Rules 4.7.3 and 4.10.31

Appendix 4G

Key to Disclosures
Corporate Governance Council Principles and Recommendations

Name of entity:

SurfStitch Group Limited

ABN: Financial year ended:

48 602 288 004 30 June 2016

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

These pages of our annual report: Pages 15 to 27

O This URL on our website:

The Corporate Governance Statement is accurate and up to date as at 10 October 2016 and has been approved by the
board.

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

Date: 24 October 2016

Name and Director or Secretary authorising lodgement:
Karen Birner
Group Chief Financial Officer and Company Secretary

" 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. You can, if you wish, delete the option which is not applicable.

Throughout this form, where you are given two or more options to select, you can, if you wish, delete any option which is not applicable and just
retain the option that is applicable. If you select an option that includes “OR” at the end of the selection and you delete the other options, you can
also, if you wish, delete the “OR” at the end of the selection.
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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

1.1 Alisted entity should disclose:

(@)  the respective roles and responsibilities of its board and
management; and

(b)  those matters expressly reserved to the board and those
delegated to management.

... the fact that we follow this recommendation:

in our Corporate Governance Statement (refer to Surfstitch
Group Annual Report 2016, page 15)
... 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):

in our Corporate Governance Statement (refer to Surfstitch
Group Annual Report 2016, page 15)

1.2 A listed entity should: ... the fact that we follow this recommendation: -
(@)  undertake appropriate checks before appointing a person, or in our Corporate Governance Statement (refer to Surfstitch
puttmg forward to security holders a candidate for election, Group Annual Report 2016, page 17)
as a director; and . .
(b)  provide security holders with all material information in its in our Corporate Governance Statement (refer to Surfstitch
possession relevant to a decision on whether or not to elect Group Annual Report 2016, page 20)
or re-elect a director.
1.3 A listed entity should have a written agreement with each director ... the fact that we follow this recommendation: -
and senior executive setting out the terms of their appointment. in our Corporate Governance Statement (refer to Surfstitch
Group Annual Report 2016, page 17)
14 The company secretary of a listed entity should be accountable ... the fact that we follow this recommendation: -

directly to the board, through the chair, on all matters to do with the
proper functioning of the board.

in our Corporate Governance Statement (refer to Surfstitch
Group Annual Report 2016, page 18)

4 If you have followed all of the Council's recommendations in full for the whole of the period above, you can, if you wish, delete this column from the form and re-format it.
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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 ...*

15 A listed entity should: ... the fact that we have a diversity policy that complies with -
(@)  have a diversity policy which includes requirements for the paragraph (a):
board or a relevant committee of the board to set - in our Corporate Governance Statement (refer to Surfstitch
measurable objectives for aghleymg gender d|v§rs‘|ty and to Group Annual Report 2016, page 18)
assess annually both the objectives and the entity’s progress o , )
in achieving them: ... and a copy of our diversity policy or a summary of it:
(b)  disclose that policy or a summary of it; and in our Corporate Governance Statement (refer to Surfstitch
(c) disclose as at the end of each reporting period the Group Annual Report 2016, page 18)
measurable objectives for achieving gender diversity set by ... and the measurable objectives for achieving gender diversity set by
the board or a relevant committee of the board in accordance | the board or a relevant committee of the board in accordance with our
with the entity’s diversity policy and its progress towards diversity policy and our progress towards achieving them:
achieving them .and e|ther.. in our Corporate Governance Statement (refer to Surfstitch
(1) the respectlvg proporthns of men and women on the Group Annual Report 2016, page 18)
board, in senior executive positions and across the ) . .
whole organisation (including how the entity has defined | - and the information referred to in paragraphs (c)(1) or (2):
“senior executive” for these purposes); or in our Corporate Governance Statement (refer to Surfstitch
(2) if the entity is a “relevant employer” under the Workplace Group Annual Report 2016, page 18)
Gender Equality Act, the entity’s most recent “Gender
Equality Indicators”, as defined in and published under
that Act.
16 A listed entity should: ... the evaluation process referred to in paragraph (a): -
(&) have and disclose a process for periodically evaluating the in our Corporate Governance Statement (refer to Surfstitch
pgrformance of the board, its committees and individual Group Annual Report 2016, page 17)
directors; and dthe inf i ferred to i h (b)
... and the information referred to in paragra :
(b)  disclose, in relation to each reporting period, whether a paragrap
performance evaluation was undertaken in the reporting in our Corporate Governance Statement (refer to Surfstitch
period in accordance with that process. Group Annual Report 2016, page 17)
1.7 A listed entity should: ... the evaluation process referred to in paragraph (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.

