Rules 4.7.3 and 4.10.3

Appendix 4G

Key to Disclosures
Corporate Governance Council Principles and Recommendations

Name of entity

Emerchants Limited

ABN/ARBN Financial year ended
93 104 757 904 30 June 2016

Our corporate governance statement* for the above period above can be found at:

L] these pages of our annual report:

v this URL on our website:
http://investor.emerchants.com.au/investors/?page=Corporate-Governance

The Corporate Governance Statement is accurate and up to date as at 25 August 2016 and has been
approved by the board.

The annexure includes a key to where our corporate governance disclosures can be located.

Date here: 25 August 2016

Sign here: ) p—/é/&/
Direetor/company secretary

Print name: Louise Bolger

1 Under Listing Rule 4.7.3, an entity must lodge with ASX a completed Appendix 4G at the same time as it lodges its annual
report with ASX.

Listing Rule 4.10.3 requires an entity that is included in the official list as an ASX Listing to include in its annual report
either a corporate governance statement that meets the requirements of that rule or the URL of the page on its website
where such a statement is located. The corporate governance statement must disclose the extent to which the entity has
followed the recommendations set by the ASX Corporate Governance Council during the reporting period. If the entity has
not followed a recommendation for any part of the reporting period, its corporate governance statement must separately
identify that recommendation and the period during which it was not followed and state its reasons for not following the
recommendation and what (if any) alternative governance practices it adopted in lieu of the recommendation during that
period.

Under Listing Rule 4.7.4, if an entity chooses to include its corporate governance statement on its website rather than in its
annual report, it must lodge a copy of the corporate governance statement with ASX at the same time as it lodges its annual
report with ASX. The corporate governance statement must be current as at the effective date specified in that statement
for the purposes of rule 4.10.3.

2 “Corporate governance statement” is defined in Listing Rule 19.12 to mean the statement referred to in Listing Rule 4.10.3

which discloses the extent to which an entity has followed the recommendations set by the ASX Corporate Governance
Council during a particular reporting period.

3 Mark whichever option is correct and then complete the page number(s) of the annual report, or the URL of the web
page, where the entity’s corporate governance statement can be found.
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ANNEXURE - KEY TO CORPORATE GOVERNANCE DISCLOSURES

Corporate Governance Council recommendation

We have followed the recommendation in full for the whole of
the period above. We have disclosed ...

We have NOT followed the recommendation in
full for the whole of the period above. We have
disclosed ...

PRINCIPLE 1 - LAY SOLID FOUNDATIONS FOR MANAGEMENT AND OVERSIGHT

with each director and senior executive setting
out the terms of their appointment.

v in our Corporate Governance Statement OR

I:I at this location:

Insert location here

11 A listed entity should disclose: ... the fact that we follow this recommendation: D . . .
] o ) an explanation why that is so in our Corporate
(a) the respective roles and responsibilities of its v in our Corporate Governance Statement OR Governance Statement OR
board and management; and
I:I at this location: I:I we are an externally managed entity and this
(b) those matters expressly reserved to the board L -
recommendation is therefore not applicable
and those delegated to management.
Insert location here
... and information about the respective roles and responsibilities of
our board and management (including those matters expressly
reserved to the board and those delegated to management):
v at this location:
Pages 1 and 2 of our Corporate Governance Statement
Insert location here
1.2 A listed entity should: ... the fact that we follow this recommendation: I:I . . .
) an explanation why that is so in our Corporate
(@) unde.rta.ke appropriate Cl}eCkS before | ¥ in our Corporate Governance Statement OR Governance Statement OR
appointing a person, or putting forward to I:l ) )
security holders a candidate for election, as a I:I at this location: we are an externally managed entity and this
director; and recommendation is therefore not applicable
(b) provide security holders with all material Insert location here
information in its possession relevant to a
decision on whether or not to elect or re-elect
a director.
1.3 A listed entity should have a written agreement ... the fact that we follow this recommendation:

I:I an explanation why that is so in our Corporate
Governance Statement OR

I:I we are an externally managed entity and this
recommendation is therefore not applicable




Corporate Governance Council recommendation

We have followed the recommendation in full for the whole of
the period above. We have disclosed ...

We have NOT followed the recommendation in
full for the whole of the period above. We have
disclosed ...

1.4 The company secretary of a listed entity should ... the fact that we follow this recommendation: I:I . . .
. an explanation why that is so in our Corporate
be accountable directly to the board, through the | o/ .
chair, on all matters to do with the proper in our Corporate Governance Statement OR Governance Statement OR
functioning of the board. D at this location: D we are an externally managed entity and this
recommendation is therefore not applicable
Insert location here
15 A listed entity should: ... the fact that we have a diversity policy that complies with

(a) have a diversity policy which includes
requirements for the board or a relevant
committee of the board to set measurable
objectives for achieving gender diversity and
to assess annually both the objectives and the
entity’s progress in achieving them;

(b) disclose that policy or a summary of it; and

(c) disclose as at the end of each reporting
period the measurable objectives for
achieving gender diversity set by the board or
a relevant committee of the board in
accordance with the entity’s diversity policy
and its progress towards achieving them and
either:

(1) the respective proportions of men and
women on the board, in senior executive
positions and across the whole
organisation (including how the entity
has defined “senior executive” for these
purposes); or

(2) if the entity is a “relevant employer”
under the Workplace Gender Equality
Act, the entity’s most recent “Gender
Equality Indicators”, as defined in and
published under that Act.

paragraph (a):
I:I in our Corporate Governance Statement OR

I:I at this location:

Insert location here

... and a copy of our diversity policy or a summary of it:

‘/ at this location:

http://investor.emerchants.com.au/investors/?page=Corporate-

Governance
Insert location here

... the measurable objectives for achieving gender diversity set by the
board or a relevant committee of the board in accordance with our
diversity policy and our progress towards achieving them:

I:I in our Corporate Governance Statement OR

I:I at this location:

Insert location here

... and the information referred to in paragraphs (c)(1) or (2):
v in our Corporate Governance Statement OR

I:I at this location:

Insert location here

v an explanation why that is so in our
Corporate Governance Statement OR

I:I we are an externally managed entity and this
recommendation is therefore not applicable



http://investor.emerchants.com.au/investors/?page=Corporate-Governance
http://investor.emerchants.com.au/investors/?page=Corporate-Governance

Corporate Governance Council recommendation

We have followed the recommendation in full for the whole of
the period above. We have disclosed ...

