i

NZ RegCo

Greenfern Industries Limited
Investigation Report




Introduction

Background and Purpose

There are instances where NZ RegCo will publish information about an investigation it has
undertaken. This includes, for particularly novel investigations, or those that are likely to have an
educative value, case studies or investigation reports.

On 24 February 2025, Greenfern Industries Limited (In Receivership) (GFI) was placed into
receivership. Following the appointment of receivers, NZ RegCo exercised its discretion to cancel the
listing of GFI and GFI was delisted from the NZX Main Board on 14 March 2025.

Prior to GFI's delisting, NZ RegCo undertook an investigation into potential breaches of the NZX
Listing Rules (Rules). Following the investigation, NZ RegCo determined to pursue an educative
outcome through publication of this report. The purpose of this report is to:

1. provide observations on practices relating to compliance with Rules requirements for Related
Party transactions and to continuous disclosure, given published NZX guidance; and

2. highlight the importance of the Related Party transaction requirements as shareholder protections.

Obligations as a Listed Issuer

Issuers listed on the NZX Main Board are subject to the requirements set out in the Rules and are
contractually obligated to comply with them. The requirements relevant to the investigation are
contained in the following Rules:

Rule 3.1 (Disclosure of Material Information)

Rule 3.1.1 requires an Issuer, once it becomes Aware of any Material Information relating to it, to (i)
promptly and without delay release that that Material Information through NZX’s market
announcement platform; and (ii) not disclose any Material Information to the public, any other stock
exchange (except as provided for in Rule 3.26.2(d)) or any other party without first releasing that
Material Information through the NZX Market Announcement Platform (MAP).

By mandating the timely disclosure of Material Information to the market, Rule 3.1.1 fosters a level
playing field among market participants, promotes investor confidence and efficient price discovery,
and ultimately contributes to the overall integrity of the market.

Rule 3.4 (Related Party Transactions)

Rule 3.4.1 requires an Issuer to promptly and without delay release through MAP sufficient details to
inform the market upon entering into a certain transaction or related series of transactions with a
Related Party.

The rule creates a disclosure requirement for Related Party transactions that do not meet the
materiality thresholds to trigger (i) requirements for shareholder approval; or (ii) continuous disclosure
obligations. This provides a layered approach to transparency of Related Party transactions. It
provides transparency for such transactions in circumstances where shareholder approval is not
required as a Material Transaction and the transaction may not be otherwise disclosable as Material
Information.

Rule 5.2 (Transactions with Related Parties)

Rule 5.2.1 prohibits an Issuer from entering into a Material Transaction if a Related Party is, or is
likely to become (i) a direct party to the Material Transaction; or (ii) a beneficiary of a guarantee or
other transaction which is a Material Transaction, unless that Material Transaction is approved by an
Ordinary Resolution or is conditional on such approval.
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The rule protects shareholders by requiring shareholder approval for Material Transactions involving
Related Parties. The purpose of Rule 5.2.1 is to ensure that shareholders have an opportunity to
consider, and vote on, such transactions where there is, or may be a perception of, the potential for
undue influence by a Related Party on an Issuer’s decision to enter into a transaction or agree to its
terms. This Rule recognises the inherent risk of conflicts of interest in such transactions and
empowers shareholders to safeguard their interests.

Guidance

NZX has published guidance to assist Issuers to interpret and apply these Rules, including:

1. NzX Guidance Note — Continuous Disclosure — which provides guidance on continuous

disclosure of Material Information and disclosure of information about Related Party transactions;
and

2. NzZX Guidance Note — Major and Related Party Transactions — which provides guidance on
related party transactions, including guidance on “related series or transactions” and variations,
amendments and renewals of transactions.

NZzX Listing Rules guidance can be found here.

When NZ RegCo investigates

The NZ RegCo enforcement policy “NZ RegCo Approach to Enforcement” sets out information about
our approach to investigating and enforcing breaches of NZX’s market rules. NZ RegCo’s
enforcement goals are to:

* promote and facilitate the operation of fair, orderly and transparent markets;
* promote an uphold the reputation and integrity of NZX’s markets;
* encourage a culture of compliance and contribute to the protection of investors;

* educate participants in NZX’s markets about the importance of complying with NZX’'s market
rules; and

» effectively uphold the protections under NZX’s market rules and deter future breaches.

We investigate conduct that indicates a possible breach of the NZX’s market rules, and to best utilise
our resources, we have identified a number of enforcement priorities, including disclosure breaches
by Issuers.