in our Corporate Governance Statement (refer to Surfstitch
Group Annual Report 2016, page 17)

... and the information referred to in paragraph (b):

in our Corporate Governance Statement (refer to Surfstitch
Group Annual Report 2016, page 17)
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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:
(@)  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) ifit 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):

in our Corporate Governance Statement (refer to Surfstitch
Group Annual Report 2016, page 16)

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

at www.surfstitchgroup.com/investors/downloads/

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

in our Corporate Governance Statement (refer to Surfstitch
Group Annual Report 2016, page 28)

2.2 A listed entity should have and disclose a board skills matrix
setting out the mix of skills and diversity that the board currently
has or is looking to achieve in its membership.

... our board skills matrix:

in our Corporate Governance Statement (refer to Surfstitch
Group Annual Report 2016, page 19)

2.3 A listed entity should disclose:
(@) the names of the directors considered by the board to be
independent directors;

(b) ifadirector has an interest, position, association or
relationship of the type described in Box 2.3 but the board
is of the opinion that it does not compromise the
independence of the director, the nature of the interest,
position, association or relationship in question and an
explanation of why the board is of that opinion; and

(c) the length of service of each director.

... the names of the directors considered by the board to be
independent directors:

in our Corporate Governance Statement (refer to Surfstitch Group
Annual Report 2016, page 18)
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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 ...*

24 A majority of the board of a listed entity should be independent ... the fact that we follow this recommendation: -
directors. in our Corporate Governance Statement (refer to Surfstitch
Group Annual Report 2016, page 18)
2.5 The chair of the board of a listed entity should be an independent | ... the fact that we follow this recommendation: -
?:llrzecc);tg; ta;]r;d,e:]r;iglartlcular, should not be the same person as the in our Corporate Governance Statement (refer to Surfstitch
' Group Annual Report 2016, page 18)
2.6 Alisted entity should have a program for inducting new directors | ... the fact that we follow this recommendation: -

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

in our Corporate Governance Statement (refer to Surfstitch
Group Annual Report 2016, page 19)

PRINCIPLE 3 - ACT ETHICALLY AND RESPONSIBLY

3.1

A listed entity should:

(@) 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:

in our Corporate Governance Statement (refer to Surfstitch
Group Annual Report 2016, page 19)

in our Corporate Governance Statement (refer to Surfstitch
Group Annual Report 2016, page 19)
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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 4 - SAFEGUARD INTEGRITY IN CORPORATE REPORTING

4.1

The board of a listed entity should:

(@)

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

(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

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.

During the reporting period Surfstitch Group Limited followed all of the
recommendation in full except 4.1(a)(1). The Audit, Risk and
Compliance Committee (“ARCC”) currently consists of two
independent Non-Executive Directors with the Managing Director
attending meetings by invitations. Non-compliance will be rectified in
Financial Year 2017.

