flexigroup

2019 CORPORATE GOVERNANCE
STATEMENT

This Corporate Governance Statement sets out details of FlexiGroup Limited’s (ABN 75 122 574 583) (Company or
flexigroup) corporate governance practices for the year ended 30 June 2019 (Reporting Period) including the
Company’s position in respect of each of the Australian Securities Exchange (ASX) Corporate Governance Council’'s
(ASX CGC) Corporate Governance Principles and Recommendations 3™ Edition (Recommendations).

For the purpose of preparing this Corporate Governance Statement, the Company has reviewed its current corporate
governance policies and practices against the Recommendations in respect of the Reporting Period. As
recommended by the ASX CGC, information in relation to corporate governance practices is publicly available on the
Company’s website at www.flexigroup.com.au.

The Board has established a framework of processes and guidelines for the Company that includes corporate policies
and monitoring procedures, financial and operational business risk management and internal control systems and
standards for ensuring lawful and ethical conduct.

As at the date of this Corporate Governance Statement, the Board is majority independent and consists of Mr Andrew
Abercrombie (Chair), Ms Christine Christian (Deputy Chair), Mr Rajeev Dhawan, Ms Jodie Leonard, Ms Carole
Campbell, and Mr John Wylie AM. The Board's composition changed during the Reporting Period with the
appointment on 21 March 2019 of Mr John Wylie AM as a Non-Executive Director, and the resignation of Mr Symon
Brewis-Weston as Chief Executive Officer (CEO) and Executive Director on 3 September 2018.

All Board Committees are chaired by Non-Executive Directors. The Company's Audit Committee, Risk and
Compliance Committee and Remuneration Committee are entirely independent in composition.

Mr Abercrombie indirectly holds approximately 23% of the shares currently on issue in the Company and as the
former CEOQO, is not regarded as being an independent Director. The Board believes that Mr Abercrombie is best
placed to act as Chair of both the Board and the Nomination Committee given his extensive corporate knowledge and
understanding of the Company.

Mr Wylie is principal at Tanarra Capital Pty Ltd, which has an interest in approximately 5.1% of the shares currently
on issue in the Company. Mr Wylie is not considered to be an independent Director.

This Corporate Governance Statement is current as at 27 August 2019 and has been approved by the Board of the
Company.


http://www.flexigroup.com.au/
http://www.flexigroup.com.au/

PRINCIPLE 1 — LAY

SOLID FOUNDATIONS

FOR

MANAGEMENT AND OVERSIGHT

Recommendation 1.1

Board responsibilities

The Board has overall responsibility for the conduct and
governance of the Company including providing
strategic guidance and effective oversight of
management. The Board’s role and responsibilities are
formalised in the Board Charter, which defines the
matters reserved for the Board and its Committees and
those responsibilities delegated to the CEO and
management. A copy of the Board Charter — and all of
the Board Committee Charters — is available on the
Company’s website at
https://www.flexigroup.com.au/investor-centre/corporate-
governance.

Within the scope of the governance framework
established by the Board, management of the
business and operations of the Company is delegated
to the CEO, subject to the oversight and supervision of
the Board.

The Board’s responsibilities include:

 overseeing the development of the Company’s
corporate strategy and reviewing and
approving strategy plans and performance
objectives developed by management,
including monitoring of the implementation of
the plans;

+ appointing the CEO, the Chief Financial
Officer (CFO) and Company Secretary and
approving other key Executive
appointments and planning for key
Executive succession;

* monitoring the performance of the CEO and other
senior Executives of the Company against
strategy;

* reviewing and approving remuneration for
the senior Executives of the Company;

* monitoring the operational and financial
position and performance of the Company;

* requiring that financial and other reporting
mechanisms are put in place which result in
accurate and timely information being provided to
the Board and the Company’s shareholders and
the financial market as a whole being fully
informed of all material developments relating to
the Company;

 approving the Company’s budgets and business
plans and monitoring the management of the
Company’s capital, including the progress of any
major capital expenditures, acquisitions or
divestitures;

+ ensuring effective communication with
shareholders, and establishing policies to govern
the Company’s relationship with other
stakeholders;

« utilising procedures to ensure that financial
results are appropriately and accurately
reported on a timely basis in accordance
with all legal and statutory requirements;

« identifying the principal risks faced by the
Company and requiring management to
establish and implement appropriate internal
controls and monitoring systems to manage and
reduce the impact of these risks;

« actively promoting ethical and responsible
decision making, including through flexigroup’s
Code of Conduct;

« adopting appropriate procedures to ensure
compliance with all laws, governmental
regulations and accounting standards;

+ approving and reviewing from time to time, the
Company’s internal compliance procedures,
including any codes of conduct and taking all
reasonable steps to ensure that the business of
the Company is conducted in an open and
ethical manner; and

* regularly reviewing and to the extent
necessary, amending the Board Charter.