NZ RegCo


https://www.nzx.com/regulation/nzx-rules-guidance/nzx-mo-announcements/guidance-notes

Overview of the Investigation

The investigation into GFI's compliance with the Rules concerns transactions GFI entered into
between 2022 and 2024 to borrow from Related Parties and extend some of that borrowing.

Transactions related to the Investigation

Crown Loan

In July 2022, GFI entered into a 12-month secured loan (Crown Loan) with CFS Debt Fund L.P.,
which was an Associated Person of a GFI Director and a Related Party of GFI. The loan amount was
$600,000 plus an establishment fee of $15,900, with an interest rate of 18.3% per annum.

The Crown Loan was renewed to give effect to an extension for 12 months beginning 1 August 2023
(First Extension). GFI had entered into a new loan agreement for the First Extension after repaying
$100,000.

The Crown Loan was renewed again to give effect to an extension for a further 12 months beginning
1 August 2024 (Second Extension).

Director Loans

In January 2024, GFI entered into two 12-month secured loans (Director Loans) with a GFI Director
and their Relatives, including:

* a$50,000 loan from the GFI Director jointly with their spouse; and

* a$250,000 loan from the GFI Director and their son, as trustees of a family trust.

The loans both had an interest rate of 18.0% per annum. The Director Loans were entered into to
provide GFI with working capital to support its ongoing commercial operations.

Disclosure of the Transactions

GFI's annual report for the year ended 31 March 2022, released in July 2022, noted that a temporary
line of credit of $600,000 was made to GFI which would be repaid in November 2022.

In November 2022, GFI released its interim financial statements for the six months ended

30 September 2022 which disclosed that the one-year $600,000 loan was borrowed from a related
party of GFI, Crown Financial Services Limited, in August 2022. GFI disclosed further information
about the Crown Loan in its annual report for the year ended 31 March 2023.

Then, in November 2023, GFI released its interim financial statements for the six months ended
30 September 2023, which disclosed the First Extension, stating that GFI had repaid $100,000 of the
Crown Loan and extended the balance of $515,900 for 12 months from August 2023.

GFI's annual report for the year ended 31 March 2024, released in June 2024, disclosed:

1. further information about the First Extension, stating that GFI had received a 12-month secured
loan of $500,000 plus an establishment fee of $15,900 from related party Crown Financial
Services Limited on 17 August 2023; and

2. the Director Loans, stating that GFI had received a 12-month secured loan of $300,000 from the
GFI Director, and parties associated with the GFI Director, on 29 January 2024.

In August 2024, GFI released an announcement that it had entered into the Second Extension in July
2024. This followed NZ RegCo’s engagement with GFIl and a trading halt placed on GFI’s quoted
equity securities.
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Focus of the investigation

NZ RegCo’s investigation focused on determining whether any of the transactions required:
1. prompt and without delay disclosure under Rule 3.1.1 or 3.4.1; and

2. shareholder approval by Ordinary Resolution in accordance with Rule 5.2.1.

NZ RegCo’s review of GFI's announcements gave rise to concerns about the timing of the disclosures
of the transactions, notably the timing of releasing information about the transactions in, or in
conjunction with, periodic disclosures.

Information obtained during the investigation

We obtained and considered a broad range of information in our investigations, including:
* loan agreements and associated agreements;

* board and committee minutes;

* GFI's annual reports and consolidated financial statements;

* trading data of GFI shares; and

* information in the public domain, including company websites, and information held in the
Companies Register and the Limited Partnerships Register.

Information was supplied by GFI in response to three rounds of information requests NZ RegCo
issued over the course of the investigation.
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Findings

Crown Loan

Non-compliance with Rule 3.4.1 (First Extension)

GFI breached Rule 3.4.1 on 16 June 2023, and remained in breach until 22 November 2023. The
First Extension was a Related Party transaction under which GFI renewed borrowing of the
outstanding balance of $515,900 and incurred an obligation to repay that loan. The outstanding
balance was more than 5% of GFI's Average Market Capitalisation of $6.1 million at the relevant time.
However, GFI did not release through MAP information about the First Extension until 22 November
2023, which was not promptly and without delay, as required by Rule 3.4.1.

Non-compliance with Rule 5.2.1 (Second Extension)

GFI breached Rule 5.2.1 on 31 July 2024. The Second Extension was a Related Party transaction,
under which GFI renewed borrowing of the outstanding balance of $515,900 and incurred an
obligation to repay that loan. The outstanding balance was more than 10% of GFI’s Average Market
Capitalisation of $3.5 million at the relevant time and the Second Extension was a Material
Transaction. However, GFI did not obtain shareholder approval by Ordinary Resolution of the Second
Extension and the Second Extension was not conditional on such approval, as required by Rule 5.2.1.
GFl also did not engage with NZ RegCo about seeking a potential waiver of Rule 5.2.1 for the Second
Extension.

