figure any interest expenses the company may have incurred ... EBITDA stands for Earnings Before Interest,
Taxes, Depreciation, and Amortization. The additional adding back of Depreciation and Amortization is the only
difference between EBIT vs EBITDA’.!* ‘EBITDA is a measure of profitability that excludes the costs of financing,
taxation, and asset ageing.’'%
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Earnings data (market announcements)

‘Earnings data refers to the following pieces of information from your preliminary full year or half year financial
statements: Total profit/loss after tax, shareholder funds, intangibles, number of shares on issue as at the Balance Date.’'%

Entity
A legal term defined in s 5 of the Financial Reporting Act 2013.

External Reporting Board (XRB)

It is the XRB’s role to ‘develop and issue reporting standards on accounting, audit and assurance, and climate, for entities

across the private, public, and not-for-profit sectors’.'””

Financial Markets Authority (FMA)

‘New Zealand’s principal conduct regulator for financial markets.”!%

Financial reporting standards

A set of standards defined in s 5 of the Financial Reporting Act 2013 and issued by the XRB for the public and private
sectors.'” It has the same meaning as ‘accounting standards’ above.

Financial Stability Board (FSB)

A Switzerland-based entity that acts as a monitor of the global financial system, making recommendations and co-
ordinating national financial authorities.!"

Financial statements

An accounting and filing document defined in s 6 of the Financial Reporting Act 2013. ‘A financial statement reports on
financial activities and performance of a business over a certain period in the past. Lenders and investors use it to judge a
business’s financial health and earnings potential.”!!!

Some large New Zealand, and all large overseas companies, must file annual audited financial statements
under the Companies Act 1993. All Financial Markets Conduct (FMC) reporting entities must lodge annual
audited financial statements under the Financial Markets Conduct Act 2013.™

See also ‘general purpose financial statements’.

FMA reporting entity

An FMA reporting entity is not the same as an FMC reporting entity. The Anti-Money Laundering and Countering
Financing of Terrorism Act 2009 (AML/CFT Act) describes a person who needs to comply with the AML/CFT Act as a
‘reporting entity’. The definitions of ‘reporting entity’ can be found in s 5 of the AML/CFT Act and in the Anti-Money
Laundering and Countering Financing of Terrorism (definitions) Regulations 2011. An FMA reporting entity is not a
defined term under the AFT/CMT Act, but is used to describe a ‘reporting entity’ that is supervised by the FMA, in its
role as an AML/CFT supervisor, under s 130 of the AML/CFT Act. The FMA’s website contains a list of 1457 FMA

reporting entities as at 31 January 2023.'3

114

FMA reporting entities have an obligation to report to the FMA on a regular
basis.

FMC reporting entity

FMC reporting entities, in contrast to FMA reporting entities, are those persons described in s 451 of the Financial
Markets Conduct Act 2013 (FMC Act). An ‘FMC reporting entity’ is required to comply with the obligations contained
in Part 7 of the FMC Act. ‘These obligations include keeping proper accounting records, preparing financial statements,
having those financial statements audited, and lodging those financial statements and audit report with the Companies
Office within four months of the balance date of the FMC reporting entity.”**

For-profit entities

‘Reporting entities that are not public benefit entities’.!*® These entities apply NZ IFRS accounting standards. If an entit
P g P PPy g y
does not meet PBE criteria, it is, for the purposes of reporting, a for-profit entity.

Full-year announcement (FLLYR)

The NZX announcement code used when NZSX-listed companies are releasing their preliminary
full-year results.'”

General purpose financial statements

An accounting term used in NZ IAS 1 Presentation of Financial Statements, but usually referred to simply as ‘financial
statements’, ‘intended to meet the needs of users who are not in a position to require an entity to prepare reports tailored
to their particular information needs’.!**
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Generally accepted accounting practice (GAAP)

A legal and accounting term defined in s 8 of the Financial Reporting Act 2013. They are ‘accounting standards issued by
the XRB Board or the NZASB and are the primary indicators of generally accepted accounting practices (GAAP) in New
Zealand’.'” Section 4 of the XRB A1 standard outlines what currently constitutes GAAP:

4. The financial statements of various reporting entities are required by legislation to comply with
‘generally accepted accounting practice’ (GAAP). GAAP comprises:

(a) accounting standards issued by the XRB, or its sub-Board the New Zealand Accounting Standards
Board (NZASB), pursuant to section 12(a) of the Financial Reporting Act 2013; and

(b) authoritative notices issued by the XRB or the NZASB, pursuant to section 12(c) of the Financial
Reporting Act 2013.

See also s 7: Matters relating to GAAP in Financial Markets Conduct Regulations 2014.

Half-year announcement (HALFYR)

The NZX announcement code used when NZSX-listed companies are releasing their preliminary
half-year results.®

International Accounting Standards (IAS) (an accounting term)

International Accounting Standards (IAS) are a set of earlier accounting guidelines that were issued between 1973 and
2001 by the International Accounting Standards Committee (IASC). When IASC was replaced by the IASB in 2001, the
earlier standards were replaced by International Financial Reporting Standards (IFRS). The IASB adopted the existing
IAS standards and continues to manage them, but new standards are now issued under the IFRS name.'?! (See also
‘International Financial Reporting Standards (IFRS)’.)

International Accounting Standards Board (IASB)

An independent body that produced IAS and now produces IFRS.!?? (See also ‘International Accounting Standards’ above
and ‘International Financial Reporting Standards’ below.)

International Financial Reporting Standards (IFRS) (an accounting term)

An accounting term that refers to the accounting standards issued by the IASB since 2001.'% (See also ‘International
Accounting Standards (IAS)’.)

International Public Sector Accounting Standards (IPSAS)

A set of standards for public sector entities to use when preparing financial statements, issued by the International Public
Sector Accounting Standards Board.'

Issuer

A legal term defined in s 11 of the Financial Markets Conduct Act 2013.

Management commentary

The Institute uses the term ‘management commentary’ to refer to any part of the annual report outside of the financial
statements. XRB defines management commentary as:

A particular form of general purpose financial reports that provide information that:
(a) enhances users’ understanding of the entity’s financial performance and financial position
reported in its financial statements; and

(b) provides management’s insight into factors, including sustainability-related factors, that could
affect the entity’s ability to create value and generate cash flows across all time horizons,
including in the long term.®

Management-defined performance measure (MPM)
NZ IFRS 18 defines a management-defined performance measure as:
a subtotal of income and expenses that:
(a) anentity uses in public communications outside financial statements;

(b) an entity uses to communicate to users of financial statements management’s view of an aspect of
the financial performance of the entity as a whole; and

(c) isnot listed in paragraph 118 [of NZ IFRS 18], or specifically required to be presented or disclosed
by NZ IFRS.6
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Examples include ‘adjusted profit, normalised/underlying earnings, and adjusted earnings before interest, tax,
depreciation and amortisation’. The External Reporting Board (XRB) has indicated that preparers will need to consider
whether EBITDA meets the definition of MPM above.

Material information

Unless otherwise stated, this report defines material information broadly in line with the European Union Guidelines

on non-financial reporting: Supplement on reporting climate-related information.'””’ Although it is applied to climate

change here, it is the Institute’s view that it can be applied to all other material information. Material information is also
defined in s 231(1) of the Financial Markets Conduct Act 2013, which is referred to in the NZX Listing Rules glossary.!?*
The XRB definition is ‘information is material if omitting, misstating or obscuring it could reasonably be expected to

influence decisions that the primary users of general purpose financial statements make on the basis of those financial

statements, which provide financial information about a specific reporting entity’.’?”

Market announcements

Market announcements relate to all announcements made by NZSX-listed companies released publicly on the NZX
Market Announcement Platform. They contain information that issuers must release to the market to meet its
obligations under the NZX Listing Rules and their content is identified by specific type codes.

New Zealand equivalents to International Financial Reporting Standards (NZ IFRS)
Defined by XRB as follows:

Standards and Interpretations adopted by the International Accounting Standards Board (IASB).
They comprise:

(a) International Financial Reporting Standards;
(b) International Accounting Standards;

(c) IFRIC Interpretations; and

(d) SIC Interpretations.™®

New Zealand Stock Exchange (NZX)
The NZX is a licensed market operator as defined in s 6 of the Financial Markets Conduct Act 2013.

Non-ASIC

(See ‘Australian Securities and Investments Commission (ASIC)’.)