To facilitate the execution of its responsibilities, the
Board has established different Committees to oversee
and report to the Board on areas of responsibility. All
Directors are entitled to receive all Committee papers,
are provided with minutes of all Committee meetings
and are entitled to attend any Committee meeting.
Each Committee reports to the next Board meeting.
The Board has established the following Committees:

Audit Committee
During the Reporting Period the Audit Committee
comprised:

Audit Committee

Name Position Duration

Carole Campbell Chair Whole Reporting Period
Christine Christian Member Whole Reporting Period
Jodie Leonard Member Whole Reporting Period

The Audit Committee’s role is to assist the Board in
carrying out its accounting, auditing and financial
reporting responsibilities, including oversight of:
+ the integrity of the Company’s external financial
reporting and financial statements;
+ the appointment, remuneration,
independence and competence of the
Company’s external auditors; and
+ the performance of the external audit
function and review of its audits.
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Risk and Compliance Committee

Risk and Compliance Committee

Name Position Duration
Christine Christian Chair Whole Reporting Period
Rajeev Dhawan Member Whole Reporting Period

Symon Brewis-Weston |Executive |Until 3 September 2018

Member

Matthew Beaman Executive |Until 14 September2018
Member

Andrew Ward Executive |Until 14 September 2018
Member

The role of the Risk and Compliance Committee is to
assist the Board in fulfilling its corporate governance
and oversight responsibilities in relation to the Group’s
risk management: strategy, framework and function.

Remuneration Committee

Remuneration Committee

Name Position Duration

Jodie Leonard Chair Whole Reporting Period
Rajeev Dhawan Member Whole Reporting Period
Carole Campbell Member From 15 November 2018

The Board appointed Ms Carole Campbell to the
Remuneration Committee on and from 15 November
2018.

The Remuneration Committee supervises the
Company’s remuneration policies and Director,
Executive and employee remuneration (including
superannuation), and Executive performance. These
policies and processes are designed to:

» enable the Company to attract, retain and
motivate Directors, Executives and employees
who will create value for shareholders;

* be fair and appropriate having regard to the
performance of the Company and the
relevant Director, Executive or employee;
and

« comply with relevant legal requirements.

Nomination Committee

Nomination Committee

Name Position  |Duration

Andrew Abercrombie Chair Whole Reporting Period
Rajeev Dhawan Member  |Whole Reporting Period
Christine Christian Member  |Whole Reporting Period

The Nomination Committee is responsible for
supporting the Board in determining the size and
composition of the Board such that it is
conducive to making appropriate decisions in the
best interests of the Company.

Details of the number of meetings of the Board
and of each Committee held during the Reporting

Period and of each Director’s attendance at those
meetings are set out in the Directors’ Report in the
Annual Report.

Management responsibilities

The management of the Company and its businesses

and affairs is the responsibility of the CEO and the

senior Executives including:

» developing business plans, budgets and strategies
for the Board’s consideration and, subject to the
Board’s approval, implementing these plans,
budgets and strategies;

« operating the Company within the business
parameters set by the Board and, where the
proposed transactions, commitments or
arrangements exceed those parameters, referring
the matter to the Board for consideration and
approval;

« identifying and managing operational and other risks
where those risks could have a material impact on
the Company’s business, formulating strategies for
managing these risks for consideration by the Board
and, subject to the Board’s approval, implementing
these strategies;

* managing the Company’s current financial and other
reporting mechanisms together with managing day-
to-day operations within the budget;

* implementing the Company’s internal controls and
procedures for monitoring these controls and
ensuring that these controls and procedures are
appropriate and effective;

» providing the Board with accurate and sufficient
information regarding the Company’s operations on
a timely basis and in particular ensuring that the
Board is made aware of all relevant matters relating
to the Company’s performance (including future
performance), financial condition, operating results
and prospects and potential material risks so that
the Board is in an appropriate position to fulfil its
corporate governance responsibilities; and

* implementing all policies, processes and codes of
conduct approved by the Board.

Directors’ Independent advice

Directors are empowered to seek independent external
advice, as necessary, at the Company’s expense,
subject to prior consultation with the Chairman. Where
appropriate, advice obtained at flexigroup’s expense
will be made available to all Directors.

Recommendation 1.2

The Nomination Committee manages the process for
the selection and appointment of new Directors to the
Board. The Nomination Committee identifies
candidates with appropriate skills, knowledge,
experience, independence and expertise and
recommends them to the Board.

The Company undertakes appropriate background and
screening checks prior to nominating a Director for
election. Shareholders are provided with all material
information in the Company’s possession concerning
the Director standing for election or re-election in the
explanatory notes accompanying the notice of general
meeting.