We have NOT followed the recommendation in
full for the whole of the period above. We have
disclosed ...

A listed entity should: ... the evaluation process referred to in paragraph (a): . . .
1.6 ty ) o P paragraph (a) I:I an explanation why that is so in our Corporate
(a) have a1.1d disclose a process for perlodlcauy v in our Corporate Governance Statement OR Governance Statement OR
evaluating the performance of the board, its D ' )
committees and individual directors; and D at this location: we are an externally managed entity and this
. . . . . recommendation is therefore not applicable
(b) disclose, in relation to each reporting period,
whether a performance evaluation was Insert location here
undertaken in the reporting period in
accordance with that process. ... and the information referred to in paragraph (b):
v in our Corporate Governance Statement OR
I:I at this location:
Insert location here
1.7 A listed entity should: ... the evaluation process referred to in paragraph (a):

(a) have and disclose a process for periodically
evaluating the performance of its senior
executives; and

(b) disclose, in relation to each reporting period,
whether a performance evaluation was
undertaken in the reporting period in
accordance with that process.

v in our Corporate Governance Statement OR

I:I at this location:

Insert location here

... and the information referred to in paragraph (b):
‘/in our Corporate Governance Statement OR

I:I at this location:

Insert location here

I:I an explanation why that is so in our Corporate
Governance Statement OR

I:I we are an externally managed entity and this
recommendation is therefore not applicable




Corporate Governance Council recommendation

We have followed the recommendation in full for the whole of
the period above. We have disclosed ...

We have NOT followed the recommendation in
full for the whole of the period above. We have
disclosed ...

PRINCIPLE 2 - STRUCTURE THE BOARD TO ADD VALUE

2.1

The board of a listed entity should:
(a) have a nomination committee which:

(1) has at least three members, a majority of
whom are independent directors; and

(2) is chaired by an independent director,
and disclose:

(3) the charter of the committee;

(4) the members of the committee; and

(5) as at the end of each reporting period, the
number of times the committee met
throughout the period and the individual
attendances of the members at those
meetings; OR

(b) if it does not have a nomination committee,
disclose that fact and the processes it
employs to address board succession issues
and to ensure that the board has the
appropriate balance of skills, knowledge,
experience, independence and diversity to
enable it to discharge its duties and
responsibilities effectively.

[If the entity complies with paragraph (a):]
... the fact that we have a nomination committee that complies with
paragraphs (1) and (2):

I:I in our Corporate Governance Statement OR

I:I at this location:

Insert location here

... and a copy of the charter of the committee:

I:I at this location:

Insert location here

... and the information referred to in paragraphs (4) and (5):
I:I in our Corporate Governance Statement OR

I:I at this location:

Insert location here

[If the entity complies with paragraph (b):]

... the fact that we do not have a nomination committee and the
processes we employ to address board succession issues and to
ensure that the board has the appropriate balance of skills,
knowledge, experience, independence and diversity to enable it to
discharge its duties and responsibilities effectively:

v in our Corporate Governance Statement OR

I:l at this location:

Insert location here

v an explanation why that is so in our
Corporate Governance Statement OR

D we are an externally managed entity and this
recommendation is therefore not applicable




Corporate Governance Council recommendation

We have followed the recommendation in full for the whole of
the period above. We have disclosed ...

We have NOT followed the recommendation in
full for the whole of the period above. We have

disclosed ...
2.2 A listed entity should have and disclose a board ... our board skills matrix: I:I an explanation why that is o in our Corporate
skills matrix setting out the mix of skills and VA p Y P
. - . in our Corporate Governance Statement OR Governance Statement OR
diversity that the board currently has or is
looking to achieve in its membership. D at this location: D we are an externally managed entity and this
recommendation is therefore not applicable
Insert location here
2.3 A listed entity should disclose: ... the names of the directors considered by the board to be I:I . . .
ind dent di ) an explanation why that is so in our Corporate
(a) the names of the directors considered by the | Idependent directors: Governance Statement
board to be independent directors; v in our Corporate Governance Statement OR
b)if a director has an interest, position,
®) I . . p I:I at this location:
association or relationship of the type Insert location here
described in Box 2.3 but the board is of the
ini hat i ise th . . . .
opinion that it does not compromise the | (.. applicable, the information referred to in paragraph (b):
independence of the director, the nature of
the interest, position, association or v in our Corporate Governance Statement OR
relationship in question and an explanation I:I his | .
of why the board is of that opinion; and at this location:
(c) the length of service of each director.
Insert location here
... the length of service of each director:
‘/ in our Corporate Governance Statement OR
I:I at this location:
Insert location here
2.4 | A majority of the board of a listed entity should ... the fact that we follow this recommendation:

be independent directors.

v in our Corporate Governance Statement OR

I:l at this location:

Insert location here

[

an explanation why that is so in our Corporate
Governance Statement OR

we are an externally managed entity and this
recommendation is therefore not applicable




Corporate Governance Council recommendation

We have followed the recommendation in full for the whole of
the period above. We have disclosed ...

We have NOT followed the recommendation in
full for the whole of the period above. We have
disclosed ...