Non-GAAP information (in this paper includes non-climate-related disclosure information)

Non-GAAP is not specifically defined in legislation but for the purposes of this paper we have treated it as any financial
information that is published by an organisation, usually in the management commentary of an annual report, that is not
standardised, such as information that is not required under the financial reporting standards framework (being GAAP)
or the climate-related disclosure framework. Note there is a discussion of specific non-GAAP terms, such as EBITDA, in
clause 39, Miscellaneous rules relating to financial information, of the Financial Markets Conduct Regulations 2014 (see
‘generally accepted accounting practice (GAAP)’).

Non-GAAP financial measures (Non-GAAP measures)

As defined in s 2(5) of the Financial Markets Conduct Regulations 2014, a non-GAAP financial measure is ‘a numerical
measure of an issuer or an issuing group’s historical or future financial performance, financial position, or cash flows that
is used as an alternative to, or to supplement, a GAAP financial measure’.

Non-GAAP information

The Institute uses the term ‘non-GAAP information’ to include mentions of the terms ‘non-GAAP’ or ‘non-IFRS’ and/

or the reporting of selected non-GAAP measures.

Non-GAAP standard

‘Non-GAARP standard is defined in s 5 of the Financial Reporting Act 2013 and means a financial reporting standard
issued by the XRB that is stated in the standard to be a non-GAAP standard. All the non-GAAP standards issued by the
XRB are currently cash-based standards.”®! The only non-GAAP standard issued by the XRB is Tier 4 (NFP) Standard
Reporting Requirements for Tier 4 Not-for-Profit Entities (2023), pursuant to s 18 of the Financial Reporting Act 2013.
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NZX announcements

Components of a continuous ‘disclosure framework which seeks to ensure the timely release of material information by

issuers’.1*2 (See ‘material information’.) The announcements ensure integrity and promote ‘fair, orderly and transparent

markets’ through the provision of timely, relevant and equally accessible information.'”® There is no ‘prescriptive list of
information’ that needs to be included in announcements, because this will depend ‘on the content and the reason for the
announcement’, although there is some guidance provided on information that should generally be disclosed following a
material transaction.”

NZX Corporate Governance Code (NZX Code)

A document that sets out eight principles to guide NZSX-listed companies:

e Principle 1: Ethical standards

e Principle 2: Board composition and performance
e Principle 3: Board committees

»  Principle 4: Reporting and disclosure

e Principle 5: Remuneration

» Principle 6: Risk management

e Principle 7: Auditors

e Principle 8: Shareholder rights/relations™®

See also ‘FMA Handbook’, which includes stakeholder interests in Principle 8.1%

NZX Main Board (NZSX) (a legal term)
“The NZX Equity Market (NZSX) is the premier market for NZX’s listed equities and funds in New Zealand and is home

to some of New Zealand and Asia-Pacific’s most successful and dynamic companies.’*’

Officers (Company officers)
A term defined in NZX Listing Rule 3.8.1(c) as follows:

A person, however designated, who is concerned or takes part in the management of the Issuer’s business
and reports directly to: (a) the Board; or (b) a person who reports to the Board.™®

Overseas ASIC companies/overseas non-ASIC companies

Terms used specifically by the McGuinness Institute in Project ReportingNZ to denote the legal status of an overseas
company as registered with the Australian Securities and Investments Commission (or not). (See also ‘Australian

>

Securities and Investments Commission (ASIC)’.)

Overseas company
A legal term defined in ss 2 and 332 of the Companies Act 1993.

Performance report/statement

An accounting term for public benefit entities defined as follows:

A set of statements which collectively tell the story of the entity over the financial year. This includes the
entity information, statement of service performance, statement of financial performance, statement of
financial position, statement of cash flows, statement of accounting policies, and notes to the performance
report prepared in accordance with this Standard.™®

For registered charities, performance reports are the financial statements that Tier 3 and 4 charities attach to their annual
return, which contain both financial and non-financial information, such as mission or purpose. From 1 January 2022, all

Tier 1 and Tier 2 charities were required to report service performance information.!®

Preparers (report preparers)

A term used specifically by the McGuinness Institute in Project ReportingNZ to refer to CFOs of significant companies
in New Zealand. The term was developed for the 2017 Preparers’ Survey, which focuses on significant companies because
of their impact on New Zealand’s economy and because of their potential as drivers of change in EER practices. (See also
‘users (report users)’ below.)

Pro forma

‘A pro forma financial statement is a document that predicts future financial results using estimated data.’*!
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Public accountability (an accounting term)

The definition of public accountability in XRB A1 has two parts:

Part 1 refers to the IASB definition (based on the international standard IFRS for SMEs): An entity has public
accountability if its shares or debt are traded on the public market - or if it holds assets in a fiduciary capacity for a broad
group of outsiders as one of its primary businesses.

Part 2 refers to a New Zealand-specific ‘deeming provision’: An entity has public accountability if it is an ‘FMC
reporting entity’ with ‘higher level of public accountability’ as defined under the Financial Markets Conduct Act 2013
(FMC Act).*

Public accountability is defined in XRB A1: Application of the Accounting Standards Framework as:

7 For the purpose of applying the Tier 1 criteria, an entity has public accountability if:

(a) it meets the IASB definition of public accountability as specified in paragraph 8 (subject
to paragraph 10); or

(b) itis deemed to have public accountability in New Zealand in accordance with paragraph 9.

8 Inaccordance with the IASB definition, an entity has public accountability if:

(a) its debt or equity instruments are traded in a public market or it is in the process of issuing
such instruments for trading in a public market (a domestic or foreign stock exchange or an
over-the-counter market, including local and regional markets); or

(b) it holds assets in a fiduciary capacity for a broad group of outsiders as one of its primary
businesses (most banks, credit unions, insurance companies, securities brokers/dealers, mutual
funds and investment banks would meet this second criterion).

9 An entity is deemed to have public accountability in New Zealand if:

(a) itisan FMC reporting entity or a class of FMC reporting entities that is considered to have a
‘higher level of public accountability’ than other FMC reporting entities under section 461K
of the Financial Markets Conduct Act 2013; 2 or

(b) itisan FMC reporting entity or a class of FMC reporting entities that is considered to have a

‘higher level of public accountability’ by a notice issued by the Financial Markets Authority (FMA)
under section 461L(1)(a) of the Financial Markets Conduct Act 2013.

10 Notwithstanding paragraph 8(b), an FMC reporting entity is not considered to have public accountability
unless it is considered to have a ‘higher level of public accountability’ than other FMC reporting entities
in accordance with paragraph 9(a) or 9(b).*®

Public benefit entities (PBEs) (an accounting term)

Describes an entity ‘whose primary objective is to provide goods or services for community or social benefit and where
any equity has been provided with a view to supporting that primary objective rather than for a financial return to
equity holders’.!* PBEs include not-for-profit and public sector entities.

Public communications

NZ IFRS 18 refers to public communications that sits outside a company’s financial statements. ‘Public communications
include management commentary, press releases and investor presentations. For the purpose of defining management-
defined performance measures, public communications exclude oral communications, written transcripts of oral
communications and social media posts.”*

Reporting entity
A legal term defined in s 5 of the Financial Reporting Act 2013.

Result announcements

The Institute uses the term ‘result announcements’ to refer to market announcements that directly or indirectly discuss the
financial results in some detail. Examples include announcements coded as ‘FLLYR’ and ‘HALFYR’, or announcements
coded as ‘MKTUPDATE’ and ‘GENERAL’ that relate to financial results. Importantly, result announcements generally
consist of a summary or overview page/s, as well as accompanying attachments.

S&P 500 (a financial term)

An index developed and maintained by S&P Dow Jones Indices, which comprises 500 leading American companies and is
> 146

‘widely regarded as the best single gauge of large-cap U.S. equities’.
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Selected non-GAAP measures

Given that there is a wide range of possible non-GAAP terminology, the Institute decided to ensure a consistent approach

by using a small, identical set of non-GAAP measures to search both annual reports and result announcements. In this

paper, selected non-GA AP measures include: Adjusted, EBIT, Free cash flow, Normalised, Proforma/pro-forma/pro forma
and Underlying. Please note that each of these terms, except “free cash flow’, captures a range of non-GAAP measures (e.g.
‘Underlying NPAT"). See Table A6.1 in Appendix 6 for a list of all variations of non-GAAP measures found in the 2023 and
2024 annual reports, and Table A8.1 in Appendix 8 for a list of all variations of non-GAAP measures found in the 2023 result
announcements.