The fact that we follow the recommendation of 4.1(a)(2):

in our Corporate Governance Statement (refer to Surfstitch
Group Annual Report 2016, page 16)

A copy of the Audit, Risk and Compliance Committee Charter is
available at:

at www.surfstitchgroup.com/investors/downloads/

The fact that we follow the recommendation of 4.1(a)(4):

in our Corporate Governance Statement (refer to Surfstitch
Group Annual Report 2016, pages 3-4)

The fact that we follow the recommendation of 4.1(a)(5):

in our Corporate Governance Statement (refer to Surfstitch
Group Annual Report 2016, page 28)
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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 ...*

4.2

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:

in our Corporate Governance Statement (refer to Surfstitch
Group Annual Report 2016, page 20)

4.3

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:

in our Corporate Governance Statement (refer to Surfstitch
Group Annual Report 2016, page 20)

PRINCIPLE 5 - MAKE TIMELY AND BALANCED DISCLOSURE

5.1

A listed entity should:

(@)  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:

in our Corporate Governance Statement (refer to Surfstitch
Group Annual Report 2016, page 20)

in our Corporate Governance Statement (refer to Surfstitch
Group Annual Report 2016, page 20)

PRINCIPLE 6 - RESPECT THE RIGHTS OF SECURITY HOLDERS

6.1 A listed entity should provide information about itself and its ... information about us and our governance on our website: -
governance to investors via its website. in our Corporate Governance Statement (refer to Surfstitch
Group Annual Report 2016, page 20)
6.2 A listed entity should design and implement an investor relations | ... the fact that we follow this recommendation: -

program to facilitate effective two-way communication with
investors.

in our Corporate Governance Statement (refer to Surfstitch
Group Annual Report 2016, page 20)
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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 ...*

6.3 A listed entity should disclose the policies and processes it hasin | ... our policies and processes for facilitating and encouraging -
place to facilitate and encourage participation at meetings of participation at meetings of security holders:
security holders. in our Corporate Governance Statement (refer to Surfstitch
Group Annual Report 2016, page 21)
6.4 A listed entity should give security holders the option to receive ... the fact that we follow this recommendation:

communications from, and send communications to, the entity
and its security registry electronically.

in our Corporate Governance Statement (refer to Surfstitch
Group Annual Report 2016, page 21)

PRINCIPLE 7 - RECOGNISE AND MANAGE RISK

7.1

The board of a listed entity should:

(@) 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) ifit 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.

... the fact that we have a committee or committees to oversee risk
that comply with paragraphs (1) and (2):

in our Corporate Governance Statement (refer to Surfstitch
Group Annual Report 2016, page 16)

... and a copy of the charter of the committee:
at www.surfstitchgroup.com/investors/downloads/
... and the information referred to in paragraphs (4) and (5):

in our Corporate Governance Statement (refer to Surfstitch
Group Annual Report 2016, page 28)
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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 ...*

7.2 The board or a committee of the board should: ... the fact that board or a committee of the board reviews the entity's | -
(@) review the entity's risk management framework at least risk management framework at least annually to satisfy itself that it
annually to satisfy itself that it continues to be sound; and | continues to be sound:
(b)  disclose, in relation to each reporting period, whether such in our Corporate Governance Statement (refer to Surfstitch
a review has taken place. Group Annual Report 2016, page 21)
... and that such a review has taken place in the reporting period
covered by this Appendix 4G:
in our Corporate Governance Statement (refer to Surfstitch
Group Annual Report 2016, page 21)
7.3 A listed entity should disclose: ... the fact that we do not have an internal audit function and the -
(a) ifit has an internal audit function, how the function is processes we employ for evaluating and continually improving the
structured and what role it performs; or effectiveness of our risk management and internal control processes:
(b) ifit does not have an internal audit function, that fact and in our Corporate Governance Statement (refer to Surfstitch
the processes it employs for evaluating and continually Group Annual Report 2016, page 22)
improving the effectiveness of its risk management and
internal control processes.
7.4 A listed entity should disclose whether it has any material ... whether we have any material exposure to economic, -

