Hermes plc ("Hermes") is a public company operating in the leisure sector.
Hermes has disclosed in its financial statements for the year ended 30 November 2019 various alternative performance measures (APMs) other than those defined or specified under International Financial Reporting Standards (IFRSs). In particular Hermes has disclosed the following APMs:

i) “Adjusted basic earnings per share” is shown on the face of the Statement of Profit and Loss and Other Comprehensive Income below basic earnings per share. It is referred to in the Annual report as the headline measure of the group’s performance. In calculating adjusted basic earnings per share Hermes adjusts its profits for significant income and costs which are deemed to be non-recurring in nature. In the current year adjustments have been made for significant restructuring and impairment costs incurred. Such costs were also incurred in the previous year and are likely to recur in future years. Hermes made a significant gain in the year on the disposal of an investment it had held in another public company, but this had not been adjusted for in reporting adjusted basic earnings per share. There was no reconciliation provided in the financial statements between the calculations of basic earnings per share and adjusted basic earnings per share.    

ii) “Operating free cash flow” is  calculated as cash generated from operations less the purchase of property, plant and equipment, the purchase of intangible assets, and the purchase of own shares. The directors have described this figure as representing the residual cash flow in the business, but have given no detail of its actual calculation. The directors consider the performance measure to be a major indicator of the success of the business and have emphasised its importance by reporting it alongside basic earnings per share. 


Required:

Discuss the use of Alternative Performance Measures (APMs) by entities and advise whether the above APMs would achieve fair presentation in the financial statements of Hermes for the year ended 30 November 2019. 