2.5 The chair of the board of a listed entity should be | ... the fact that we follow this recommendation: v . . .
- . . . an explanation why that is so in our
an independent director and, in particular, D in our Corporate Governance Statement OR C G S OR
should not be the same person as the CEO of the P orporate Governance Statement OR
entity. D at this location: D we are an externally managed entity and this
recommendation is therefore not applicable
Insert location here
2.6 | A listed entity should have a program for | ... the fact that we follow this recommendation:

inducting new directors and provide appropriate
professional development opportunities for
directors to develop and maintain the skills and
knowledge needed to perform their role as
directors effectively.

v in our Corporate Governance Statement OR

I:I at this location:

Insert location here

I:I an explanation why that is so in our Corporate
Governance Statement OR

I:I we are an externally managed entity and this
recommendation is therefore not applicable

PRINCIPLE 3 - ACT ETHICALLY AND RESPONSIBLY

3.1

A listed entity should:

(a) have a code of conduct for its directors,
senior executives and employees; and

(b) disclose that code or a summary of it.

... our code of conduct or a summary of it:
I:l in our Corporate Governance Statement OR

‘/ at this location:

http://investor.emerchants.com.au/investors/?page=Corporate-

Governance

I:I an explanation why that is so in our Corporate
Governance Statement

PRINCIPLE 4 - SAFEGUARD INTEGRITY IN CORPORATE REPORTING

41

The board of a listed entity should:
(a) have an audit committee which:

(1) has at least three members, all of whom
are non-executive directors and a
majority of whom are independent
directors; and

(2) is chaired by an independent director,
who is not the chair of the board,

and disclose:
(3) the charter of the committee;

(4) the relevant qualifications and experience
of the members of the committee; and

[If the entity complies with paragraph (a):]
... the fact that we have an audit committee that complies with
paragraphs (1) and (2):

v in our Corporate Governance Statement OR

I:l at this location:

Insert location here

... and a copy of the charter of the committee:

‘/ at this location:
http://investor.emerchants.com.au/investors/?page=Corporate-

I:I an explanation why that is so in our Corporate
Governance Statement



http://investor.emerchants.com.au/investors/?page=Corporate-Governance
http://investor.emerchants.com.au/investors/?page=Corporate-Governance
http://investor.emerchants.com.au/investors/?page=Corporate-Governance

Corporate Governance Council recommendation

We have followed the recommendation in full for the whole of
the period above. We have disclosed ...

We have NOT followed the recommendation in
full for the whole of the period above. We have
disclosed ...

(5) in relation to each reporting period, the
number of times the committee met
throughout the period and the individual
attendances of the members at those
meetings; OR

(b) if it does not have an audit committee,
disclose that fact and the processes it
employs that independently verify and
safeguard the integrity of its corporate
reporting, including the processes for the
appointment and removal of the external
auditor and the rotation of the audit
engagement partner.

Governance

... and the information referred to in paragraphs (4) and (5):
v in our Corporate Governance Statement OR

I:] at this location:

Insert location here

[If the entity complies with paragraph (b):]

... the fact that we do not have an audit committee and the processes
we employ that independently verify and safeguard the integrity of
our corporate reporting, including the processes for the
appointment and removal of the external auditor and the rotation of
the audit engagement partner:

I:I in our Corporate Governance Statement OR

I:I at this location:

Insert location here

The board of a listed entity should, before it
approves the entity’s financial statements for a
financial period, receive from its CEO and CFO a
declaration that, in their opinion, the financial
records of the entity have been properly
maintained and that the financial statements
comply with the appropriate accounting
standards and give a true and fair view of the
financial position and performance of the entity
and that the opinion has been formed on the
basis of a sound system of risk management and
internal control which is operating effectively.

... the fact that we follow this recommendation:
v in our Corporate Governance Statement OR

I:I at this location:

Insert location here

I:I an explanation why that is so in our Corporate
Governance Statement



http://investor.emerchants.com.au/investors/?page=Corporate-Governance

Corporate Governance Council recommendation

We have followed the recommendation in full for the whole of
the period above. We have disclosed ...

We have NOT followed the recommendation in
full for the whole of the period above. We have
disclosed ...

43

A listed entity that has an AGM should ensure
that its external auditor attends its AGM and is
available to answer questions from security
holders relevant to the audit.

... the fact that we follow this recommendation:
v in our Corporate Governance Statement OR

D at this location:

Insert location here

I:I an explanation why that is so in our Corporate
Governance Statement OR

D we are an externally managed entity that does
not hold an annual general meeting and this
recommendation is therefore not applicable

PRINCIPLE 5 - MAKE TIMELY AND BALANCED DISCLOSURE

5.1

A listed entity should:

(a) have a written policy for complying with its
continuous disclosure obligations under the
Listing Rules; and

(b) disclose that policy or a summary of it.

... our continuous disclosure compliance policy or a summary of it:
v in our Corporate Governance Statement OR

I:I at this location:

Insert location here

I:I an explanation why that is so in our Corporate
Governance Statement

PRINCIPLE 6 - RESPECT THE RIGHTS OF SECURITY HOLDERS

6.1 A listed entity should provide information about | ... information about us and our governance on our website: I:I . . .
. . - o an explanation why that is so in our Corporate
itself and its governance to investors via its v . .
. at this location: Governance Statement
website.
http://investor.emerchants.com.au/investors/?page=Corporate-
Governance
6.2 | Alisted entity should design and implement an ... the fact that we follow this recommendation: I:I . o
. . 1 . an explanation why that is so in our Corporate
investor relations program to facilitate effective v @ .
.- S in our Corporate Governance Statement OR Governance Statement
two-way communication with investors.
I:I at this location:
Insert location here
6.3 | Alisted entity should disclose the policies and ... our policies and processes for facilitating and encouraging

processes it has in place to facilitate and
encourage participation at meetings of security
holders.

participation at meetings of security holders:
v in our Corporate Governance Statement OR

I:I at this location:

Insert location here

I:l an explanation why that is so in our Corporate
Governance Statement OR

I:l we are an externally managed entity that does
not hold periodic meetings of security holders
and this recommendation is therefore not
applicable



http://investor.emerchants.com.au/investors/?page=Corporate-Governance
http://investor.emerchants.com.au/investors/?page=Corporate-Governance

Corporate Governance Council recommendation

We have followed the recommendation in full for the whole of
the period above. We have disclosed ...