Significant companies (a group of companies)
For-profit companies that have a considerable impact on New Zealand’s capital (comprising human, social, natural and

financial/physical capitals). Examples specific to Project ReportingNZ include companies on the 2017 Deloitte Top 200 or
NZSX.

Significant entities (a group of organisations)

Organisations that have a considerable impact on New Zealand’s human, social, natural and financial/physical capital.
This concept aligns with Treasury’s Living Standards Framework.'¥ It includes significant companies and other significant
entities such as government departments, Crown agents and Crown entities, state-owned enterprises and local authorities.

Stakeholder

Anyone affected by an organisation’s operations including, among others, ‘customers, employees, the public, the

government, and anyone else affected by the business’.#*

Statement of cash flows

A report that illustrates ‘inflows and outflows of cash and cash equivalents’ governed by NZ IAS 7 Statement of Cash
Flows and PBE IPSAS 2 Statement of Cash Flows."¥ All Tier 1 and Tier 2 for-profit entities must produce cash flow
statements, although Tier 2 companies may adhere to an RDR. Entities are required to report against three types of
activity in the statement of cash flows:

e operating activities (‘principal revenue-producing activities’)

e investing activities (‘acquisition and disposal of long-term assets’), and

» financing activities (‘activities that result in changes in the size and composition of the contributed equity and
borrowings of the entity’).!*

Tax expense (tax income) (an accounting term)

Refers to ‘the aggregate amount included in the determination of profit or loss for the period in respect of current tax
and deferred tax’."*!

Tier strategy

An accounting strategy adopted by for-profit entities and PBEs that establishes different levels of financial reporting with
respect to different classes of reporting entities. The ‘tiered approach is intended to match

the benefits with the cost of preparing financial statements, based on the size of the entity’.!>? (See Tables 5 and 6 below.)

Table 5: For-profit entity tiers and accounting standards as at January 2022
Source: XRB, 2022, p.10"

Tier 1 «  Has public accountability (as defined); or NZ IFRS
« Isafor-profit public sector entity that has total expenses >$30 million

Tier 2 . Has no public accountability (as defined); and NZ IFRS RDR
- Is afor-profit public sector entity that has total expenses =$30 million
and elects to be in Tier 2.
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Table 6: Public benefit entity tiers and accounting standards as at January 2022
Source: XRB, 2022, p.14%*

Accounting standards

Tier 1 «  Has public accountability (as defined); or PBE Standards
«  Has total expenses (including grants) > $30 million

Tier 2 . Has no public accountability (as defined); and PBE Standards (RDR)
. Has total expenses (including grants) = $30 million
and elects to be in Tier 2.

Tier 3 «  Has no public accountability (as defined); and PBE SFR-A (PS) or
«  Has expenses <$2 million PBE SFR-A (NFP)
and elects to be in Tier 3.

Tier 4 . Has no public accountability (as defined); and PBE SFR(C) (PS) or
«  Has total operating payments of less than $140,000 in each of the PBE SFR(C) (NFP)

previous two reporting periods (i.e. not a ‘specified not-for-profit
entity’); and
+ s permitted by an enactment to comply with a ‘non-GAAP Standard’

and elects to be in Tier 4.

Total revenue (an accounting term)

An accounting term defined in s 9 of XRB A2 Meaning of Specified Statutory Size Thresholds as “all income, revenue and
gains that are required to be recognised in profit or loss and excludes the components of other comprehensive income’.'

Unlisted code companies

These are a subset of medium-sized unlisted public companies that have 50 or more holders of voting securities and meet
certain asset/revenue thresholds. They occupy a regulatory grey area where public accountability is expected but not
uniformly enforced.!

Unlisted Securities Exchange (USX)

USX ‘is a Financial Product Market operating under an exemption from subpart 7 of Part 5 of the Financial Markets
Conduct Act 2013 (“the Act”) and certain conditions specified in the Exemption Notice. Investors trading in securities
quoted on Unlisted trade at their own risk and do not have the protections provided by Part 5 of the Act, in relation to:
insider trading, market manipulation, continuous disclosure, substantial holding disclosure, relevant interest disclosures,
and the monitoring of market obligations by the FMA. USX provides a facility for trading previously allotted securities.
USX has its own Market Rules and monitors compliance by Issuers with those Rules. Before an investor may trade

(via a broker) in securities quoted on USX, the investor’s broker will require the investor to sign the USX Information
and Disclaimer form, which provides a fuller explanation about USX’s status and what this means for investors.’
Importantly, USB is unlisted, and is therefore not a licensed financial product. In this paper, the Institute has used the
term ‘USX-listed companies’ to refer to companies listed on the Unlisted Securities Exchange.'

Users (report users)

A term used specifically by the McGuinness Institute in Project ReportingNZ to refer to any interested parties who use
the reports of organisations to learn more about their operations.
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Appendix 1: Excerpt from NZ IFRS 18: Presentation and
Disclosure in Financial Statements — Management-
defined performance measures (May 2024)
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Appendix 2: Excerpt from RDR Concessions — NZ IFRS
18 Presentation and Disclosure in Financial Statements,
Amendments to NZ IFRS 18 and NZ IAS 34 (June 2025)
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Appendix 3 : NZX Results Announcements (1 April 2023)
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Appendix 4: Excerpt from FMA’s Disclosing non-GAAP
financial information (14 July 2017)
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Appendix 5: List of NZSX-listed companies

Table A5.1: Comparison of the names of 123 companies on the NZSX with the legal names in the audit report

Company name found on the
NZSX as at 31 December 2024

Company name found in
the audit report of the 2025

financial statements

Comparing company
names on the NZSX with
the name used in the
company’s audit report

23.

24.
25.

26.

27.

28.

29.
30.

3,

32.

33.
34.
38,

100

2€C
AFC
AFI

AFT
AGL
AlA

AIR
ALF
ANZ
AOF
APL
ARB
ARG
ATM
BAI
BFG
BGP
BLT
BPG
BRM
BRW
e

CDI

CEN
CHI

CMO

CNU
CRP

CVT
DGL
DOW
EBO

ENS
ERD
FBU

2 Cheap Cars Group Limited
AFC Group Holdings Limited

Australian Foundation
Investment Company Limited

AFT Pharmaceuticals Limited
Accordant Group Limited
Auckland International Airport
Limited

Air New Zealand Limited (NS)
Allied Farmers Limited (NS)
ANZ Group Holdings Limited
AoFrio Limited

Asset Plus Limited

ArborGen Holdings Limited
Argosy Property Limited

The a2 Milk Company Limited
Being Al Limited

Burger Fuel Group Limited
Briscoe Group Limited

Blis Technologies Limited
Black Pearl Group Limited
Barramundi Limited
Bremworth Limited

Cooks Coffee Company
Limited

CDL Investments New Zealand
Limited

Contact Energy Limited
Channel Infrastructure NZ
Limited

The Colonial Motor Company
Limited

Chorus Limited (NS)
Chatham Rock Phosphate
Limited

Comvita Limited

Delegat Group Limited
Downer EDI Limited

Ebos Group Limited

Enprise Group Limited
EROAD Limited
Fletcher Building Limited

2 Cheap Cars Group Limited
AFC Group Holdings Limited

Australian Foundation
Investment Company Limited

AFT Pharmaceuticals Limited
Accordant Group Limited
Auckland International Airport
Limited

Air New Zealand Limited
Allied Farmers Limited

ANZ Group Holdings Limited
AoFrio Limited

Asset Plus Limited

ArborGen Holdings Limited
Argosy Property Limited

The a2 Milk Company Limited
Being Al Limited

Burger Fuel Group Limited
Briscoe Group Limited

Blis Technologies Limited
Black Pearl Group Limited
Barramundi Limited
Bremworth Limited

Cooks Coffee Company
Limited

CDL Investments New Zealand
Limited (Group)

Contact Energy Limited
Channel Infrastructure NZ
Limited

The Colonial Motor Company
Limited

Chorus Limited

Chatham Rock Phosphate
Limited

Comvita Limited (Group)
Delegat Group Limited
Downer EDI Limited

EBOS Group Limited

Enprise Group Limited
EROAD Limited
Fletcher Building Limited
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Same
Same

Same

Same
Same

Same

Same
Same
Same
Same
Same
Same
Same
Same
Same
Same
Same
Same
Same
Same
Same

Same

Different, see ‘(Group)’

Same

Same

Same

Same

Same

Different, see ‘(Group)’
Same
Same

Same, but note
capitalisation of ‘Ebos’

Same
Same

Same



36.