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:

in our Corporate Governance Statement (refer to Surfstitch
Group Annual Report 2016, page 22)
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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: ... the fact that we have a remuneration committee that complies with | -
(a) have a remuneration committee which: paragraphs (1) and (2):
(1) has at least three members, a majority of whom are in our Corporate Governance Statement (refer to Surfstitch
independent directors; and Group Annual Report 2016, page 16)
(2) is chaired by an independent director, ... and a copy of the charter of the committee:
and disclose: at www.surfstitchgroup.com/investors/downloads/
(3) the charter of the commiftee; ... and the information referred to in paragraphs (4) and (5):
(4) the members of the committee; and ) )
. . in our Corporate Governance Statement (refer to Surfstitch
(5) as at the end of each reporting period, the number of Groun Annual Renort 2016 28
times the committee met throughout the period and foup Annual Repo - page 28)
the individual attendances of the members at those
meetings; or
(b) ifit 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.
8.2 A listed entity should separately disclose its policies and ... separately our remuneration policies and practices regarding the -
practices regarding the remuneration of non-executive directors remuneration of non-executive directors and the remuneration of
and the remuneration of executive directors and other senior executive directors and other senior executives:
execives. in our Corporate Governance Statement (refer to Surfstitch
Group Annual Report 2016, page 22)
8.3 A listed entity which has an equity-based remuneration scheme ... our policy on this issue or a summary of it: -

should:

(@) 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.

in our Corporate Governance Statement (refer to Surfstitch
Group Annual Report 2016, page 22). Refer also to Surfstitch Group
Policy for Dealing in Securities available at:
www.surfstitchgroup.com/investors/downloads/
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Dear Shareholder

The 2016 financial year was one of contrast and challenge for SurfStitch. The Company started its first full year
as a public company with high expectations, ambitious growth targets and a strategic vision to create a global
community of engaged consumers who could obtain a wide range of products and services to enhance an
action sports (and especially surf) lifestyle. These objectives were not met and the business fell materially short
of all plans and projections, incurring a loss after tax of $154.7 million.

Since the end of the financial year, there have been significant changes at SurfStitch. Under a new leadership
team, the Company has begun a reorganisation and restructure program designed to stem cash outflow,
reduce operating losses and, most importantly, refocus the business on our core competency of online retail.
The goal of this program in financial year 2017, is to deliver a leaner, higher margin business while at the same
time maintaining rigorous cost controls and conserving cash.

We believe that, at its core, SurfStitch is a strong and credible business. It is the job of the management team to
leverage this strength and to rebuild confidence in the business with all key stakeholders; our consumers,
shareholders, suppliers, employees and the broader investment community.

We would like to express our sincere thanks to each and every hard working and enthusiastic team member in
each of our regions. Everyone at SurfStitch, Swell and Surfdome has worked well together under difficult
circumstances over the course of this year and it is gratifying to see them focused on, and committed to, the
SurfStitch business.

To our shareholders and suppliers, thank you for your support during a tough period; it is greatly appreciated.

Yours sincerely

pron v

Sam Weiss Mike Sonand

Chairman Chief Executive Officer

SurfStitch Group Limited 2016 Annual Report 2



Non-Executive Directors

Independent Non-
Executive Chairman

Appointment to the
Board
1 July 2016

Appointment as
Chairman
1 August 2016

Committee
memberships
Audit, Risk and
Compliance;
Remuneration and
Nomination

Qualifications

Graduate of Harvard
University and the
Columbia University School
of Business Administration

Skills and experience
Sam has more than 30
years experience in
technology, retail and
eCommerce.

Directorships of listed
entities

(last three years)
Chairman of Altium Limited
and 3P Learning Limited
and a Non Executive
Director of Ensogo Limited
until 1 October 2016.
Previously a director of
Oroton Group Limited,
Breville Group Limited and
iProperty Limited.

SurfStitch Group Limited

Independent Non-
Executive Director

Appointment to the
Board
7 November 2014

Committee
memberships

Audit, Risk and
Compliance (Chairman);
Remuneration and
Nomination

Qualifications

Master of Science from
the University of
Melbourne

Skills and experience
Stephen has more than
25 years of retail
experience, having
previously worked for
David Jones, Myer and
Officeworks across a
broad range of areas
including finance,
strategic planning,
merchandise, stores,
logistics, supply chain
and property.