Recommendation 1.3

All Non-Executive Directors, including those appointed
by the Board to fill a casual vacancy, are engaged by a
written letter of appointment setting out the terms and
conditions of their appointment. Those filling a casual
vacancy are required to stand for re-election by the
shareholders at the next Annual General Meeting.

All Executive Directors and other senior Executives
enter into written agreements with the Company setting
out the terms of their appointment and employment.

Recommendation 1.4
The Company Secretary attends all meetings of the
Board and is accountable to the Board through the
Chairman. The Company Secretary is responsible
for:
+ ensuring that the Company complies with
its statutory requirements;
* helping to organise and facilitate the induction
and professional development of directors;
+ monitoring compliance with Board policy
and procedures;
* advising the Board and its Committees
on governance matters; and
 ensuring that the Company complies with its
requirements under the Corporations Act and
ASX Listing Rules.

Recommendation 1.5

The Company has a Diversity Policy, which ensures
that there is adequate focus on meeting our diversity
agenda and recognising and valuing the contribution of
people from different backgrounds, with different
perspectives and experiences (which in turn benefits
our business as a whole). flexigroup recognises the
value of recruiting, developing and retaining
employees from a diverse range of backgrounds,
genders, knowledge, experience and abilities.

The Board believes that diversity - which includes, but
is not limited to, gender, ethnicity, cultural background,
disability, religion, sexual orientation or age — is a key
business priority and aims to support the leadership
team in the creation of a workplace where everyone
can reach their full potential. There is a strong
commitment to providing a working environment based
on the principles of equal opportunity and diversity,
and ensuring that decisions in the workplace are based
on merit and business needs.

The Board:

* reviews the Diversity Policy from time to time
to ensure consistency with best practice;

* has established measurable objectives with a
particular focus on achieving gender diversity;
and

+ annually assesses both the measurable
objectives for achieving gender diversity and
the progress in achieving them.

Diversity and Inclusion at flexigroup

flexigroup encourages diversity and inclusion across
our business in a number of ways. We embrace the
principle of meritocracy, with any recruitment,
promotion or remuneration decisions being based on
performance and capabilities. We also ensure that we
have clear, readily available policies underpinning our
operating model and business processes, and we
actively support programs within our business that
support diversity and inclusiveness.

We are proud to support a diverse range of
customers. It is important to us that our internal team
is reflective of our customer base and that we have
an inclusive work environment, which translates into
our customer interactions. We believe that a strong
and diverse internal workforce can provide a great
experience for our customers.

flexigroup is committed not only to the principles
of equal opportunity employment, but also to the
provision of a work environment that is free from
unlawful discrimination, harassment, victimisation
and bullying.

Results against Key Metrics for 2019
Two key diversity target areas were set for the
Reporting Period:

* Female representation at a Board level
and

+ Female representation at an Executive
Team level

Female Representation in Leadership Positions
Specific results are outlined below:

Female Representation as at 30 June 2019

Measure Result
Approximately 40% female 50%
representation among the Non-

Executive Directors

Approximately 25% female 42%

representation on the Executive team

While we believe in the principle of meritocracy for all
appointments and promotions, we also work closely
with our recruitment agency partners when recruiting
for new roles to make them aware of our diversity
policies including our focus on gender diversity, and on
providing part time or flexible positions.

flexigroup was once again compliant with the
Workplace Gender Equality Act 2012 during the
Reporting Period, which demonstrates our focus on
ensuring that there is a strong and practical support to
encourage gender diversity within the organisation.

During the Reporting Period, flexigroup has
maintained the number of female employees at 37%.



Key Metrics for 2020

Female representation at both a Board and Executive
level will carry over as key focus areas into the next
reporting period.

The key metrics are outlined below:

Measure Objective

The Board, in conjunction with the Remuneration
Committee, is responsible for approving performance
objectives for the CEO and other senior Executives
and evaluating the performance of each senior
Executive against these objectives. The objectives are
set for each senior Executive at the beginning of each
financial year and reflect specific financial and non-

Meet or exceed the ASX
guideline of 30%

Female representation —
Board among the Non-
Executive Directors

Female representation on

the Executive team used for Board representation

30% - Adopts the same metric as

financial metrics, which are aligned to the Company’s
strategy.

The performance of each senior Executive in
respect of a financial year is measured against
those metrics.

A performance evaluation of senior Executives was

Employee Engagement and Training

Initiatives aimed at improving the level of engagement
of our employees across all ages, gender and
backgrounds have continued during the Reporting
Period. In addition to our regular development
initiatives as part of our regular talent and succession
planning processes across all levels of the
organisations, we have placed a strong emphasis on
building a strong internal employee community as well
as encouraging contributions to our broader external
community.