37.

38.
39.
40.

41.

42.
43.
44.
45,

46.

47.

48.
49.
50.

5ll.

52.
58!
54.
55.

56.

57.

58.
59.
60.

61.

62.

63.
64.

65.
66.

67.

68.

69.
70.

FCG

FPH

FRW
FWL
GEN
GFI
GNE
GTK
GXH
HFL

HGH

HLG

IFT
IKE
IPL

IPR
KFL
KMD
KPG
LIC

MCK

MCY
MEE
MEL
MFB
MFT
MHJ

MLN
MMH

MNW
MOV
MPG

MWE

NPH
NTL

Company name found on the

NZSX as at 31 December 2024

Fonterra Co-operative Group
Limited (NS)

Fisher & Paykel Healthcare
Corporation Limited

Freightways Group Limited
Foley Wines Limited

General Capital Limited
Greenfern Industries Limited
Genesis Energy Limited (NS)
Gentrack Group Limited
Green Cross Health Limited
Henderson Far East Income
Limited

Heartland Group Holdings
Limited

Hallenstein Glasson Holdings
Limited

Infratil Limited

ikeGPS Group Limited

Investore Property Limited
(NS)

Iperion Limited

Kingfish Limited

KMD Brands Limited

Kiwi Property Group Limited

Livestock Improvement
Corporation Limited (NS)

Millennium & Copthorne
Hotels New Zealand Limited

Mercury NZ Limited (NS)

Me Today Limited

Meridian Energy Limited (NS)
My Food Bag Group Limited
Mainfreight Limited

Michael Hill International
Limited

Marlin Global Limited
Marsden Maritime Holdings
Limited

Manawa Energy Limited
Move Logistics Group Limited
Metro Performance Glass
Limited

Marlborough Wine Estates
Group Limited

Napier Port Holdings Limited

New Talisman Gold Mines
Limited

Company name found in
the audit report of the 2025

financial statements

Fonterra Co-operative Group
Limited

Fisher & Paykel Healthcare
Corporation Limited
Freightways Group Limited
Foley Wines Limited

General Capital Limited
Greenfern Industries Limited
Genesis Energy Limited
Gentrack Group Limited
Green Cross Health Limited
Henderson Far East Income
Limited

Heartland Group Holdings
Limited

Hallenstein Glasson Holdings
Limited

Infratil Limited

ikeGPS Group Limited
Investore Property Limited

Iperion Limited

Kingfish Limited

KMD Brands Limited (Group)
Kiwi Property Group Limited

Livestock Improvement
Corporation

Millennium & Copthorne
Hotels New Zealand Limited

Mercury NZ Limited

Me Today Limited

Meridian Energy Limited

My Food Bag Group Limited
Mainfreight Limited

Michael Hill International
Limited

Marlin Global Limited
Marsden Maritime Holdings
Limited

Manawa Energy Limited
Move Logistics Group Limited
Metro Performance Glass
Limited

Marlborough Wine Estates
Group Limited

Napier Port Holdings Limited

New Talisman Gold Mines
Limited
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Comparing company
names on the NZSX with
the name used in the
company’s audit report

Same

Same

Same
Same
Same
Same
Same
Same
Same

Same

Same

Same

Same
Same
Same

Same
Same
Different, see ‘(Group)’
Same

Different, see ‘Limited’

Same

Same
Same
Same
Same
Same
Same

Same
Same

Same
Same

Same

Same

Same

Same
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71.
72.

73.

74.
75.
76.
77.

78.
79,
80.
8.

82.
83.
84.

85.
86.

87.

88.
89.
90.
Sl

92.
93.
94.
95.

96.
97.
98.

g,

100.

101.

102.
103.

104.

102

NWF
NZL

NZK

NZM
NZX
OCA
PCT

PEB
PFI
PGW
PHL
POT
PYS
RAD

RAK
RBD

RTO
(previously
BGI)

RUA
RYM
SAN
SCL
SCT
SDL
SEK
SKC

SKL
SKO
SKT

SM
SML
SPG

SPK
SPN

SPY

Company name found on the
NZSX as at 31 December 2024

NZ Windfarms Limited

New Zealand Rural Land
Company Limited (NS)

NZ King Salmon Investments
Limited

NZME Limited

NZX Limited

Oceania Healthcare Limited

Precinct Prop NZ Ltd & Invest
Ltd Stapled Security (NS)

Pacific Edge Limited

Property For Industry Limited
PGG Wrightson Limited
Promisia Healthcare Limited
Port of Tauranga Ltd
PaySauce Limited

Radius Residential Care
Limited

Rakon Limited

Restaurant Brands NZ Limited

RTO Limited

RUA Bioscience Limited
Ryman Healthcare Limited
Sanford Limited

Scales Corporation Limited
Scott Technology Limited
Solution Dynamics Limited
Seeka Limited

SkyCity Entertainment Group
Limited

Skellerup Holdings Limited
Serko Limited

Sky Network Television
Limited

Santana Minerals Limited
Synlait Milk Limited

Stride Prop & Stride Invest
Mgmt Ltd Stapled Security

Spark New Zealand Limited
South Port New Zealand
Limited

Smartpay Holdings Limited

Company name found in
the audit report of the 2025
financial statements

NZ Windfarms Limited
New Zealand Rural Land
Company Limited

New Zealand King Salmon
Investments Limited

NZME Limited

NZX Limited

Oceania Healthcare Limited
Precinct Properties New
Zealand Limited and Precinct
Properties Investments
Limited

Pacific Edge Limited
Property for Industry Limited
PGG Wrightson Limited
Promisia Healthcare Limited
Port of Tauranga Limited
PaySauce Limited

Radius Residential Care
Limited

Rakon Limited

Restaurant Brands New
Zealand Limited

RTO Limited

RUA Bioscience Limited
Ryman Healthcare Limited
Sanford Limited

Scales Corporation Limited
Scott Technology Limited
Solution Dynamics Limited
Seeka Limited

SkyCity Entertainment Group
Limited

Skellerup Holdings Limited
Serko Limited

Sky Network Television
Limited

Santana Minerals Limited
Synlait Milk Limited

Stride Property Limited
and Stride Investment
Management Limited

Spark New Zealand Limited
South Port New Zealand
Limited

Smartpay Holdings Limited
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Comparing company
names on the NZSX with
the name used in the
company’s audit report

Same

Same

Different, ‘NZ’ or ‘New
Zealand’

Same
Same
Same

Different, see abbreviations
and ‘Stapled Security’

Same
Same
Same
Same
Different, ‘Ltd’ or ‘Limited’
Same

Same

Same

Different, ‘NZ’ or ‘New
Zealand’

Same

Same
Same
Same
Same
Same
Same
Same

Same

Same
Same
Same

Same
Same

Different, see abbreviations
and ‘Stapled Security’

Same

Same

Same



Company name found on the
NZSX as at 31 December 2024

Company name found in
the audit report of the 2025

financial statements

Comparing company
names on the NZSX with
the name used in the
company’s audit report

105. STU Steel & Tube Holdings Limited  Steel & Tube Holdings Limited  Different, see ‘(Group)’
(Group)
106. SUM Summerset Group Holdings Summerset Group Holdings Same
Limited Limited
107.  SVR Savor Limited Savor Limited Same
108. TAH Third Age Health Services Third Age Health Services Same
Limited Limited
109. THL Tourism Holdings Limited Tourism Holdings Limited Same
110. TGG T&G Global Limited T&G Global Limited Same
1. TRA Turners Automotive Group Ltd  Turners Automotive Group Different, ‘Ltd’ or ‘Limited’
Limited
12.  TRU TruScreen Group Limited TruScreen Group Limited Same
13.  TWL Trade Window Holdings Trade Window Holdings Same
Limited Limited
4. TWR Tower Limited Tower Limited Same
15.  VCT Vector Limited Vector Limited Same
16. VGL Vista Group International Ltd ~ Vista Group International Different, ‘Ltd’ or ‘Limited’
Limited
N7 VNT Ventia Services Group Limited  Ventia Services Group Limited Same
Ordinary Shares
118. VSL Vulcan Steel Limited Vulcan Steel Limited Same
19.  VTL Vital Limited Vital Limited delisted from the Same
NZSX on 3 October 2025.
120. WBC Westpac New Zealand Limited Westpac New Zealand Limited Same
121.  WCO WasteCo Group Limited WasteCo Group Limited Same
122.  WHS The Warehouse Group Limited The Warehouse Group Limited Same
123.  WIN Winton Land Limited Winton Land Limited Same

Table A5.2: Available annual reports for the years 2018, 2022, 2023 and 2024

Number of NZSX-listed companies (found on NZX website)
Annual reports not found -1 -1 -3 0

Available annual reports (found in NZX announcements) 123 132 130! 1232

Notes to Table A5.2:

1. In 2023, TASK Group Holdings Limited was still analysed as it delisted during that year. Southern Charter Financial Group
Limited changed its name in 2023 to Iperion Limited Ordinary Shares and in our analysis we used the former.