We have NOT followed the recommendation in
full for the whole of the period above. We have
disclosed ...

6.4

A listed entity should give security holders the
option to receive communications from, and
send communications to, the entity and its
security registry electronically.

... the fact that we follow this recommendation:

v

D at this location:

in our Corporate Governance Statement OR

Insert location here

I:I an explanation why that is so in our Corporate
Governance Statement

PRINCIPLE 7 - RECOGNISE AND MANAGE RISK

7.1

The board of a listed entity should:

(a) have a committee or committees to oversee
risk, each of which:

(1) has at least three members, a majority of
whom are independent directors; and

(2) is chaired by an independent director,
and disclose:

(3) the charter of the committee;

(4) the members of the committee; and

(5) as at the end of each reporting period, the
number of times the committee met
throughout the period and the individual
attendances of the members at those
meetings; OR

(b) if it does not have a risk committee or
committees that satisfy (a) above, disclose
that fact and the processes it employs for
overseeing the entity’s risk management
framework.

[If the entity complies with paragraph (a):]
... the fact that we have a committee or committees to oversee risk
that comply with paragraphs (1) and (2):

v

I:I at this location:

in our Corporate Governance Statement OR

Insert location here

... and a copy of the charter of the committee:

v

http://investor.emerchants.com.au/investors/?page=Corporate-
Governance

at this location:

... and the information referred to in paragraphs (4) and (5):

I:I in our Corporate Governance Statement OR

v

at this location:

2016 Annual Report at pages 7to 9
Insert location here

[If the entity complies with paragraph (b):]

... the fact that we do not have a risk committee or committees that
satisfy (a) and the processes we employ for overseeing our risk
management framework:

I:l in our Corporate Governance Statement OR

I:l at this location:

I:I an explanation why that is so in our Corporate
Governance Statement

10



http://investor.emerchants.com.au/investors/?page=Corporate-Governance
http://investor.emerchants.com.au/investors/?page=Corporate-Governance

Corporate Governance Council recommendation

We have followed the recommendation in full for the whole of
the period above. We have disclosed ...

We have NOT followed the recommendation in
full for the whole of the period above. We have
disclosed ...

Insert location here

7.2 The board or a committee of the board should: ... the fact that we follow this recommendation: I:I . . .
) L an explanation why that is so in our Corporate
(a) review the entity’s risk management v in our Corporate Governance Statement OR Governance Statement
framework at least annually to satisfy itself D
that it continues to be sound; and at this location:
(b) disclose, in relation to each reporting period,
whether such a review has taken place. Insert location here
A listed entity should disclose: If the entity complies with paragraph (a): . . .
73 ty [ h ty pl dit f paragtap (2)1] d and wh lei I:I an explanation why that is so in our Corporate
(a) if it has an internal audit function, how the | -- how our internal audit function is structured and what role it Governance Statement
function is structured and what role it | performs:
performs; OR v in our Corporate Governance Statement OR
(b) if it does not have an internal audit function, I:I ) )
: at this location:
that fact and the processes it employs for
evaluating and continually improving the
effectiveness of its risk management and Insert location here
internal control processes.
[If the entity complies with paragraph (b):]
... the fact that we do not have an internal audit function and the
processes we employ for evaluating and continually improving the
effectiveness of our risk management and internal control processes:
I:I in our Corporate Governance Statement OR
I:I at this location:
Insert location here
7.4 | Alisted entity should disclose whether it has any | ... whether we have any material exposure to economic,

material exposure to economic, environmental
and social sustainability risks and, if it does, how
it manages or intends to manage those risks.

environmental and social sustainability risks and, if we do, how we
manage or intend to manage those risks:

v

I:l at this location:

in our Corporate Governance Statement OR

Insert location here

I:I an explanation why that is so in our Corporate
Governance Statement

1




Corporate Governance Council recommendation

We have followed the recommendation in full for the whole of
the period above. We have disclosed ...

We have NOT followed the recommendation in
full for the whole of the period above. We have
disclosed ...

PRINCIPLE 8 - REMUNERATE FAIRLY AND RESPONSIBLY

8.1

The board of a listed entity should:
(a) have a remuneration committee which:

(1) has at least three members, a majority of
whom are independent directors; and

(2) is chaired by an independent director,
and disclose:

(3) the charter of the committee;

(4) the members of the committee; and

(5) as at the end of each reporting period, the
number of times the committee met
throughout the period and the individual
attendances of the members at those
meetings; OR

(b) if it does not have a remuneration committee,
disclose that fact and the processes it
employs for setting the level and composition
of remuneration for directors and senior

executives and ensuring that such
remuneration is appropriate and not
excessive.

[If the entity complies with paragraph (a):]
... the fact that we have a remuneration committee that complies
with paragraphs (1) and (2):

I:I in our Corporate Governance Statement OR

I:I at this location:

Insert location here

... and a copy of the charter of the committee:

I:I at this location:

Insert location here

... and the information referred to in paragraphs (4) and (5):
I:I in our Corporate Governance Statement OR

I:I at this location:

Insert location here

[If the entity complies with paragraph (b):]

... the fact that we do not have a remuneration committee and the
processes we employ for setting the level and composition of
remuneration for directors and senior executives and ensuring that
such remuneration is appropriate and not excessive:

I:l in our Corporate Governance Statement OR

‘/ at this location:

2016 Annual Report at pages 15 to 18
Insert location here

v an explanation why that is so in our
Corporate Governance Statement OR

D we are an externally managed entity and this
recommendation is therefore not applicable

12




Corporate Governance Council recommendation

We have followed the recommendation in full for the whole of
the period above. We have disclosed ...