Learning and development opportunities are an
integral part of our engagement initiatives and the
company provides all employees access to improve
their skills, capability and knowledge via courses
created and designed by our Learning and
Development team or specialised external facilitators.

Throughout the Reporting Period, over 12,000 hours
of learning have been registered. Categories covered
are soft skills and leadership training, product and
system training as well as compliance and induction.
Further information regarding flexigroup’s training
and employee development initiatives can be found
under the Sustainability Performance section of the
Company’s 2019 Annual Report.

Recommendation 1.6

The Company has a process for periodically evaluating
the performance of the Board, its Committees and
individual Directors.

The Remuneration Committee is responsible for
determining the process for evaluating the
performance of the Board, its Committees and
individual Directors. For the Reporting Period the
evaluation process was not conducted due to changes
in the composition of the Board and several of the
Committees.

A review process will be developed by the
Remuneration Committee for the next reporting
period.

Recommendation 1.7

The Company has a process for periodically evaluating
the performance of the CEO and its other senior
Executives.

undertaken for the Reporting Period in accordance
with the above process.

Remuneration is reviewed annually by the Remuneration
Committee in line with the financial year and is
dependent on each senior Executive’s performance
against their objectives. Any increases to Executive
remuneration need to be approved by the Board and are
effective from 1 July, following the annual performance
review.

There is a further discussion on the performance
objectives and the performance of each of the
Executive Key Management Personnel (KMP),
being the CEO, and certain Executives who report
directly to the CEO and have influence over
planning and control business operations.



PRINCIPLE 2 - STRUCTURE
THE BOARD TO ADD VALUE

Recommendation 2.1

The Board has a Nomination Committee, which has adopted a Nomination Committee Charter, disclosed on
the Company’s website at https://www.flexigroup.com.au/investor-centre/corporate-governance. The
Committee is established in accordance with the Company’s constitution and authorised by the Board to assist
it in fulfilling its statutory, fiduciary and regulatory responsibilities. It has the authority and power to exercise the
role and responsibilities set out in its charter and under any separate resolutions of the Board. During the
Reporting Period, the composition of the Nomination Committee was as follows: Andrew Abercrombie (Chair),
Rajeev Dhawan and Christine Christian.

The Nomination Committee, will be constituted as required to assist and advise the Board on:

« Director selection and appointment practices;

» Board composition;

« establishing and maintaining a diversity policy to outline the Company’s commitment to diversity and
inclusion in the workplace;

« developing and reviewing induction procedures for new appointees to the Board,;

* succession planning for the Board and senior management, and

 ensuring the Board is of a size and composition conducive to making appropriate decisions, with the
benefit of a variety of perspectives and skills, and in the best interests of the Company as a whole.

The number of times the Nomination Committee met during the Reporting Period, and the attendance rates of its
members, are contained in the Annual Report.
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Recommendation 2.2

Board skills matrix benchmarking table

During the Reporting Period, the Board determined the Directors, by reference to the table below, collectively had
the range of skills, knowledge and experience necessary to meet the Board’s responsibilities and objectives and
direct the Company. The Non-Executive Directors contributed operational knowledge, an understanding of the
industry in which the Company operates, knowledge of financial markets and an understanding of the health, safety,
sustainability and stakeholder matters that are important to the Company.

Skills matrix

Listed Entity Experience

Management and Leadership
Experience

International Business

Legal

Finance

Audit and Accounting

Mergers and Acquisitions

Industry Experience

Risk Management

Marketing, Communications
and Business Development

Technology

Experience as a non-executive director of a domestic or foreign publicly
listed business.

Directors that have extensive experience in executive strategy positions,
including previous managing director, chief executive, senior executive and
strategic senior manager roles.

Considerable understanding and experience of international business
practices, particularly in regions and countries where the company is
looking to invest, develop and operate.

Professional qualifications in legal practice, government affairs and/or prior
experience in corporate legal matters or government/industry body relations
in an executive or senior manager capacity.

Those Directors that carry professional qualifications in finance disciplines,
exhibit a high level of financial acumen, and/or carry direct experience in
equity capital markets.

Professional qualifications in accounting and risk management, or those
Directors with experience in CFO, auditor or other financial controller
positions.

Directors that have participated in major corporate transactions, including
sale projects, complete takeovers and/or acquisitions.

Practical experience working in an executive capacity in the sales and
financing industry.

Prior exposure to risk management duties in a managerial or executive
capacity and/or professional risk management qualifications.

Previous experience in a senior manager or executive director capacity
supervising or directing corporate marketing or business planning and
development initiatives, including key client relationship management
responsibilities.