Directorships of listed
entities

(last three years)
Currently a non-
executive director at JB
Hi-Fi Limited. Previously
a non-executive director
at Pacific Brands Ltd.

Independent Non-
Executive Director

Appointment to the
Board
11 June 2015

Committee
memberships
Remuneration and
Nomination

Qualifications
Graduate Member of the
Australian Institute of
Company Directors
Graduate Certificate in
Change Management

Skills and experience
Jane is an experienced
senior level executive
with technology, media
and telecommunications
experience. Jane is
currently the Managing
Director of Pandora
Internet Radio Australia.
Prior to this Jane held a
number of senior
executive roles including
General Manager — CEO
at Fairfax Digital (Metro
Media), Head of Mass
Market at Vodafone; and
various Director roles with
Microsoft Corporation.

Directorships of listed
entities

(last three years)
Pandora Media Pty Ltd
(subsidiary of Pandora
Media, Inc; NYSE:P)

Former Independent Non-
Executive Chairman

Appointment to the
Board
13 October 2014

Resignation from the
Board
1 August 2016

Committee memberships
Audit, Risk and
Compliance;
Remuneration and
Nomination (Chairman)

Qualifications

Fellow of the Australian
Institute of Company
Directors

Bachelor of Economics
from Monash University

Skills and experience
Howard has significant
retail and fashion
experience with over 35
years in consumer goods
industries. Howard was
previously a Senior
Executive at Pacific Dunlop
Ltd, prior to joining Just
Group as Managing
Director for a period of 9
years. Howard was
Chairman of Myer Ltd from
August 2009 to October
2012, and a Director of
Myer Ltd from November
2006.

Directorships of listed

entities (last three years)
None.
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Executive Directors

Chief Executive Officer
and Managing Director

Appointment to the
Board
15 July 2016

Committee
memberships
None

Qualifications
Bachelor of Economics
from Monash University

Skills and experience
Mike has an extensive
career in the retail sector
both in Australia and
internationally. He has
held the position of COO
at Charles Parsons Group,
CEO at M Webster
Holdings, Group General
Manager Outerwear and
Sport at Pacific Brands
and various executive
positions at Globe
International and the Just
Jeans Group.

Directorships of listed
entities

(last three years)
None

SurfStitch Group Limited

Director of Business
Development

Appointment to the
Board
13 October 2014

Committee
memberships
None

Qualifications
Master of Arts from
Macquarie University

Skills and experience
Lex co-founded the
SurfStitch business in
2007 and has since held
several senior
management roles in the
Australian, European and
North American
operations.

Before co-founding
SurfStitch, Lex had over
15 years of experience in
surfwear retailing, having
previously worked as the
operations manager for
Surfection, a surf retail

chain in New South Wales.

Directorships of listed
entities

(last three years)
None

Director of Global
Support

Appointment to the
Board
16 December 2014

Committee
memberships
None

Qualifications
Bachelor of Science in
Economics from
University College
London

Skills and experience
Justin founded the
Surfdome business in
2006 and has held the
Managing Director role
since. Justin has over
nine years experience in
online action sports
retailing.

Directorships of listed
entities

(last three years)
None

Former Chief Executive
Officer and Former
Managing Director

Appointment to the
Board
13 October 2014

Cessation from the
Board
9 March 2016

Committee
memberships
None

Qualifications
Bachelor of Commerce
from University of Sydney

Skills and experience
Justin co-founded the
SurfStitch business in 2007
and until he ceased to be
employed by the SurfStitch
Group in March 2016, held
several senior management
roles in the Australian and
European operations.

Before co-founding
SurfStitch, Justin had over
15 years of experience in
the finance industry having
worked previously as Head
of Equities and Research at
Commonwealth Bank, and
previous positions as
Director of
Telecommunications
Research at Credit Suisse,
ABN Amro and Merrill
Lynch.