Renewals
GFI noted in its responses to NZ RegCo’s information requests that:

1. the Crown Loan was intended for long-term purposes but it was drawn for a 12-month term with
the intention that it would be reviewed and rolled over on an annual basis; and

2. GFI did not consider the First Extension or Second Extension were new transactions separately
subject to the Rules, rather a continuation of the existing agreement on the same terms,
completed in accordance with the terms of the existing agreement.

The Guidance Note — Major and Related Party Transactions, at section 3.2.6, provides helpful
commentary on renewals of a Material Transaction with a Related Party:

The renewal of a Material Transaction with a Related Party will only require approval under
Rule 5.2.1 if the renewal itself is a Material Transaction with a Related Party. In addition, even
if a renewal itself is a Material Transaction with a Related Party, the renewal will not require
approval under Rule 5.2.1 if the notice of meeting for the original transaction provided an
appropriate level of disclosure regarding the renewal (including, for example, the existence and
nature of the right, the circumstances in which the Issuer could exercise the right, and the
financial and other material implications of exercising the right) and the approval resolution
specifically empowers the renewal.

In the event an Issuer wishes to effect an administrative amendment or variation in the context
of a renewal, shareholder approval under Rule 5.2.1 will not be required to the extent the
amendment or variation is minor or administrative in nature.

Similar guidance was available in the previous version of the NZX Guidance Note — Major and
Related Party Transactions (1 January 2019), at section 3.2.3:

Renewing, varying or renegotiating a Material Transaction Rule 5.2.1 applies to any
subsequent renewal, material variation or renegotiation of a Material Transaction. Section 3.6
of this guidance note discusses NZX waivers from the obligation to seek shareholder approval
in that scenario.
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Consistent with this guidance, NZ RegCo determined that the First Extension and the Second
Extension were renewals of the Crown Loan, and each transaction required prompt and without delay
disclosure or shareholder approval depending on GFI's Average Market Capitalisation at the relevant
time. The original transaction did not require shareholder approval and there was no shareholder
resolution empowering a renewal of the Crown Loan. NZ RegCo also notes that there was no
disclosure regarding any right to renew the Crown Loan and the original market disclosure about the
Crown Loan specifically referred to its repayment before initial maturity.

Director Loans

Non-compliance with Rules 3.1.1 and 3.4.1

GFI breached Rule 3.1.1 and 3.4.1 on 29 January 2024, and remained in breach until 27 June 2024.
The Director Loans were two transactions with Related Parties of GFI, including the GFI Director, and
their Relatives, and information about entering into the Director Loans was Material Information. The
Director Loans were a related series of transactions with Related Parties of GFI under which GFI
borrowed and incurred an obligation to repay $300,000. The total loan amount was more than 5% of
GFI's Average Market Capitalisation of $5.5 million at the relevant time. However, information about
entering into the Director Loans on 29 and 30 January 2024 was not released through MAP until 27
June 2024, which was not promptly and without delay as required by Rules 3.1.1 and 3.4.1.

Rule 3.1.1 — Material Information

Information about the Director Loans was a piece of particular information relating to GFI, and not
information relating to financial products generally or Issuers generally.

NZ RegCo determined that a reasonable person would have expected that the information about the
entry into the Director Loans in January 2024, if it was made generally available to the market, would
have had a material effect on the price of GFI shares because, in combination:

1. GFl was dependent on the Director Loans as a capital raising initiative to provide working capital
to fund GFI's ongoing commercial operations and allow it to continue to operate as a going
concern;

2. the nature and size of the Director Loans meant they were a series of transactions for which the
consideration payable or receivable was a significant proportion of the written down book value of
GFI's consolidated assets, noting that the total value of the Director Loans of $300,000 was 8.6%
of the book value of GFI's gross assets of $3.5 million in its most recently reported financial
statements;

3. the Director Loans attracted a high interest rate compared to market rates, and a large interest
expense relative to GFI's operations; and

4. the Director Loans introduced significantly more financial leverage into GFI’s capital structure.

Rule 3.4.1 Related series of transactions

GF/I's response to NZ RegCo’s information requests submitted that, while the loans were related
transactions in that they arose from the same fundraising initiative amongst directors and supporters
of the company, they were not a series of related transactions with the same related party borrower.