Professional qualifications and experience in the research, development
and implementation of technology services and infrastructure management
software.



Recommendation 2.3

As at the date of this Corporate Governance
Statement, all the Directors were Non-Executive
Directors, with the Board determining that each of the
Non-Executive Directors (other than the Chairman
and Mr Wylie) were independent.

Determination of a Non-Executive Director’s
independence is based on the Board’s individual
and on-going assessment that the Director is free
of any material relationship (other than as a
consequence of being a Director) that could be
reasonably considered to interfere with the
exercise of their independent judgement and
conflict with the interests of the Company.

A “material relationship” includes a direct or indirect
relationship that could reasonably be considered to
influence, in a material way, a Director’s decision in
relation to the Company. When considering whether
a relationship is “material”, the Board will consider
the materiality to each of the Company, the Director
and the person or organisation with which the
Director is related (for example, as a customer or
supplier). The Board has not set quantitative
materiality thresholds to be used in assessing
whether a relationship is a “material relationship” and
it considers all relationships on a case-by-case
basis.

The Board regularly reviews the independence of
each Director. Any Director who considers that he or
she has, or may have, a conflict of interest or a
material personal interest in any matter concerning
the Company is required to give the Directors
immediate notice of the interest.

There is no specific term of office for Non-Executive
Directors. Details of each person who acted as
Director during the Reporting Period, including
length of service, skills, experience, relevant
gualifications and expertise, are set out in the
Annual Report.

Recommendation 2.4
During the Reporting Period, the Board was composed
of a majority of independent Non-Executive Directors.

Recommendation 2.5

The Chairman, Mr Abercrombie, is not considered an
independent Director as he indirectly holds
approximately 23% of the shares currently on issue in
the Company. Mr Abercrombie is a founding Director
of the Company and the Board has determined that
his chairmanship is of significant benefit to the
Company and the Group due to his long-standing
contribution to, and association with, the Company
and his corporate knowledge, industry knowledge and
associations.

Ms Christian continues to act as Deputy Chair and will
assume the role of Chair of the Board when Mr
Abercrombie has a potential conflict of interest or lack
of independence.

Recommendation 2.6

Induction is provided to all new Directors which includes
formal discussions with each of the CEO, Chairman, and
senior Executives. The induction materials include
information about the Company’s strategy, culture,
values, key policies, the Company’s financial, operational
and risk management position, the rights and
responsibilities of Directors and the role of the Board and
its committees.

All Directors are expected to maintain the skills required
to discharge their obligations. The Company provides
professional development opportunities for Directors to
develop and maintain their skills and knowledge.



PRINCIPLE 3 - ACT
ETHICALLY AND
RESPONSIBLY

Recommendation 3.1

Code of Conduct

The Company has a formal Code of Conduct to
which all Directors, Officers, Executives and
employees of the Company and its subsidiaries are
required to adhere, together with a comprehensive
range of corporate policies, which detail the
framework for acceptable corporate behaviour. The
Code of Conduct also applies to flexigroup’s
contractors, consultants and associates. Together,
the Code of Conduct and supporting policies set out
the expectations personnel are required to meet in a
range of areas including share trading, employment
practices and regulatory compliance. The corporate
policies are reviewed periodically.

The Code of Conduct sets out the ethical standards
and rules of the Company and provides a framework
for how flexigroup will operate its business in a
manner that will protect its stakeholders. The
objective of the Code is to:

* provide a benchmark for professional
behaviours throughout the Company;

« support the Company’s business reputation
and corporate image within the community;
and

* make Directors, employees, contractors,
consultants and associates of the Company
aware of the consequences if they breach
Company policy.

A copy of the Code of Conduct is available on the
Company’s website at
https://www.flexigroup.com.au/investor-
centre/corporate-governance

Policy on Trading in Company’s Securities
Director and employee share trading is subject to the
Company’s Trading Policy, which restricts the times
when a Director or employee can purchase or sell
Company securities. Directors and employees are
only permitted to acquire and sell the Company’s
shares when they are not in possession of price
sensitive information that is not generally available to
the market.

Further, the Trading Policy provides that KMP must
not deal in flexigroup shares from the close of trading
of the half year-end and year-end periods and midday
of the day after the Company’s results announcement
is released to the market following its lodgement with
ASX.

Prior to dealing in Company securities, a Designated
Person must provide notification that they intend to
deal and obtain confirmation to allow them to deal in
the securities.

A copy of the Company’s Trading Policy is available
on the Company’s website at
https://www.flexigroup.com.au/investor-centre/corporate-

governance
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PRINCIPLE 4 — SAFEGUARD
INTEGRITY IN CORPORATE
REPORTING

Recommendation 4.1

Audit Committee

The Audit Committee is, and was during the
Reporting Period, comprised of three independent
Non-Executive Directors. All members have
appropriate business and financial expertise to act
effectively as members of the Committee, as
determined by the Board.