Directorships of listed
entities

(last three years)
None
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The Operating and Financial Review (“OFR”) is
provided to assist shareholders’ understanding of the
performance of SurfStitch Group Limited (the
“Company”) and its subsidiaries (collectively referred
to as the “Group” or “SurfStitch Group”), and the
factors underlying the Group results and financial
position.

This review complements the financial statements and
related notes on pages 49 to 119, and the
announcement and investor presentation dated 30
August 2016.

This review covers the period from 1 July 2015 to 30
June 2016, and reflects the Group’s underlying
performance, adjusted for asset impairment charges,
items considered unusual or non-recurring in nature,
and share-based payments.

Given the Group completed a corporate restructure
and Initial Public Offering (“IPO”) on the Australian
Securities Exchange on 16 December 2014,
comparisons to the previous financial year are
provided on a Pro Forma basis, prepared as
presented in the FY 15 Earnings Release and Investor
Presentation as announced on the ASX platform on
27 August 2015.

All references to Statutory Results in this report refer
to Statutory Results of continued operations.

SUMMARY OF FINANCIAL RESULTS

In FY16 underlying revenue increased $36.2 million
(18%) to $235.6 million, underlying EBITDA

decreased to a loss of $18.8 million, and underlying
profit before tax decreased to a loss of $18.9 million.

Profitability and cash flow weakened as underlying
gross margins fell to 40% from 46% in the prior period,
and underlying expenses increased by $27.9 million to
$111.8 million.

$A millions Underlying Pro Forma Change
FY16 FY15

Revenue 235.6 199.4 18%

Gross profit 93.0 91.6 2%

Gross margin 40% 46%  (644bps)

EBITDA (18.8) 7.7 (345%)

PBT (18.9) 4.1 (560%)

Further detail on the statutory and non-IFRS financial
results are provided on page 9.

SurfStitch Group Limited

OPERATING REVIEW

SurfStitch Group is an industry leading online global
action sports and youth culture network with
eCommerce and media capabilities, with major
operations in Australia, UK, and North America.

We have a team of approximately 485 employees
around the globe to carry out our core functions,
including sales and marketing, product development,
production, distribution, information technology and
corporate activities.

Our business model is powered by our six
eCommerce and media platforms representing a
digital ecosystem capable of capturing and influencing
all points of the surf and action sports lifestyle cycle.

eCOMMERCE PLATFORMS

SurfStitch.com (Gold Coast, AUS)
Surfdome.com (London, UK)
SWELL.com (California, US)

MEDIA PLATFORMS

Magicseaweed.com (Devon, UK)
Stabmag.com (Bondi, AUS)
Garageentertainment.com.au (Manly, AUS)

Each platform operates separately on a day-to-day
basis, as each business unit pursues regional
strategies. We are progressively moving toward a
global model where each region shares infrastructure,
resources and information including retail
management, merchandise planning, digital
marketing, business intelligence finance and
technology.

This will enable the Group to continue scaling and
benefit from operational efficiencies as numerous
regional functions are consolidated where replication
and duplication exists today.
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SurfStitch Group offers leading Action Sports brands
which appeal to teens and young adults that
participate in Action Sports or identify with the Action
Sports lifestyle.

The Group operates three eCommerce websites
targeting three separate geographic regions, shipping
to over 136 countries from fulfilment centres located in
Australia, UK and US.

INVESTMENTS

In this past year we have made significant investment
in the infrastructure we need to support our future
growth.

To assist in managing growth in volume of product
sold we expanded our UK and Australian warehouses,
the UK by 25% and Australia by 40%, successfully
improving productivity levels in both. In addition to
allowing for growth, it enabled us to integrate the
fulfilment operations for Surfdome and Magicseaweed
into one location.

In our search for new ways to connect with our
customers, we continued with our investment in media
platforms including the acquisition of Garage
Entertainment and Production (“Garage”) (see
Content Marketing section below).