We have NOT followed the recommendation in
full for the whole of the period above. We have

disclosed ...
.2 | Alisted entity should separately disclose its ... separately our remuneration policies and practices regarding the . . .
8 . ty sho parately P J on pe P garcing I:I an explanation why that is so in our Corporate
policies and practices regarding the remuneration of non-executive directors and the remuneration of
. . . . . . . Governance Statement OR
remuneration of non-executive directors and the | executive directors and other senior executives:
remuneration of executive directors and other v, . D we are an externally managed entity and this
. . in our Corporate Governance Statement OR L .
senior executives. recommendation is therefore not applicable
I:I at this location:
Insert location here
83 | A listed entity which has an equity-based | ... our policy on this issue or a summary of it: I:I

remuneration scheme should:

(a) have a policy on whether participants are
permitted to enter into transactions (whether
through the use of derivatives or otherwise)
which limit the economic risk of participating
in the scheme; and

(b) disclose that policy or a summary of it.

v

I:I at this location:

in our Corporate Governance Statement OR

Insert location here

[

[

an explanation why that is so in our Corporate
Governance Statement OR

we do not have an equity-based remuneration
scheme and this recommendation is therefore
not applicable OR

we are an externally managed entity and this
recommendation is therefore not applicable

ADDITIONAL DISCLOSURES APPLICABLE TO EXTERNALLY MANAGED LISTED ENTITIES

Alternative to Recommendation 1.1 for externally
managed listed entities:

The responsible entity of an externally managed
listed entity should disclose:

(a) the arrangements between the responsible
entity and the listed entity for managing the
affairs of the listed entity;

(b) the role and responsibility of the board of the
responsible entity for overseeing those
arrangements.

... the information referred to in paragraphs (a) and (b):
I:I in our Corporate Governance Statement OR

I:I at this location:

Insert location here

[

an explanation why that is so in our Corporate
Governance Statement

Alternative to Recommendations 8.1, 8.2 and 8.3
for externally managed listed entities:

An externally managed listed entity should
clearly disclose the terms governing the
remuneration of the manager.

... the terms governing our remuneration as manager of the entity:
I:l in our Corporate Governance Statement OR

I:l at this location:

Insert location here

[

an explanation why that is so in our Corporate
Governance Statement

13




The Directors and management of Emerchants Limited (Emerchants, Company or Group) are committed to high
corporate governance standards and adopting the ASX Corporate Governance Council’s ‘Corporate Governance
Principles and Recommendations — 3™ Edition’ (ASX Principles or Recommendations).

The Board has adopted various charters and key corporate governance documents which set out the policies and
procedures followed by the Company. These documents are available, together with this Corporate Governance
Statement, ASX Appendix 4G and the 2016 Annual Report, on the Investors page under Corporate Governance
tab on the Company’s website, www.emerchants.com.au. These documents are reviewed regularly to address in
changes in governance practices and the law.

This Corporate Governance Statement outlines Emerchants corporate governance practices and policies in place
for the 2016 financial year. This Corporate Governance Statement is dated 25 August 2016.

Principle 1: Lay solid foundations for management and oversight
Role of the Board

The Company has established a Board Charter which sets out a clear distinction between the functions and
responsibilities reserved for the Board and those delegated to management. The role of the Board is to approve
the strategic direction of the Group, guide and monitor the management of the Group in achieving its strategic
plans and oversee overall good governance practice.

In particular, as set out in the Board Charter, the functions and responsibilities of the Board include:

e approving the Group’s strategy, business plans and Group level policies;

e approving and monitoring budgets, major capital commitments, capital management and capital raising
initiatives, acquisitions and divestitures;

e reviewing and approving the Group’s financial statements and other periodic reports;

e appointing, and, when necessary, replacing the Managing Director and Chief Executive Officer (CEO);

e approving the overall remuneration policy, including non-executive director and executive director
remuneration and senior executive remuneration;

e identifying and reviewing risks that may face the Group and ensuring that it has systems in place for risk
management and internal control;

e overseeing the Company’s process for making timely and balanced disclosure of all material information
concerning the Group that a reasonable person would expect to have a material effect on the price of value
of the Company’s securities; and

e monitoring the effectiveness of the Group’s governance practices.

The Board delegates authority, within parameters and in accordance with formal delegations, to the Managing
Director and CEO for the executive management of Emerchants and the day to day operations of the Group. The
Board regularly reviews the divisions and functions between the Board and management to ensure that it
continues to be appropriate to the needs of the Company.

The Board is supported by an Audit and Risk Committee.
Role of the Chairman

The Chairman of Emerchants is responsible for:

o the leadership of the Board and ensuring its effectiveness on all aspects of its role and setting its agenda,;

o the efficient organisation and conduct of the Board'’s functioning, including establishing the agenda for Board
meetings in consultation with the Company Secretary and Managing Director, chairing Board meetings and
ensuring that the Board behaves in accordance with the Director’'s Code of Conduct;

e ensuring that the Directors receive accurate, timely and clear information in a form and of a quality
appropriate to enable it to discharge their duties;
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e ensuring that the views of shareholders are communicated to the Board as a whole, and that governance
and strategy issues are discussed with major shareholders;

e ensuring that the Directors continually update their skills, knowledge and familiarity with the Company
required to fulfil their role both on the Board and on Board committees;

o facilitating the effective contribution of all Directors at Board meetings;

e overseeing the role of the Managing Director and CEO, including regular discussions between Board
meetings and performance assessments and reporting on those discussions and assessments to the Board;
and

e overseeing the role of Company Secretary, including reviewing corporate governance matters with the
Company Secretary and reporting on those matters to the Board.

Role of the Group Managing Director and CEO

Whilst retaining ultimate responsibility for the affairs of the Company, the Board has delegated responsibility for
day to day operations of the Group to the Managing Director (MD) and CEO. The MD and CEO is supported in
this function by the Senior Executives of the Group, which comprise the direct reports to the MD and CEO,
including the Chief Executive Officers of the Company’s subsidiaries in Australia, North America and the United
Kingdom and Europe; Chief Financial Officer (CFO); Chief Risk Officer (CRO); and General Counsel.