The qualifications and experience of the
members of the Audit Committee are set out in
the Annual Report along with the number of times
the Audit Committee met throughout the
Reporting Period and the attendance of its
members. The Audit Committee Charter is
disclosed on the Company’s website at
https://www.flexigroup.com.au/investor-
centre/corporate-governance

The Audit Committee provides advice and assistance
to the Board in fulfilling the Board’s responsibilities
relating to the Group’s financial risk management and
compliance systems and practice, financial
statements, financial and market reporting processes,

internal accounting and control systems, external audit

and such other matters as the Board may request
from time to time. In addition, the Committee is
responsible for assessing significant estimates and
the judgments made during the Reporting Period to
ensure the integrity of the Company’s external
financial reporting and financial statements as well as
ensuring whistleblower issues are actively followed

up.

The Audit Committee’s processes are designed to
establish a proactive framework and dialogue in
which the Committee, management and external
auditors review and assess the quality of the
earnings, liquidity and the strength of the income
statements and balance sheets, and transparency
and accuracy of reporting. In fulfilling its
responsibilities, the Audit Committee reviews the
processes the CEO and CFO have in place to
support their declarations to the Board.

Recommendation 4.2

Declarations

In accordance with section 295A of the Corporations
Act 2001, for the Reporting Period, the Executives
primarily and directly responsible to the Directors for
the general and overall management of the
Company have declared to the Board that:

« the financial records of the Company have
been properly maintained in accordance
with section 286 of the Corporations Act
2001;

+ the financial statements and the notes to the
financial statements comply with Australian
Accounting Standards, the Corporations
Regulations 2001 and other mandatory
professional reporting requirements; and
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+ the financial statements and the notes to the
financial statements give a true and fair view
of the financial position and performance of
the Company and consolidated entity.

In addition, the CEO and CFO have stated to the
Board in writing that:

« the Company’s financial report is founded
on sound systems of risk management
and internal compliance and control which
implements the policies adopted by the
Board; and

» the Company’s risk management and
internal compliance and control system
is operating effectively in all material
respects.

The Company has the following guiding
principles to ensure the independence of the
external auditor:

1. the Audit Committee will review and assess
the independence of the external auditor,
including but not limited to any relationships
with the Company or any other entity that
may impair the external auditor’s judgement
or independence in respect of the
Company;

2. the Audit Committee will request an annual
confirmation of independence from the
external auditor, will track during each year
the amount of non-audit work being
undertaken by the external auditor;

3. the amount of non-audit work performed by
the external auditor will be minimised, with
approval from the Audit Committee (or the
Committee Chair in certain specific
circumstances) being required before any
work is undertaken by the external auditor;
and

4. the Audit Committee will require the rotation
of the audit signing partner and the
independence review partner every five
years. PricewaterhouseCoopers has
provided the Audit Committee with a
confirmation of its independence for the
Reporting Period. The Board has
determined that it is satisfied as to the
independence of the external auditor in
relation to the Reporting Period and the
audit of the Financial Report for the
Reporting Period.

Recommendation 4.3

The Board requests that flexigroup’s external
auditor, attends the Annual General Meeting of
the Company and is available to answer
shareholder questions relating to the audit of the
Company’s financial statements, preparation and
content of the auditor’s report, the accounting
policies adopted by the Company, and auditor
independence.
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PRINCIPLE 5 — MAKE TIMELY AND
BALANCED DISCLOSURE

The Board recognises the importance of keeping
the market fully informed of the Company’s activities
and of communicating openly and clearly with all
stakeholders.

The Company has a Disclosure and
Communication Policy to ensure compliance with
the continuous disclosure requirements in the ASX
Listing Rules and the Corporations Act 2001.
Specifically, the Disclosure and Communication
Policy outlines the corporate governance
measures adopted by the Company to further its
commitments and provides detailed information
regarding flexigroup's:

e Continuous disclosure obligations;

e Disclosure roles, responsibilities and
internal procedures;

e Disclosure matters generally;

e Market communications; and

e Shareholder communications.

The Company has established a Disclosure
Committee which manages the Company’s
compliance with its disclosure obligations and the
Disclosure and Communication Policy. The
Disclosure Committee is made up of the Company
Secretary, CEO and CFO. The Company’s
Disclosure and Communication Policy is available
on the Company’s website at
https://www.flexigroup.com.au/investor-
centre/corporate-governance

Information considered to require disclosure is
announced immediately through the ASX. Key
presentations given by Company personnel to
investors and institutions are also lodged
simultaneously with the ASX. Following the
lodgement of an announcement with ASX, key
communications are placed on the Company’s
website. General and historical information about the
Company and its operations is also available on the
Company’s website.
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PRINCIPLE 6 — RESPECT THE
RIGHTS OF SHAREHOLDERS

It is the Board’s aim that the Company maintains
effective communications and keeps its shareholders
fully informed of significant developments and
activities of the Company, as well as provide them
with the facilities to allow them to effectively exercise
their rights as security holders.