BRANDS AND PRODUCT

We work closely with the world's leading brands to
bring our customers exclusive or limited edition styles
not generally available from other retailers. Our teams
are also engaging with exciting, emerging new brands
to deliver to our customers the freshest assortment of
curated styles.

The merchandise team has been actively reducing
both the number of brands, and breadth of product
assortment available on our websites so that
customers have a clearer, focused product
proposition. We are well advanced in brand
rationalisation from 700 to 350 brands.

A global vertical product team was established during
the year to oversee the development of a global range
of vertical men’s and women’s apparel and
accessories. The launch of our first range in August
2016 will provide a significant boost to gross profit
margins in coming months and years, as the vertical
representation expands.

SurfStitch Group Limited

We expect that the vertical offer will eventually
represent up to 20% of the Group’s product offer.

There is an increasing need to find new and relevant
ways of attracting and engaging with potential
customers while remaining relevant and authentic.

In November 2015, SurfStitch Group acquired
Garage, adding to its stable of media assets,
Magicseaweed and Stab Magazine, acquired in May
2015.

The ownership of the media assets is part of
SurfStitch Group’s strategy to become the global
destination for action sports and youth lifestyle content
and online retail.

The potential to leverage content from Garage,
Magicseaweed and Stab within the SurfStitch Group
and enhance customer engagement throughout our
eCommerce platforms is significant and represents a
digital ecosystem capable of capturing and influencing
customers at all points of the surf and action sports
lifestyle cycle.

Magicseaweed is the world’s largest user generated
surf content network, providing forecasting and live
reporting of over 4,000 beaches across the globe.

Magicseaweed serves the key markets of North
America, Europe and Australia, attracting over 1.5
million unique monthly users to its site, and over 1
million app downloads.

SHAR: -

Stab is the world’s leading online surf publishing
network. Stab Magazine originated as a style and surf
print magazine, and leveraged its strong relationships

with brands and athletes to launch its successful
digital platform.

Representing a credible voice with the millennial surf
culture, talking directly with today’s most challenging
and sought after market demographic. Stab Magazine
drives over 0.6 million unique monthly users to its site.
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GARAGE

UNLOCK ADVENTURE

Garage Entertainment and Production (“Garage”)
joined the SurfStitch Group in November 2015.
Garage produces and digitally distributes premium
action and extreme sports long form files and TV
content. It has the largest library of action sports
online with over 3,000 titles which it distributes
through its own SVOD platform and dedicated TV
channels.

In addition, Garage has released some of the most
notable titles in action sports including the highly
acclaimed Australian documentaries ‘Bra Boys’ and
‘You and Me'.

In December 2015, the SurfStitch Group acquired
100% of the equity of SHI Holdings Pty Limited and its
subsidiaries (“Surf Hardware”), a global designer,
marketer and distributor of innovative and high
performance water board sports products and
accessories.

After a strategic review, announced to the market on
15 July 2016, management concluded that Surf
Hardware is a good business but does not represent a
strategic fit with SurfStitch Group, and Deloitte
Finance Advisory was appointed to advise and assist
in assessing opportunities for divestment.

SURF

HARDWARE ©

SurfStitch Group Limited
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FINANCIAL REVIEW

FY15 compargtive period non-IFR§ financial ' October 2014
presentations include pro forma adjustments which
comprise SurfStitch, Surfdome, SWELL,

Magicseaweed and Stab as if they were acquired as December 2014
at 1 July 2014 with their earnings included in all
periods shown within the dotted line below. December 2014

The section shaded dark grey represents the pre-
acquisition period for each entity, and is not included
in the FY15 or FY 16 statutory financial statements of

SurfStitch Group Limited.

April 2015

May 2015

We evaluate our results of operations on both an as
reported and a constant currency basis. The constant May 2015
currency presentation, which is a non-IFRS measure,

excludes the impact of fluctuations in foreign currency

November 2015

exchange rates. We believe providing constant

currency information provides valuable supplemental

information regarding our results of operations, November 2015
consistent with how we evaluate our performance. We

calculate constant currency amounts by converting December 2015
our current-period local currency financial results

using the prior-period exchange rates and comparing

these adjusted amounts to the prior-period results.