2. Although Fonterra Co-operative Group Limited Shares was excluded from the 2018, 2022 and 2023 analysis, it was included
for 2024. Blackwell Global Holdings Limited changed its name to RTO Limited and in our analysis we used the latter.
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Table A5.3: Types of reports found on the Companies Register for NZSX-listed companies, 2018-2024

ascimeiamiioe Lol el [_on s e

Annual reports filed (including

financial statements on the

Companies Register)

Financial statements filed on N/A N/A 36 N/A N/A N/A 4
the Companies Register only

(no annual report)

Annual report and financial N/A N/A N/A N/A N/A N/A g
statements not filed

Number of NZSX-listed 124 132 132 138 133 133 123
companies

Note to Table A5.3:
1. Asat 24 April 2025, the following three financial statements could not be found on the Companies Register:
Summerset Group Holdings Limited; Vista Group International Limited; and Ventia Services Group Limited.
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Appendix 6: Selected non-GAAP measures reported in
2023 and 2024 annual reports of NZSX-listed companies

Table A6.1: Non-GAAP measures used in the 2023 and 2024 annual reports of NZSX-listed companies

Non-GAAP measure 2024 annual reports 2023 annual reports

Adjusted basic earnings per share
Adjusted Earnings per Share
Adjusted EBIT

Adjusted EBITDA

Adjusted EBITDAI

Adjusted EBT

Adjusted free cash flow
Adjusted NAV return

Adjusted net asset value
Adjusted net debt

Adjusted net earnings

Adjusted net operating cashflow

Adjusted net operating profit before interest, income tax and
impairment of goodwill

Adjusted NPAT
Adjusted NPAT before unusual items

Adjusted operating profit before net finance expense, other
income/(expenses) and income tax

Adjusted US-GAAP EBITDA

AFFO

AMTN at hedged rates

Annualised Monthly Recurring Revenue (AMRR)
Annualised Recurring Revenue (ARR)
Annualised Transactional Monthly Revenue
Annuity EBITDA

Average Revenue Per Booking

Average Revenue per Completed Room Night
Average tangible ordinary equity

Business as usual (BAU) claims ratio

Capital expenditure

Capital expenditure including intangible assets
Cash EBITDA

Cash flow from development activity

Cash flow from existing operations

Cash on hand

Cash profit

Cash usage

Combined operating ratio (COR)

Commercial Test numbers

Comparable EBIT

Constant currency

Contribution margin

Core net interest income

Used once only

Used once only

Used more than once
Used more than once
Used once only

Used once only

Used once only

Used more than once
Used more than once
Used once only

Used once only

Used once only

Not found

Used more than once
Not found

Used once only

Used once only
Used more than once
Used once only
Used once only
Used once only
Used once only
Not found
Used once only
Used once only
Used once only
Used once only
Used once only
Used once only
Used once only
Used once only
Used once only
Used once only
Used once only
Not found
Used once only
Used once only
Used once only
Not found
Used more than once
Not found
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Not found

Used more than once
Used more than once
Used more than once
Used more than once
Not found

Used once only

Used more than once
Used more than once
Used more than once
Used once only

Not found

Used once only

Not found
Used once only
Not found

Used once only
Used more than once
Not found
Used once only
Not found

Not found
Used once only
Not found

Not found
Used once only
Not found
Used more than once
Used once only
Not found

Not found

Not found

Not found
Used once only
Used once only
Not found
Used once only
Used once only
Used once only
Used once only
Used once only
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Non-GAAP measure 2024 annual reports 2023 annual reports

Core NIM

Costs to Acquire Customers (CAC)

Costs to Service & Support (CTS)

CPS

Debt to EBITDA ratio

Distributable profit

Distributable profit before income tax

Dividend payout ratio (excluding notable ltems)
Dividend return

Earnings before interest, tax and impairment

Earnings before interest, tax, other gains and losses and

impairment

EBIT

EBIT before significant items

EBIT margin before significant items
EBITA

EBITA margin

EBITAS

EBITDA

EBITDA margin

EBITDAF

EBITDAFI

EBITDAI

EBITDAL

EBITDRASA

EBT

EBTDA

EMTN at hedged rates

Energy margin

Expense to income ratio (excluding notable Items)
FFO

Financial return ratio

Free cash flow

Free cash flow available to shareholders
Future Contracted Income (FCI)
Gearing ratio

Gross performance return

Gross written premium (GWP)
Growth capital expenditure (CAPEX)
Ingredients margin

Laboratory Throughput

Liquidity coverage ratio (LCR)
Management expense ratio (MER)
Manager’s net interest

Net debt

Net debt at carrying value

Net debt at hedged rates

Net debt to EBITDA ratio

Not found

Used once only

Used once only

Not found

Used more than once
Used more than once
Not found

Used once only

Used more than once
Used once only

Used once only

Used more than once
Used once only

Not found

Used more than once
Used once only

Not found

Used more than once
Used once only

Used more than once
Not found

Used once only

Not found

Not found

Used once only

Used once only

Used once only

Not found

Used once only

Used more than once
Used once only

Used more than once
Not found

Used once only

Used once only

Used more than once
Used once only

Not found

Not found

Used once only

Used once only

Used once only

Used once only

Used more than once
Used once only

Used once only

Used more than once
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Used once only
Used once only
Used once only
Used once only
Not found
Used once only
Used once only
Used once only
Used more than once
Not found

Not found

Used more than once
Used once only

Used once only

Used more than once
Not found

Used once only

Used more than once
Used more than once
Used more than once
Used once only

Used once only

Used once only

Used once only

Not found

Used once only

Used once only

Used once only

Used once only

Used more than once
Not found

Used more than once
Used once only

Used once only

Not found

Used more than once
Not found

Used once only

Used once only

Used once only

Used once only

Not found

Not found

Used more than once
Not found

Used once only

Not found



Non-GAAP measure 2024 annual reports 2023 annual reports

Net funds employed
Net interest income
Net operating assets

Net operating profit before interest, income tax and
impairment of goodwill

Net profit
Net profit after tax (excluding notable Items)

Net profit after tax attributable to shareholders (NPATAS)

Net profit after tax excluding notable Items (long-term average

credit loss basis)

Net rental income

Net stable funding ratio (NSFR)

Net Tangible Assets

Net Tangible Assets per ordinary shares
Net tangible assets per security

Net tangible assets per share

Non-interest income (including net fee income, net wealth
management and insurance income, trading income and other

income)

Non-recurring revenues

Non-SaaS revenues

Normalised earnings per share (EPS)
Normalised EBIT

Normalised EBITDA

Normalised EBITDA margin
Normalised EBT

Normalised free cash flow
Normalised gross profit
Normalised group surplus after tax
Normalised net profit after tax (NPAT)
Normalised profit

Normalised Return on Net Assets
Normalised Revenue

Normalised surplus after tax
Normalised tax rate

Normalised win rate

NPATA

NTA per share

Op cashflow (Adjusted) less Capex

Operating & investing cash flows (excl. impact of funds
invested in term deposit)

Operating Adjusted EBITDA
Operating costs

Operating earnings per share (EPS)
Operating EBIT

Operating EBITDA

Operating EBITDAFI

Operating expenses

Not found
Not found
Used once only
Not found

Not found
Used once only
Used once only
Not found

Used once only

Used once only

Used more than once
Used once only

Used once only

Not found

Not found

Used once only

Used once only

Used once only

Used more than once
Used more than once
Used once only

Used once only

Used once only

Used once only

Not found

Used more than once
Not found

Used once only

Used once only

Used once only

Not found

Not found

Not found

Used more than once
Not found

Not found

Used once only

Not found

Used once only

Used once only

Used more than once
Used once only

Used once only
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Used once only
Used once only
Not found