This commitment is achieved by:

» complying with the ASX Listing Rules and
the Corporations Act 2001 continuous
disclosure and reporting requirements;

- distribution of the Annual Report to all
shareholders other than any who notify the
Company that they do not wish to receive it,
as well as publishing Annual Reports and
financial statements on the Company’s
website at
https://www.flexigroup.com.au/investor-
centre/results-and-reports;

* holding an accessible and informative Annual
General Meeting (AGM). The Board requires
the external auditor to attend the AGM and be
available to answer shareholder questions
relating to the audit of the Company’s financial
statements, preparation and content of the
auditor’s report, the accounting policies
adopted by the Company, and auditor
independence;

* regularly updating the Company’s website
(www.flexigroup.com.au) to include annual
and interim reports, market announcements
and presentations as well as financial and
shareholder information to ensure
transparency and a high level of
communication of the Company’s operations
and financial situation, to the extent that this
information is not commercially sensitive or
confidential; and

* responding to questions and comments at the
AGM submitted by shareholders to the
Company in advance of the AGM.

flexigroup encourages direct electronic contact
from shareholders — the Company’s website has a
“contact us” section which allows shareholders to
submit an electronic form with questions or
comments and sets out the phone number and a
link to email the Company’s share registry.
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PRINCIPLE 7 — RECOGNISE
AND MANAGE RISK

Risk Management

The Board recognises that risk management and
internal controls are fundamental to sound
management and that oversight of such matters is a
key responsibility of the Board. The Company has a
risk management policy framework and governance
structure designed to ensure that the risks of
conducting business are properly managed.
Management is responsible to the Board for
identifying, managing, reporting upon and
implementing measures to address risk.

Recommendation 7.1

The Board oversees and reviews the effectiveness of
risk management at all levels across the Company
and is assisted and advised in this role by the Risk
and Compliance Committee.

Risk and Compliance Committee

The Risk and Compliance Committee is chaired by an
independent Non- Executive Director, and for part of
the Reporting Period comprised of two independent
Non-Executive Directors and an Executive Director,
with two senior Executives of the Company. For the
remainder of the Reporting Period the Committee
comprised two independent Non-Executive Directors.
All members had appropriate risk, compliance and
governance expertise to act effectively as members
of the Committee, as determined by the Board.

Given the small size of the Board, it was determined
that the Risk and Compliance Committee would be
able to discharge its obligations through the
appointment of two experienced independent
Directors who are able to bring an inquiring mind and
history of sound and prudent enterprise risk
management, initially supported by having three
senior Executives — including an Executive Director —
as members.

Following Mr Brewis-Weston’s resignation it was
determined that senior Executives, with specific
responsibilities encompassing credit, operational and
compliance, and legal and regulatory risk, would be
better placed as management contributors to the
Committee’s independent discussion, rather than
acting in a role where there could be a perceived
conflict interest between their management and
oversight responsibilities.

The qualifications and experience of the Directors on
the Risk and Compliance Committee are set out in
the Annual Report along with the number of times the
Risk and Compliance Committee met throughout the
Reporting Period and the attendance rates of its
members. The Risk and Compliance Committee
Charter which sets out the role and responsibilities of
the Committee is disclosed on the Company’s
website at https://www.flexigroup.com.au/investor-
centre/corporate-governance.

The Risk and Compliance Committee provides advice
and assistance to the Board in fulfilling the Board’s
corporate governance and oversight responsibilities
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in relation to how risk is identified, assessed and
managed across the Group. In addition, the
Committee is responsible for assessing significant
risks and compliance with internal and external
requirements during the Reporting Period.

The Risk and Compliance Committee has
responsibility for managing risk. However, ultimate
responsibility for risk oversight and risk management
vests with the Board. The Company has identified key
risks within the business. In the ordinary course of
business, management monitors and manages these
risks. Key operational and financial risks are
presented to and reviewed by the Committee.

Recommendation 7.2

The Board delegates the review of the Company’s
risk management framework to the Risk and
Compliance Committee. The Committee has
taken the opportunity to review the Group risk
management framework and risk management
operations to obtain greater clarity on where
material risks sit across the organisation, and
where investment has been made in improving
risk management capability and processes, and
where further enhancements can be made.
Enhancements to the reporting on the different
risk classes continues to occur.