The MD and CEO manages the Company in accordance with the strategy, business plans, delegations and
policies as approved by the Board and is accountable to the Board for the exercise of the delegated authority
and, with the support of Senior Executives, must report to the Board through reports and presentations to the
Board and its committees.

The MD and CEOQ's responsibilities include:

e developing strategies for the Group, its businesses and management, and make recommendations to the
Board on such strategies;

e implementing business plans in accordance with approved strategies, budgets and policies;

e reporting to the Board on the Group’s performance and key operational issues;

e ensuring the financial performance of the Group meets or exceeds Board approved budgets;

¢ managing the Group’s relationships with capital markets, including but not limited to shareholders,
institutional brokers and research firms; and

e managing the Group’s strategy with respect to mergers and acquisitions.

Company Secretary

The Company Secretary is accountable to the Board, through the Chairman, for facilitating the Company’s
corporate governance processes and the proper functioning of the Board. Each Director is entitled to access the
advice and services of the Company Secretary.

In accordance with the Company’s Constitution, the appointment or removal of the Company Secretary is a
matter for the Board as a whole.

The Board has appointed Louise Bolger as Company Secretary. Ms Bolger is a qualified solicitor with more than
15 years’ experience across a variety of industry sectors, including financial services, media and
telecommunications. Prior to joining Emerchants in April 2014, Louise was General Counsel and Company
Secretary at ASX listed companies Southern Cross Media Group Limited and PIPE Networks Limited.

Board Evaluation

A performance review is undertaken annually in relation to the Board, its committees and individual Directors. In
addition to review discussions amongst the Board, a formal self-evaluation questionnaire is used to facilitate the
annual performance review process. The questionnaire responses and insights from discussions are collated and
the Board meets to discuss and consider the results and any actions arising from the review.

Matters covered by the review include the role, structure, processes, behaviours, performance, Directors’
understanding of the strategy, objectives and key risks to the business and achievement of those objectives,
succession planning and the effectiveness of the Chairman.
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The Board conducted its annual performance review in February 2016 in accordance with the Company’s
Performance Evaluation Process, which is available on the Company’s website.

Evaluation of Senior Executives’ Performance

Each year the Board sets financial, operational, management and individual targets for the MD and CEO. The
MD and CEOQ’s performance evaluation is completed by the Chairman in consultation with the Board.

The MD and CEO sets key performance criteria for his direct reports. Performance against these criteria is
reviewed formally every six months with a final formal appraisal completed at the end of the financial year.
Performance is also reviewed informally throughout the year.

Candidates for Election or Re-election as a Director

Emerchants has appropriate procedures in place to ensure any potential candidates for appointment to the Board
are carefully reviewed in terms of their character, experience, education and skillset, as well as interests and
associations. Emerchants conducts appropriate checks to verify the suitability of a candidate prior to their
election.

Material information relevant to a decision to elect or re-elect a director, including biographical details and
relevant qualifications and skills brought to the Board, is disclosed in the notice of meeting provided to
shareholders for each Annual General Meeting (AGM).

Written Agreements with Directors and Senior Executives

The roles and responsibilities of Directors, as set out in the Board Charter, are also included in the letter of
appointment which each Director receives and commits to on their appointment. The letters of appointment
specify the term of appointment, time commitment envisaged, expectations in relation to committee work or any
other special duties attaching to the position, reporting lines, remuneration arrangements, disclosure obligations
in relation to personal interests, confidentiality obligations, insurance and indemnity entittements and details of
the Company’s key governance policies, such as the Securities Trading Policy.

Each Senior Executive enters into a written agreement with the Company which sets out the material terms of
employment, including a description of position and duties, reporting lines, remuneration arrangements and
termination rights and entitlements.

Diversity Policy
Emerchants has adopted a Diversity Policy, which is available on the Company’s website.

The Board has not as yet set any measurable objectives for achieving gender diversity within the Group. Whilst
the Board continues to monitor diversity across the Group, it was for the reporting period satisfied with the level of
gender diversity within the Group as set out below. To date, due to the size of the Group and its small number of
employees in both Australia and the United Kingdom, the Board has not considered it appropriate to formally set
measurable objectives for gender diversity. However, with the Company’s acquisition of its North American
business in June 2016 and the consequent increase in size and geographical spread of the Group, the Board will
be reviewing its position this financial year.

The respective proportions of women on the Board, in Senior Executive positions (ie. a position which reports
directly to the MD and CEO) in Emerchants and its wholly-owned subsidiaries operating in the United Kingdom

and North America are as follows:

Emerchants (Australia)

¢ Women on the Board 0%
e Women in Senior Executive positions 50%
e Women in the corporate office 38%
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United Kingdom

¢ Women in management positions 25%

e Women in UK office 63%
North America

e Women in management positions 38%

e Women in US office 42%

Principle 2: Structure the Board to add value
Composition of the Emerchants Board

The role of the Chairman and the role of MD and CEO are exercised by different individuals, being Peter Martin
and Tom Cregan respectively.

The Board is comprised of six Directors, a majority of whom are independent Directors. For most of the reporting

period the Chairman was not considered independent under the Principles due to being a substantial holder (over
5%) Emerchants securities. The Chairman ceased being a substantial holder of Emerchants securities on 3 June

2016.

The Board considers that it has an appropriate number of non-executive Directors who can challenge
management and hold them to account, and also represent the best interests of both Emerchants and its
shareholders as a whole rather than those of individual shareholders or interest groups.

The size of the Board, with six Directors, ensures it is not so large as to be unwieldy. Whilst the Board is of the
view that it is of sufficient size so that the requirements of the business can be met and changes to the
composition of the Board and committees can be managed without undue disruption, the Board continues to
monitor its size and the expertise available.