Used once only

Used once only
Used once only
Not found

Used once only

Used once only

Used once only

Used more than once
Used once only

Not found

Used more than once
Used once only

Used once only

Used once only

Used more than once
Used more than once
Used more than once
Used once only

Not found

Used once only

Not found

Used once only

Used more than once
Used once only

Not found

Used once only

Not found

Used once only

Used once only

Used once only

Not found

Used once only

Used once only

Used once only

Used once only

Used once only

Used more than once
Used more than once
Not found

Not found
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Non-GAAP measure 2024 annual reports 2023 annual reports

Operating expenses (including staff expenses, occupancy
expenses, technology expenses and other expenses)

Operating free cash flow
Operating gross profit
Operating NPAT
Operating profit

Operating profit before net finance expense, other income/
(expenses) and income tax

Operating profit before NZ IFRS 16
Operating profit before tax

Operating revenue

OPEX ratio

Other items

Portfolio value

Pre-provision profit

Pre-provision profit (excluding notable Items)
Pro forma EBIT

Pro forma NPATA

Pro forma total revenue

Pro forma Underlying NPAT

Pro-forma adjustments

Pro-forma Cash Flow

Pro-forma EBITDA

Pro-Forma operating EBITDA

Pro-forma revenue

Product design and development (PD&D) costs
Profit after tax (normalised)

Profit Before Abnormal Items and Taxation
Profit before income tax (normalised)

Profit before net finance expense, other (expense)/ income and
income tax

Profit before net finance expense, other (expense)/income and
income tax

Profit before other (expense)/income and income tax
Profit/(loss) before impairment, interest and tax
Profit/(loss) before interest and tax
Proportionate EBITDAF

RCOP EBIT excluding significant items

RCOP EBITDA

RCOP NPAT

RCOP NPAT excluding significant items
Recurring revenues

Replacement cost operating profit (RCOP) EBIT
Reported EBIT

Reported EBITDA pre-impairment

Return on average ordinary equity (ROE) (excluding Notable
Items)

Return on average shareholders’ equity

Not found

Not found
Not found
Used once only
Not found

Used once only

Not found
Used once only
Not found

Used more than once

Used once only
Used once only
Not found
Used once only
Used once only
Used once only
Used once only
Not found
Not found
Not found
Used once only
Used once only
Not found
Used once only
Used once only
Not found
Used once only
Not found

Used more than once

Used more than once

Not found
Not found
Used once only
Not found
Not found
Not found
Not found
Used once only
Not found
Not found
Used once only

Used once only

Not found
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Used once only

Used more than once
Used once only

Used more than once
Used once only

Not found

Used once only

Used once only

Used more than once
Used more than once
Not found

Not found

Used once only

Used once only

Used once only

Not found

Not found

Used once only

Used once only

Used once only

Used more than once
Not found

Used once only

Used once only

Not found

Used once only

Used once only

Used once only

Not found

Used more than once
Used once only
Used once only
Not found
Used once only
Used once only
Used once only
Used once only
Used once only
Used once only
Used once only
Not found

Not found

Used once only



Non-GAAP measure 2024 annual reports 2023 annual reports

Return on average tangible ordinary equity (ROTE)
Return on capital

Return on Invested Capital Pre-tax (ROIC)

Return on tangible equity (excluding notable Items)
Return on tangible ordinary equity

ROTE (excluding Notable Items)

SaaS revenues

Segment EBIT

Segment EBITDAF

Significant items

Stay-in-Business (SIB) Capital Expenditure (CAPEX)
Store EBITDA before G&A and other items

Store EBITDA before G&A, NZ IFRS 16 and other items
Terminal EBITDA growth rate

Total milk price

Total NPAT excluding the impact of NZ IFRS 16
Total one-off costs

Total revenue

Total shareholder return (TSR)

Total Spend

Total tax expense on an Adjusted basis

Trading cash flow

Trading Margin

Turnover

Underlying cash flow

Underlying Cost per Available Seat Kilometre (CASK)
Underlying cost to income ratio

Underlying CTI

Underlying earnings

Underlying earnings after tax

Underlying earnings per share (EPS)

Underlying EBIT

Underlying EBITA

Underlying EBITDA

Underlying EBITDAF

Underlying EBITDAR

Underlying GWP

Underlying impairment expense ratio

Underlying net interest margin

Underlying net operating income

Underlying normalised cash conversion
Underlying NPAT

Underlying NPAT attributable to shareholders
Underlying NPATA

Underlying NPBTA

Underlying NPS

Underlying operating expenses

Used once only

Used once only

Not found

Not found

Not found

Used once only

Used once only

Not found

Not found

Used more than once
Not found

Not found

Used once only

Used once only

Used once only

Not found

Used once only

Not found

Used more than once
Used once only

Not found

Not found

Not found

Used once only

Used more than once
Not found

Not found

Not found

Used once only

Used once only

Used more than once
Used more than once
Not found

Used more than once
Used once only

Used once only

Not found

Not found

Not found

Not found

Used once only

Used more than once
Not found

Used more than once
Used once only

Not found

Not found

WORKING PAPER 2025/05 | MCGUINNESS INSTITUTE

Not found

Not found

Used once only

Used once only

Used once only

Not found

Used once only

Used once only

Used once only

Used once only

Used once only

Used once only

Not found

Not found

Not found

Used once only

Not found

Used once only

Used more than once
Not found

Used once only

Used once only

Used once only

Used once only

Not found

Used once only

Used once only

Used once only

Used more than once
Not found

Used more than once
Used more than once
Used once only

Used more than once
Used once only

Not found

Used once only

Used once only

Used once only

Used once only

Not found

Used more than once
Used once only

Used more than once
Used once only

Used once only

Used once only
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Non-GAAP measure 2024 annual reports 2023 annual reports

Underlying profit Used more than once Used more than once
Underlying RCOP NPAT Not found Used once only
Underlying return on equity Not found Used once only
Underlying revenue Used once only Not found
Underlying total revenue Used once only Not found

Unusual items Used once only Not found

US-GAAP EBITDA Not found Used once only
Working Capital Used more than once Used once only
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Appendix 7: Examples of good practice and poor

practice in 2023 and 2025 annual reports

This appendix provides a selection of companies’ annual reports discussed in Section 6.1. See Table 4 in
Section 6.0 for the Institute’s understanding of good practice. The notes overleaf correspond with the row
number in Table A7.1.

The annual reports for 2025 were also searched to find out whether there had been significant improvements
in the quality of non-GAARP reporting for these companies. As shown in this appendix, there has been very
little improvement.

Table A7.1: Examples of good practice and poor practice in 2023 and 2025 annual reports

Company

Bremworth Limited

Delegat Group Limited
Downer EDI Limited

Ebos Group Limited

Geo Limited
Green Cross Health Limited
Infratil Limited

Just Life Group Limited
Kiwi Property Group Limited

Michael Hill International Limited

My Food Bag Group Limited
NZ King Salmon Investments
Limited

Restaurant Brands NZ Limited
Smartpay Holdings Limited

Vector Limited

Vital Limited

Type of
company

NZSX-listed

NZSX-listed
NZSX-listed

NZSX-listed

NZSX-listed
NZSX-listed
NZSX-listed

NZSX-listed
NZSX-listed

NZSX-listed

NZSX-listed
NZSX-listed

NZSX-listed
NZSX-listed
NZSX-listed

NZSX-listed

Page numbers,
2023 annual

report

38, 136-137

10,13
12,13,16, 40

4-5,30

1,54
4,18
26, 40,70

6, 23, 24
5,40-41,75

52

Inside cover
9

52, 59, 61
102
7,54

2,4,20
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Page numbers,
2025 annual
report

6,109-110

6,9
3,27,29

6-7, 34-35

See note 5
N/A
18-19

19, 20
5,35,70

3

Inside cover
15

N/A
88
8, &9

N/A

Page numbers
company is
discussed in
this paper

60, 64, 112,
14-119

66, 112,120-123

26, 64, 112,
124-130

33, 59, 66, 112,
131-136

66, 112,137-138,
20, 112, 139-140

33,59, 66, 112,
141-144

64, 112,145-149

56, 69, 112,
150-156

26, 65, 112,
157-158

69, 112, 159-160

64,112, 161-162,
178,185

20, 112, 163-165
64, 113,166-167
60, 64, 113,
168-171

33,64, 113,
172-174

111



Notes to Table A7.1

1. Bremworth Limited

Good practice - labelling: Bremworth Limited identified non-GAAP measures every time they were used. In 2025, Bremworth
included a new highlights section in its annual report which presented normalised results, giving non-GAAP results more
prominence. However, these results were identified as non-GAAP and presented alongside the most directly comparable GAAP
measure. This is still good practice.