The NZX Guidance Note on Major and Related Party Transactions provides commentary on factors
that may suggest that two or more transactions form part of a related series of transactions.

NZ RegCo determined that the Director Loans were a related series of transactions, for the following
reasons:

* The transactions were with the same counterparty or related counterparties — the GFI Director
was a party to both loans, albeit acting in different capacities, and Relatives were also parties.
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* The transactions were entered into contemporaneously and the transactions occurred together
within a short period of time — the first loan was entered into on 29 January 2024 and the second
loan was entered into on 30 January 2024.

* There was a specific common purpose for entering into the transactions — the Director Loans
gave effect to the same commercial objective:

— The purpose of both transactions was to provide GFI with working capital to finance its
ongoing commercial operations and allow it to continue operating as a going concern;

— GFI's response to an NZ RegCo information request noted that the loans were related in that
they arose from the same fundraising initiative amongst Directors and supporters of GFI; and

— the terms and conditions of the loans were identical.

While not determinative, it was also noted that the annual report for the year ended 31 March 2024
had referred to the Director Loans as one loan.
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Key Takeaways

Declining Average Market Capitalisation

A transaction with a Related Party is more likely to trigger the requirements of Rule 3.4.1 or 5.2.1
where there has been a deterioration in the price of an Issuer’s quoted equity securities and,
consequently, the Average Market Capitalisation of the Issuer. Issuers are encouraged to keep
Average Market Capitalisation under review when negotiating a potential transaction that may trigger
the Related Party transaction requirements, and document the assessment of Average Market
Capitalisation at the time of the entering into a Related Party transaction.

It is important for Issuers to note that disclosure or shareholder approval may be required for a
renewal of a transaction, or amendment and variation that changes the fundamental or essential
terms of a transaction, due to a deterioration in Average Market Capitalisation. This may be the case
even if the original transaction did not require disclosure or shareholder approval.

Related series of transactions

Issuers should take a broad view of the term “related series of transactions”. The NZX Guidance Note
— Major and Related Party Transactions provides a non-exhaustive list of factors that may suggest
that two or more transactions form part of a related series of transactions. A broad approach should
be taken to give effect to the purpose, intention, and spirit of Rules 3.4.1 and 5.2.1.

Issuers that have questions about whether transactions constitute a series of related transactions are
encouraged to discuss those transactions with NZ RegCo.

Engagement with NZ RegCo

Issuers are encouraged to engage with NZ RegCo to discuss whether a transaction or related series
of transactions may require shareholder approval, and whether making an application for a waiver of
Rule 5.2.1 is appropriate. Guidance on waivers of Rule 5.2.1 can be found at section 3.6 of the

NzZX Guidance Note — Major and Related Party Transactions.

We also encourage Issuers to engage with NZ RegCo early where an Issuer has identified non-
compliance with the Rules, and take steps to rectify any breach of the Rules and update its policies to
mitigate the risk of future non-compliance.

NZ RegCo can be contacted at issuer@nzregco.com or (04) 495 2825.
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Other comments

Assessing commercial judgment

NZ RegCo does not have a mandate to determine the reasonableness of an Issuers’ commercial
judgment or decision-making, including in relation to entering into Related Party transactions or
matters of corporate finance generally.

We do, however, have an interest in the processes and procedures Issuers have in place for
identifying when a transaction requires disclosure and, additionally, shareholder approval. Those
processes and procedures are relevant to how Issuers assess whether the thresholds for Related
Party transactions applies and whether timely disclosure to the market can be made.

Importance of the Rules and Guidance

The Rules that were breached by GFI are important shareholder protections, and breaches were
serious compliance breaches.

NZX has published guidance notes around each of these Rules to assist Issuers with interpreting and
applying the Rules. NZ RegCo encourages all Issuers to become familiar with this guidance, including
the policy and purpose that underpins the relevant Rules.

NZ RegCo reminds Issuers that they must comply with the Rules as interpreted:
1. in accordance with their spirit, intention and purpose;
2. by looking beyond form to substance; and

3. in a way that best promotes the principles on which the Rules are based.

About NZ RegCo

Issuers that are listed on NZX’s markets must comply with the Rules. NZ RegCo is responsible for
monitoring compliance with the Rules, investigating potential breaches, and taking appropriate
enforcement action where appropriate.

NZ RegCo works with NZX around publishing guidance, and undertakes market engagement, to
assist Issuers to meet their obligations.

To find out more about what NZ RegCo does, including information on its investigation and
enforcement activities, please refer to the NZ RegCo Oversight and Engagement Reports, available
here.
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