Nomination Committee

The Company does not have a separate nomination committee. The full Board considers all homination
committee matters. On an annual basis the Board reviews its and individual Directors’ performance and also its
‘skills matrix’ to ensure that the Board has the appropriate balance of skills, knowledge, experience,
independence and diversity to enable it to discharge its duties and responsibilities effectively.

Board Skills Matrix

The skills and diversity attributes set out below have been identified as essential skills and diversity attributes
Emerchants seeks to achieve across its Board membership. The Emerchants Board currently possesses an
effective blend of these skills and diversity attributes.

General
e Other Board experience
e Management expertise

Governance
¢ Risk and compliance oversight
e Understanding of legal, ethical and fiduciary duties

Technical

e Financial literacy

e |T strategy and governance

¢ Commercial and contractual experience
e  Strategy
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Industry Skills
e International payments industry
e  Mergers and acquisitions

Behavioural

e Integrity

e  Effective listener and communicator; and constructive questioner
e Analytical

Diversity

e Gender

e  Geographic and cultural
e Age

Independence

The majority of Directors of Emerchants are independent. The MD and CEO is not considered independent, by
virtue of being an executive of the Company. For most of the reporting period the Chairman was not considered
independent under the Principles due to being a substantial holder (over 5%) Emerchants securities. The
Chairman ceased being a substantial holder of Emerchants securities on 3 June 2016. Consequently,
Emerchants now considers the Chairman to be independent.

Notwithstanding the Chairman’s classification under the ASX Principles as not independent during the reporting
period, the remaining Directors did not consider that it impacted the Chair’s ability to fulfil his duties and bring
independent judgment to bear while acting in the best interests of the Company. These Directors further
considered that the Chair’s interests as a shareholder are directly aligned to those of the Company’s other
shareholders.

The following table provides specific information regarding the Directors:

Peter Martin Non-executive Chairman 2012 /4 Independent*
Tom Cregan Managing Director and CEO 2012 /4 Non-independent
Tony Adcock Non-executive Director 2011/5 Independent
Bob Browning Non-executive Director 2010/5 Independent
David Liddy Non-executive Director 2012 /4 Independent
John Toms Non-executive Director 2011/5 Independent

* As at the date of this Corporate Governance Statement
Further details of the Directors are disclosed in the 2016 Annual Report.
Induction and Professional Development

Emerchants has an induction process, including appointment letters and ongoing education, in order to promote
early, active and relevant involvement of new members of the Board.

All Directors are expected to maintain the skills required to discharge their obligations to the Company.

On an ongoing basis, directors are provided with papers, presentations and briefings on matters which may affect
the business or operations of Emerchants. Directors are also encouraged to undertake continuing education and
training relevant to the discharge of their obligations as directors of the Company. Subject to consultation with the
Company Secretary, the reasonable cost of continuing education and training is met by Emerchants.

Page 5 of 9
Emerchants Limited Corporate Governance Statement 2016



Principle 3: Act ethically and responsibly

The Company has developed a Code of Conduct which has been adopted by the Board and applies to all
Directors, officers, employees, contractors and certain other individuals. The Code is reviewed and updated as
necessary to maintain confidence in the Company’s integrity.

The Code of Conduct is available on the Company’s website.

Principle 4: Safeguard integrity in corporate reporting

Audit and Risk Committee

The Board of Emerchants has established an Audit and Risk Committee to:

e seek to ensure the integrity of external financial reporting;

e safeguard the independence of the external auditor;

e oversee the performance of the external audit functions and review of their audits;

e seek to ensure that Directors are provided with financial and non-financial information that is of high quality
and relevance;

e seek to ensure that controls are established and maintained in order to safeguard Emerchants financial and
physical resources;

e seek to ensure that systems or procedures are in place so that Emerchants complies with relevant statutory
and regulatory requirements;

e assess financial and other risks arising from Emerchants operations and consider the adequacy of measures
taken to moderate those risks; and

e seek to ensure that Emerchants has adequate risk management processes in place.

The Audit and Risk Committee is comprised of three Non-executive Directors, all of whom are independent. The
Committee is chaired by John Toms. The other Directors who serve on the Committee are David Liddy and Tony
Adcock. Their qualifications are set out in the 2016 Annual Report. The Committee was constituted for the entire
financial year and met four times during the 2016 financial year with all members attending every meeting.

The MD and CEO, CFO, CRO and Company Secretary attend Committee meetings. The external auditors attend
meetings at the invitation of the Committee. The Non-executive Directors periodically meet the external auditors
without the Managing Director or other management being present.

The Audit and Risk Committee Charter is reviewed annually and is available on the Company’s website.
External Audit

The Audit and Risk Committee:

e recommends to the Board the appointment, re-appointment and termination of the external auditor;

e recommends to the Board the scope and proposed fee for the audit and audit related services;

e reviews the independence, quality and performance of the external auditor;

e monitors the interactions between management and the external auditor and monitors that no management
restrictions are placed upon access by the external auditor to relevant information or personnel.

The external auditor is required to attend the AGM and be available to answer shareholder questions about the
conduct of the audit and the preparation and content of the audit report.

Internal Audit

The Company has an internal audit function that is managed by the CRO and overseen by the Audit and Risk
Committee.

The CRO provides ongoing reports to the Audit and Risk Committee, as well as bi-annual assessments of the
adequacy and effectiveness of the Company’s control processes and risk management procedures.
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Financial Reporting

For this reporting period the Board has obtained a written assurance from the MD and CEO and CFO that the
declaration provided under section 295A of the Corporations Act (and for the purposes of Recommendation 4.2)
is founded on a sound system of risk management and internal control and that the system is operating
effectively in all material respects in relation to financial reporting and material business risks.

Principle 5: Make timely and balanced disclosure
Continuous Disclosure

Emerchants is committed to maintaining the highest standards of disclosure, providing shareholders and the
investment community with the same access to full and accurate information about its activities in an accessible
and timely manner.