2. Delegat Group Limited

Good practice - reconciliation: In both its 2023 and 2025 annual reports, Delegat Group Limited provided explicit and clear
reconciliations of EBITDA and EBIT to NPAT. This was provided upfront in the Chair’s Report, alongside definitions, reasoning and
clarification that non-GAAP measures had been audited.

3. Downer EDI Limited

Poor practice - labelling: In both 2023 and 2025, Downer EDI Limited labelled underlying results as non-IFRS but failed to identify
EBIT, EBITA or free cash flow as non-IFRS anywhere in the annual report.

4. Ebos Group Limited

Improved practice - prominence: In its 2023 annual report, Ebos Group Limited presented multiple underlying results in graphs
and in the highlights section, without identifying these measures as non-GAAP anywhere in the report. In 2025, Ebos identified
underlying results as non-GAAP and provided an explicit reconciliation of these measures. It did not present any non-GAAP
measures in graphs. This is a significant improvement. However, underlying results were still not identified as non-GAAP in the
highlights section of the report.

5. Geo Limited

Poor practice - reconciliation: In its 2023 annual report, while Geo Limited stated that EBITDA was reconciled, the reconciliation
table did not meet the FMA’s guidance that ‘entities should itemise and explain each significant adjustment separately’. Geo has
not published a 2025 annual report and delisted from the NZSX on 8 February 2024.

6. Green Cross Health Limited

Observation: Green Cross Health Limited used the terms ‘EBIT’ and ‘operating profit’ interchangeably. In its 2023 annual report,
the term ‘operating profit’ was used most often, but this can be treated as equivalent to EBIT (see p.4 of the annual report). The
financial statements only referred to ‘operating profit” and not ‘EBIT’.

7. Infratil Limited

Improved practice - prominence: In its 2023 annual report, Infratil Limited used the non-GAAP measure EBITDAF in multiple
graphs to display trends over time. In 2025, EBITDAF was used in just one graph.

8. Just Life Group Limited

Improved practice - labelling: Just Life Group Limited failed to identify EBITDA as a non-GAAP measure when presenting it in
the highlights section of its 2023 annual report, despite identifying this measure as non-GAAP in the financial statements. In 2025,
Just Life Group had removed its highlights section and ‘EBITDA” and ‘EBIT’ were identified each time they were used. However, it
remains unclear whether the company used other non-GAAP measures in addition to these.

9. Kiwi Property Group Limited

Good practice - auditing: In both its 2023 and 2025 annual reports, Kiwi Property Group Limited explicitly stated that the non-
GAAP measures used had been subject to audit.

10. Michael Hill International Limited

Good practice - reasoning: In both its 2023 and 2025 annual reports, Michael Hill International Limited provided a dedicated
section for non-IFRS information. This section included a comprehensive list of the non-GAAP measures used in the report,
alongside a detailed explanation of why they were used and a reconciliation. It was also explicitly stated that non-IFRS information
had not been subject to audit.

11. My Food Bag Group Limited

Good practice - auditing: In both its 2023 and 2025 annual reports, My Food Bag Group Limited provided a disclaimer on the
inside cover that non-GAAP measures had been used and had not been audited.

12. NZ King Salmon Investments Limited

Poor practice - labelling: In a table illustrating the ‘Group Financial Performance’, NZ King Salmon Investments Limited labelled
EBITDA and EBIT as GAAP measures. This was the case in both its 2023 and 2025 annual reports.

13. Restaurant Brands NZ Limited

Observation: Restaurant Brands NZ Limited used the term ‘operating profit’ instead of EBIT. The terms can be seen as
interchangeable, as in the notes to the financial statements, it was stated that ‘operating profit refers to earnings before interest
and taxation’.
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14. Smartpay Holdings Limited

Poor practice - labelling: In its 2023 annual report, Smartpay Holdings Limited defined EBITDA as ‘earnings before interest, tax,
depreciation, amortisation expense, foreign exchange adjustments, share performance rights amortisation expense, financial
instrument realised/unrealised revaluation movements, and impairment and loss on disposal of property, plant and equipment’.
The definition provided in its 2025 annual report was very similar. This does not align with the definition of EBITDA provided by the
XRB and FMA, which is ‘earnings before interest, tax, depreciation and amortisation’.

15. Vector Limited

Good practice - labelling: Vector Limited had a dedicated non-GAAP section in both its 2023 and 2025 annual reports. This
section contained reconciliations and the reasons why non-GAAP measures had been used, and was listed on the contents page.

16. Vital Limited

Poor practice - labelling: Vital Limited used non-GAAP measures including EBITDA, adjusted EBITDA and adjusted NPAT in the
management commentary and financial statements of its 2023 annual report. These measures were not labelled as non-GAAP
anywhere in the report. Vital did not publish a 2025 annual report and delisted from the NZSX on 3 October 2025.
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Bremworth Limited
Annual report 2023
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Bremworth Limited
Annual report 2023 (continued)
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Bremworth Limited
Annual report 2023 (continued)
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Bremworth Limited
Annual report 2025
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Bremworth Limited
Annual report 2025 (continued)

118 WORKING PAPER 2025/05 | MCGUINNESS INSTITUTE



Bremworth Limited
Annual report 2025 (continued)
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Delegat Group Limited
Annual report 2023
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Delegat Group Limited
Annual report 2023 (continued)
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Delegat Group Limited
Annual report 2025

122
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Delegat Group Limited
Annual report 2025 (continued)
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Downer EDI Limited
Annual report 2023
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Downer EDI Limited
Annual report 2023 (continued)
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Downer EDI Limited
Annual report 2023 (continued)
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Downer EDI Limited
Annual report 2023 (continued)
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Downer EDI Limited
Annual report 2025
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Downer EDI Limited
Annual report 2025 (continued)
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Downer EDI Limited
Annual report 2025 (continued)

130 WORKING PAPER 2025/05 | MCGUINNESS INSTITUTE



Ebos Group Limited
Annual report 2023
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Ebos Group Limited
Annual report 2023 (continued)
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Ebos Group Limited
Annual report 2025
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Ebos Group Limited
Annual report 2025 (continued)

134 WORKING PAPER 2025/05 | MCGUINNESS INSTITUTE



Ebos Group Limited
Annual report 2025 (continued)
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Ebos Group Limited
Annual report 2025 (continued)
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Geo Limited
Annual report 2023
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Geo Limited
Annual report 2023 (continued)
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Green Cross Health Limited
Annual report 2023
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Green Cross Health Limited
Annual report 2023 (continued)
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Infratil Limited
Annual report 2023
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Infratil Limited
Annual report 2023 (continued)
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Infratil Limited
Annual report 2023 (continued)
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Infratil Limited
Annual report 2025
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Just Life Group Limited
Annual report 2023
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Just Life Group Limited
Annual report 2023 (continued)

146 WORKING PAPER 2025/05 | MCGUINNESS INSTITUTE



Just Life Group Limited
Annual report 2023 (continued)
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Just Life Group Limited
Annual report 2025
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Just Life Group Limited
Annual report 2025 (continued)
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Kiwi Property Group Limited
Annual report 2023
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Kiwi Property Group Limited
Annual report 2023 (continued)
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Kiwi Property Group Limited
Annual report 2023 (continued)
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Kiwi Property Group Limited
Annual report 2023 (continued)
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Kiwi Property Group Limited
Annual report 2025
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Kiwi Property Group Limited
Annual report 2025 (continued)
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Kiwi Property Group Limited
Annual report 2025 (continued)
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Michael Hill International Limited
Annual report 2023
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ANNUAL REPORT 2025