Recommendation 7.3

During the year flexigroup did not have a
formal internal audit function, but rather
continually reviewed and refined processes and
policies to enhance efficiencies and the internal
control environment. Since the end of the year
flexigroup has engaged an external party to
provide internal audit services. The internal
auditor will report to the Audit Committee, which
will also be responsible for assessing the
performance of the internal auditor.

Recommendation 7.4

flexigroup is dedicated to effectively managing all
material risks faced by the Company including its
exposure to economic, environmental or social
sustainability risks. Further information regarding
flexigroup's approach to environmental and social
sustainability issues can be found in the Sustainability
Performance section of the Company’s 2019 Annual
Report.
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PRINCIPLE 8 - REMUNERATE
FAIRLY AND RESPONSIBLY

The Board has a Remuneration Committee, which
has a Remuneration Committee Charter available
on the Company’s website at
https://www.flexigroup.com.au/investor-centre/corporate-

governance.

Recommendation 8.1

The Company’s Remuneration Committee is
comprised of three members, with Ms Campbell
having joined the Committee on 15 November 2018.
During the Reporting Period, all the members on the
Remuneration Committee were independent Non-
Executive Directors, including the Chair.

Details of the number of meetings of the
Remuneration Committee held during the Reporting
Period and of each member’s attendance at those
meetings are set out in the Annual Report.

The Company has performance appraisal and
remuneration policies for the Company’s
management, with a process in place for Director
remuneration to be reviewed from time to time.

The CEQ’s performance evaluation of key Executives
is periodically reviewed by the Remuneration
Committee. The CEQ’s performance evaluation is
undertaken by the Remuneration Committee.

The Remuneration Committee assists and advises
the Board on remuneration policies and practices for
the Board, the CEO, senior management and other
persons whose activities, individually or collectively,
affect the financial soundness of the Company.

The Remuneration Committee’s responsibilities
include:

the ongoing appropriateness and relevance
of the remuneration framework for the
chairman and the Non-Executive Directors
(including the process by which any
shareholder approved pool of Directors’ fees
is allocated to Directors);

the Company’s policy on remuneration for the
CEO and senior management, any changes
to the policy and the implementation of the
policy (including any shareholder approvals
required);

the total remuneration packages for the CEO
and senior management (including base pay,
incentive payments, equity-based awards,
superannuation and other retirement rights,
employment contracts), any changes to
remuneration packages and recommending
proposed award after performance evaluation
procedures;

the Company’s recruitment, retention and
termination policies for the CEO and senior
management and any changes to those
policies;

incentive schemes, if appropriate, for the
CEO and senior management;
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+ equity based plans, if appropriate, for the
CEO, senior management and other
employees;

* superannuation arrangements for Directors
and management;

* monitoring and providing input to the
Board regarding:

o legislative, regulatory or market
developments likely to have a
significant impact on the Company and
legislative compliance in employment
issues;

o the remuneration trends across the
Company; and

o major changes to employee benefits
structures in the Company

Recommendation 8.2

Remuneration Report

In accordance with section 300A of the Corporations
Act 2001, disclosures in relation to Director and
Executive remuneration are included in a separate
component of the Directors’ Report, entitled
Remuneration Report. The Remuneration Report is
set out in the Annual Report and contains details of
the Company’s remuneration philosophy, structure,
including fixed and variable remuneration.

Board Remuneration

Remuneration of the Non-Executive Directors is
fixed and designed to ensure that Board
membership of an appropriate mix and calibre is
maintained and aligned with remuneration trends
in the marketplace. Remuneration levels and
trends are reviewed with the assistance of
independent external remuneration consultant
when appropriate.

CEO and Executive Remuneration

The underlying principles of risk and reward for
performance remuneration are set out in the
Remuneration Report. These principles recognise the
different levels of contribution of management to the
short-term and long-term success of the Company. A
key element is the principle of reward for performance
that is dependent upon both personal and Company
performance. Every employee undergoes a formal
performance appraisal each financial year, which is
used, in part, to determine that employee’s
remuneration in the financial year ahead.

The CEQ’s performance is continuously monitored
and annually assessed. The assessment is used to
determine, in part, the level of “at risk” remuneration
paid to the CEO.

Recommendation 8.3

As set out above, the Company offers equity-
based plans, if appropriate, for the CEO, senior
management and other employees. The
Company’s Trading Policy prohibits participants
in equity-based plans from entering into
transactions which limit the economic risk of
participating in the equity-based plan whilst the
relevant interests granted pursuant to an equity-
based plan remain unvested. The Company’s
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Trading Policy is disclosed on the Company’s
website at https://www.flexigroup.com.au/investor-
centre/corporate-governance.
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