Emerchants has established a Continuous Disclosure Policy which sets out the processes and practices that
ensure its compliance with the continuous disclosure requirements under the ASX Listing Rules and the
Corporations Act.

The Continuous Disclosure Policy addresses:

e the roles and responsibilities of Directors, officers and employees in complying with the Policy;

e safeguarding confidentiality of corporate information to avoid premature disclosure;

¢ media contact and comment;

e external communications such as analyst briefings and responses to security holder questions; and
e measures for responding to or avoiding the emergence of a false market in Emerchants securities.

The Board has ultimate responsibility for the Company’s compliance with its continuous disclosure obligations
and ensuring adequate processes and controls are in place for the identification, reporting and disclosure of price
sensitive information in a timely manner. The Company Secretary is responsible for administration of the policy
by, amongst other things, educating employees on the Company’s continuous disclosure obligations and
regularly discussing continuous disclosure matters with Senior Executives.

The Continuous Disclosure Policy is available on the Company’s website.

Principle 6: Respect the rights of security holders
Shareholder Communication
Emerchants is committed to dealing fairly and openly with shareholders and the investment community.

An overview of the Company’s business, financial performance and prospects is available on the Company’s
website. Investor presentations and a key events calendar is accessible on the Company’s website via the ‘About
Us — Investors’ tab.

The Company’s Communications Strategy outlines the Company’s approach to effective communication to and

from shareholders and other stakeholders through a range of forums. This includes:

e submitting quarterly operating cash flow statements with the ASX, which outline the key performance metrics
of the business;

e investor roadshows conducted by the MD and CEO after the release of the Company’s half and full year
results, the presentations of which are lodged on the ASX announcement’s platform;

e presentations by the Chairman and MD and CEO regarding the Company’s activities and state of affairs at
the AGM with the transcript of these presentations lodged on the ASX announcement’s platform and
Company’s website;

e attendance of Directors and the external auditor at the AGM to answer questions of shareholders as
required;

e all recent Company announcements, media briefings, press releases, analyst presentations and Annual
Reports and information on corporate governance practices are placed on the Company website.
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Emerchants and its share registry facilitate electronic, postal and facsimile communications.

The Company’s Communications Strategy is available on the Company’s website.

Principle 7: Recognise and manage risk
Risk Management Framework

Emerchants has established a risk management framework and regularly reviews the soundness and
effectiveness of that framework. The framework is designed to identify and manage risk on an ongoing basis. The
Board sets the risk appetite for the Group, oversees the risk management framework and satisfies itself that the
framework is sound by reviewing reports received and asking questions when necessary to satisfy itself as
questions arise. It is the responsibility of management to design and implement that framework and to ensure
that the Group operates within the risk appetite set by the Board.

The Board has adopted a Risk Management Policy which sets out its approach to the oversight and management
of risks. The policy is available on the Company’s website.

Audit and Risk Committee

The Audit and Risk Committee oversees the process for identifying and managing material risks in the Company
in accordance the Risk Management Policy and the Committee’s Charter.

The Committee’s responsibilities in relation to risk management include:

e reviewing management’s approach to the management of risks;

e reviewing and approving policies and procedures on risk oversight and management;

e assessing the internal processes for determining, monitoring and managing material risks;

e overseeing business continuity planning and risk mitigation arrangements;

e monitoring compliance with relevant legislative and regulatory requirements; and

e assessing with the Group has any material exposure to environmental and social sustainability risks.

A review of the Company’s risk management framework was conducted during the reporting period by the Audit
and Risk Committee. The Committee concluded that controls over risk management processes were adequate
and effective.

Internal Audit

The Company has an informal internal audit function that is managed by the CRO and overseen by the Audit and

Risk Committee. This function has been conducted in conjunction with the Company’s external auditors over the

past 3 years, focussing particularly on the Group’s financial controls.

The role of the CRO is to:

e coordinate the implementation of risk management frameworks, risk profile and mitigation strategies;

+ facilitate, challenge and drive risk management and risk mitigation strategies in the Group;

e review the sufficiency and effectiveness of the internal control framework;

e review systems and operations and the adequacy of controls; and

e report to senior management and the Audit and Risk Committee at regular intervals on the risk management
process, risk mitigation strategies, material business risks and internal control framework.

Sustainability Risks

Emerchants does not consider that it has any material exposure to economic, environmental and social
sustainability risks. The Company does recognise however that it has some economic exposure through the fact
that it earns revenues in five currencies (AUD, CAD, USD, EUR and GBP) and in turn has exposure to exchange
rate variations across those currencies.
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Principle 8: Remunerate fairly and responsibly

Remuneration Committee

Emerchants does not have a separate remuneration committee. Due to the relatively small size of the Company,
it was determined that the full Board should considers all remuneration committee matters. However, with the
growth in the Group in both operations and personnel through the acquisition of the business in North America in
June 2016, the Board expects to establish a remuneration committee in the first half of the 2017 financial year.

The processes used by the Board and MD and CEO for setting the level and composition of remuneration of
remuneration for Directors and senior executives is more fully described in the Remuneration Report in the 2016
Annual Report at pages 15 to 26.

Remuneration Policies and Practices

Remuneration of Emerchants’ executives is to reflect performance. As such, remuneration is structured with a
fixed component and performance-based remuneration component.

Non-executive Directors are paid fixed fees for their services in accordance with the Company’s Constitution.
Fees paid are a composite fee covering all Board and Committee responsibilities and contributions to Directors’
nominated superannuation funds. No other retirement benefit schemes are in place in respect of Non-executive
Directors.

Securities Trading Policy

The Company’s Securities Trading Policy provides that, ‘no employee of Emerchants is permitted to enter into
security transactions (or any derivative thereof) which limit the economic risk of any unvested entitlements
awarded under any equity-based remuneration scheme, or otherwise awarded, or which will be offered by

Emerchants in the future.’

The Securities Trading Policy is available on the Company’s website.

25 August 2016
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