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DISCLAIMER

The information contained in this presentation is for general informational purposes only and does not 

constitute an offer, solicitation, invitation or recommendation to subscribe for or purchase any securities or 

other products or to provide any investment advice of any kind. This presentation is not directed at, and is 

not intended for distribution to or use by, any person or entity in any jurisdiction or country where such 

distribution or use would be contrary to law or regulation or which would subject Hong Kong Exchanges 

and Clearing Limited (“HKEX”) to any registration requirement within such jurisdiction or country.

This presentation contains forward-looking statements which are based on the current expectations, 

estimates, projections, beliefs and assumptions of HKEX about the businesses and the markets in which it 

and its subsidiaries operate or aspires to operate in. These forward-looking statements are not guarantees 

of future performance and are subject to market risk, uncertainties and factors beyond the control of 

HKEX. Therefore, actual outcomes and returns may differ materially from the assumptions made and the 

statements contained in this presentation. The implementation of these initiatives is subject to a number of 

external factors, including government policy, regulatory approval, the behaviour of market participants, 

competitive developments and, where relevant, the identification of and successful entry into agreements 

with potential business partners.  As such, there is no guarantee that the initiatives described herein will be 

implemented, or that they will be implemented in the form and timeframe described herein.

Although the information contained in this presentation is obtained or compiled from sources believed to 

be reliable, HKEX does not guarantee the accuracy, validity, timeliness or completeness of the information 

or data for any particular purpose, and shall not accept any responsibility for, or be liable for, errors, 

omissions or other inaccuracies in the information or for the consequences thereof. The information set out 

in this presentation is provided on an “as is” and “as available” basis and may be amended or changed. It 

is not a substitute for professional advice which takes account of your specific circumstances and nothing 

in this document constitutes legal advice. HKEX shall not be responsible or liable for any loss or damage, 

directly or indirectly, arising from the use of or reliance upon any information provided in this presentation. 
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A. Using non-GAAP financial measures

• A non-GAAP financial measure is a numerical measure of an 

issuer’s historical or future financial performance, financial 

position or cash flow that is not specified, defined or determined 

under the issuer’s GAAP. Non-GAAP financial measures are often 

used in the annual reports, including in the business review or 

MD&A, to supplement information prepared in accordance with 

GAAP. There is generally no standardised definition and method 

for calculating the non-GAAP financial measures. 

• In recent years, there is an increasing market focus on the use of 

non-GAAP financial measures. In April 2019, the Exchange 

published the Guidance Letter GL103-19 (https://en-

rules.hkex.com.hk/sites/default/files/net_file_store/new_rulebooks/g/l/GL103-

19.pdf) which provides guidance on the presentation of the non-

GAAP financial measures in any documents pursuant to the Rules 

(such as financial reports, announcements and circulars), 

including the following:
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Using non-GAAP financial measures
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Recommendation

a. Issuers should take note of the requirement under MB Rule 2.13(2) 

/ GEM Rule 17.56(2) such that any corporate communication 

(including financial reports) should be accurate, complete and not 

misleading. Issuers are also reminded that Code Provision C.1.5 

requires that the board should present a balanced, clear and 

understandable assessment in annual and interim reports and 

other financial disclosure required by the Rules.

b. Non-GAAP financial measures are neither prohibited nor required. 

It is important that their use does not replace or obscure GAAP 

measures. Issuers should consider the Guidance Letter GL103-19 

as an opportunity to step back and take a holistic view of their 

current non-GAAP financial measures and consider revising their 

disclosure.
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c. In addition, issuers should establish written policies that provide 

guideline to follow when preparing and presenting non-GAAP 

financial measures. This would help promote consistency in the 

presentation of non-GAAP financial measures and the way they 

are calculated. Also, having policies in place can help in making 

judgments on the treatment of a one-time transaction in non-GAAP 

financial measures and avoid giving the appearance of “cherry 

picking” to achieve a positive measure.

d. Audit committee is recommended to assess management’s 

reasons for presenting non-GAAP financial measures; evaluate the 

sufficiency of the related disclosure that is consistent with the 

Rules and guidance; and determine whether the measures present 

a fair and balanced view of the issuer’s performance and position.
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B. Examples from IPO vetting enquiries and FSRP review 

enquiries

i. Is the measure misleading? 

ii. Is the non-GAAP financial measure presented necessary and 

appropriate for investors to understand the performance of the 

listing applicant? 

iii. Is the measure presented with the most directly comparable GAAP 

measure and with no greater prominence than the GAAP 

measure? 

iv. Is the measure appropriately defined and described, and is it 

clearly labeled as non-GAAP financial measure? 

v. Does the reconciliation between the GAAP and non-GAAP 

financial measure clearly label and describe the nature of each 

adjustment, and is each adjustment appropriate? The 

reconciliation should begin with the GAAP measure (such as, profit 

for the year) and be reconciled to the non-GAAP financial 

measure. 
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vi. Is there transparent and company-specific disclosure of the 

substantive reason(s) why management believes that the 

measure is useful for investors and the purpose for which 

management uses the measure? 

vii. Is the measure balanced (that is, does it adjust not only for non-

recurring expenses but also for non-recurring gains)? 

viii. Does the measure appropriately focus on material adjustments 

and not include immaterial adjustments that would not seem to be 

a focus of management? 

ix. Do other listing applicants present this measure or similar 

measures? If not, why is this measure important to the listing 

applicant but not its peers? 
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C. Poor examples of non-GAAP adjustments

i. Adjust for share of losses of associates and joint ventures when 

they relate to the normal activities of the group.

ii. Adjust for fair value gains and losses for financial assets at fair 

value through profit or loss when they are recurring in nature.

iii. Lack of adequate explanation of reasons why the adjusting items 

were adjusted to arrive at “Adjusted EBITDA” or “Adjusted net 

profit” and also the lack of justification of why the non-GAAP 

financial measures were presented (i.e. how the measures were 

useful to investors). 

In summary:

(i) Ensure proper explanations so that information is useful 

to investors!

(ii) Ensure no “cherry picking” to achieve a positive result!
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Thank you for 

your kind attention