Michael Hill International Limited
Annual report 2025

158 WORKING PAPER 2025/05 | MCGUINNESS INSTITUTE




My Food Bag Group Limited
Annual report 2023
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My Food Bag Group Limited
Annual report 2025
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NZ King Salmon Investments Limited
Annual report 2023
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NZ King Salmon Investments Limited
Annual report 2025
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Restaurant Brands NZ Limited
Annual report 2023
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Restaurant Brands NZ Limited
Annual report 2023 (continued)
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Restaurant Brands NZ Limited
Annual report 2023 (continued)
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Smartpay Holdings Limited
Annual report 2023
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Smartpay Holdings Limited
Annual report 2025
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o Vector Limited
Annual report 2023
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Vector Limited
Annual report 2023 (continued)
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w vector

Smart moves

Vector Limited
Annual report 2025
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Vector Limited
Annual report 2025 (continued)
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Appendix 8: Selected non-GAAP measures reported in
2023 result announcements of NZSX-listed companies

Table A8.1: Non-GAAP measures contained in 2023 result announcements and accompanying attachments

Non-GAAP measures contained in 2023 result announcements and Number of times non-GAAP
accompanying attachments measure appears

Adjusted AFFO 1
Adjusted annual NPAT 1
Adjusted EBIT 2
Adjusted EBITDA 9
Adjusted EBITDAI 9
Adjusted funds from operations (AFFO) 3
Adjusted NAV return 33
Adjusted net asset value 32
Adjusted net debt 1
Adjusted net earnings 1

Adjusted net profit
Adjusted NPAT il

—

Adjusted NTA 2
Adjusted profit 1
Adjusted Revenue 2
Adjusted revenue EBITDAI 1
Adjusted revenue NPAT 1
Adjusted US GAAP EBITDA 2
AFFO (see also above) 9
Annualised Monthly Recurring Revenue (AMRR) 2
Businesses sold and/or held-for-sale profit 1
CAPEX 4
Cash Conversion Days 2
CASK 1
Commercial tests 6
Contracted Income (FCI) 1
Core net interest income 1
Core NIM 1
Costs to Acquire Customers (CAC) 1
Costs to Service & Support (CTS) 1
Customer EBITDAF 4
Distributable Profit

Dividend payout ratio (excluding Notable Items)

Earnings before tax and interest (see also EBIT below) 1
Earnings per share (normalised) 3
EBIT 20
EBITA margin 1
EBITDA 86
EBITDA after ERP 1
EBITDAF 16
EBITDAFI 2
EBITDAI 10
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accompanying attachments measure appears

EBITDASA and RASK 1
Energy Margin 2
Expense to income ratio (excluding Notable Items) 1
FFO 3

Free cash flow 1

N

Gearing

N

Gross Operating Revenue

w
w

Gross performance return

Gross Profit

Group Underlying EBITA

Net Debt

Net Debt: EBITDA and Return on Capital Employed
Net debt at hedged rates

N W — N

—

Net rental income

Net tangible asset per share
Net underlying profit per share
Normalised EBIT

Normalised EBITDA
Normalised EBITDA after ERP
Normalised free cash flow
Normalised Gross Profit
Normalised net loss after tax

@|=o ||| |||

Normalised net profit

Normalised NPAT

Normalised profit

Normalised profit before tax (PBT)

= | = | =

Normalised Revenue
Normalised sales

NPATA

Operating earnings (EBITDA)
Operating EBIT

Operating EBITDA
Operating free cash flow

W W a o wm

—
o

Operating Gross Profit
Operating NPAT
Operating Performance

= | = |on | = |9

Performance measures excluding the impact of Notable Items

—

Pre-provision profit

Pro forma EBITDA

Pro forma underlying NPAT
Pro-forma AFFO

Pro-forma EBITDA
Proportionate EBITDAF
RCOP EBIT

RCOP EBITDA

Record EBITDA
Replacement Cost Operating Profit 1

—

_ a0 0O NN AW
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Non-GAAP measures contained in 2023 result announcements and Number of times non-GAAP
accompanying attachments measure appears
Reported EBITDA from continuing operations 1

Reported EBITDA from discontinuing operations 1
Return on average tangible ordinary equity (ROTE) 1

N

Sales volume
Segment EBITDA
Total labratory throughput

w
w 01

Total shareholder return

Underlying average monthly cash burn
Underlying CASK

Underlying cost to income (CTI)
Underlying earnings

N O N o

Underlying earnings per share
Underlying EBIT

Underlying EBITDA
Underlying EBITDA margin
Underlying EPS

Underlying financial position

o

Underlying growth

Underlying impairment expense ratio
Underlying labour cost

Underlying loss including large events
Underlying Net Interest Income
Underlying Net Interest Margin
Underlying net profit

Underlying net profit after tax
Underlying Net Profit after Tax attributable to the owners of the Company
Underlying NPAT

Underlying NPATA

Underlying NPBTA

Underlying operating earnings
Underlying PBT

Underlying profit

Underlying return on equity (ROE)

US GAAP EBITDA

[NCTRN - T NN RN OV SN IR O NOC TN OV T \- J G T
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Appendix 9: Examples of good and poor labelling
practice in 2025 result announcements

This appendix provides a selection of 2025 result announcements for the companies discussed in Section 6.
The Institute only reviewed result announcements for labelling. Refer to Table 4 (p.63) in Section 6.0 for the
Institute’s interpretation of effective labelling of non-GAAP measures in practice. The notes below Table
A9.1 correspond with the row number in the table.

Table A9.1: Examples of good practice and poor practice in 2025 result announcements

Company Type of Date of result Good or poor  Page numbers
company announcement | practice company is
discussed in
this paper
1. 2 Cheap Cars Group Limited (2CC) NZSX-listed 13 November Poor practice 178-179
2025
AFT Pharmaceuticals Limited (AFT)  NZSX-listed 22 May 2025 Good practice 178,180
3. Air New Zealand Limited (AIR) NZSX-listed 20 February Room for 178, 181-182
2025 improvement
4. Fisher & Paykel Healthcare NZSX-listed 28 May 2025 Good practice 178,183
Corporation Limited (FPH)
5, Kordia Group Limited SOE 1September Poor practice 178,184
2025
6. NZ King Salmon Investments NZSX-listed 27 March 2025 Poor practice 64, 112, 161-162,
Limited (NZK) 178,185
7. The New Zealand Merino Company USX-listed 26 August 2025 Poor practice 178,186

Limited (NZMC)

Notes to Table A9.1

1. 2 Cheap Cars Group Limited

Poor practice: The main body of the result announcement included non-GAAP measures, yet readers were not informed that
non-GAAP information was included.

2. AFT Pharmaceuticals Limited

Good practice: The main body of the result announcement acknowledged that EBITDA is a non-GAAP measure and
provided a reconciliation.

3. Air New Zealand Limited

Room for improvement: The main body of the result announcement did not contain any non-GAAP measures, nor did it alert
readers to their inclusion in the attachments. Nevertheless, non-GAAP measures were contained within the accompanying
attachment, where it did acknowledge the presence of non-GAAP information. As a result, users were not made aware in the
main body that the attachments included non-GAAP measures.

4. Fisher & Paykel Healthcare Corporation Limited

Good practice: The main body of the result announcement acknowledged that non-GAAP measures were contained within its
results and that the company used the term ‘underlying net profit after tax’.

5. Kordia Group Limited

Poor practice: The main body of the result announcement included EBITDA (a non-GAAP measure), yet readers were not informed
about the presence of non-GAAP information.

6. NZ King Salmon Investments Limited

Poor practice: The main body of the FLLYR result announcement included pro-forma operating EBITDA (a non-GAAP measure),
yet readers were not informed about the presence of non-GAAP information. Interestingly, the company’s 2025 annual report
did acknowledge that pro-forma operating EBITDA is a non-GAAP profit measure (see p.162). This note was not in its 2023
annual report.

7. The New Zealand Merino Company Limited

Poor practice: The main body of the result announcement included EBIT (a non-GAAP measure), yet readers were not informed
that non-GAAP information was included.
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2 Cheap Cars Group Limited result announcement (13 November 2025)
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AFT Pharmaceuticals Limited result announcement (22 May 2025)
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Air New Zealand Limited result announcement (20 February 2025)
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Air New Zealand Limited result announcement (20 February 2025) (continued)
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Fisher & Paykel Healthcare Corporation Limited result announcement (28 May 2025)
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Kordia Group Limited result announcement (1 September 2025)
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NZ King Salmon Investments Limited result announcement (27 March 2025)
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