Surfstitch Group Limited

Surfstitch Holdings Pty Limited
Surfstitch Australia Pty Limited
Surfstitch US, Inc

Surfdome Shop Limited (UK)

Surfstitch (Europe) Pty Ltd
Magicseaweed Limited

Rollingyouth Pty Ltd trading as Stab
Rollingyouth US, Inc trading as Stab US
Garage Entertainment Australia Pty Ltd
TMG Pty Ltd ("Garage Entertainment")
SHI Holdings Pty Limited ("Surf Hardware")

SurfStitch Group Limited

Incorporation IPO Lising

Acquisition

Acquisition

SurfStitch Group Limited (“SGL”)
was incorporated

SGL lists on the Australian
Securities Exchange (“ASX”")

SGL acquires SurfStitch Holdings
Pty Limited (“SHPL”) and its
subsidiaries SurfStitch Australia,
SurfStitch France, Swell US and
Surfdome Shop UK.

Discontinues operations of
SurfStitch France

Capital raising to fund acquisitions
and provide working capital

Acquisition of Magicseaweed and
Stab Magazine

Acquisition of Garage
Entertainment

Capital raising to fund acquisitions
and provide working capital

Acquisition of Surf Hardware

]» Acquisition

Acquisition

Included in FY15 statutory financial reporting Included in FY16 statutory financial reporting

Included in FY15 pro forma financial reporting

2016 Annual Report 8



$A millions

Revenue

Gross profit

Gross profit margin %
EBITDA

EBITDA margin %

Underlying
FY16

235.6
93.0
40%

(18.8)
(8%)

Pro Forma
FY15

199.4
91.6
46%

7.7
4%

Variance
36.2

1.4
(644bps)
(26.5)
(1,184bps)

A reconciliation of non-IFRS results (underlying and pro forma) to statutory results is set out below.

$A millions

Underlying revenue

Pre-acquisition & discontinued trading
Content agreements

Statutory revenue

Underlying gross profit
Pre-acquisition & discontinued trading
Content agreements

Inventory impairment & rebates
Acquisition inventory fair value step up
Statutory gross profit

Underlying EBITDA

Pre-acquisition & discontinued trading
Content agreements

Inventory impairment & rebates
Acquisition inventory fair value step up
Goodwill, intangible and PPE impairment
Share-based payments

Acquisition related costs

IPO related costs

Restructure provisions

Special projects legal and professional fees

Statutory EBITDA

SurfStitch Group Limited

FY16
235.6

2.4
238.0
93.0
2.4
(10.3)
(1.0)
84.1
(18.8)
(2.4)
(10.3)
(1.0)
(89.0)
(10.4)
(4.1)
(2.0)

(1.1)
(139.1)

Variance %
18%

2%

(14%)
(345%)
(307%)

FY15
199.4
(101.5)

97.9
91.6
(42.6)

(5.9)
(5.8)
37.3
7.7
15

(34
(5.7
(19.7
(5.9
(5.4
(2.9
(1.3

D D D D e s

(35.1)
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relevant acquisitions (Surfdome and SWELL in
December 2014, Stab and Magicseaweed in

The Group experienced a deterioration in performance H2 of FY15 and Garage Entertainment and
reporting an underlying EBITDA loss of $18.8 million Surf Hardware in H1 of FY16) and three major
and a statutory EBITDA loss of $139.1 million in FY16. capital raisings; and

This decline in underlying earnings was the As yet unrealised synergies from new
cumulative effect of: acquisitions.

Increasingly challenging trading conditions,

particularly in North America;

Underlying revenue increased by 18% on a reported
basis in FY16, with newly acquired business units
contributing 64% of the total revenue growth. Revenue
growth for the existing business units was $13.2
million or 7%, mostly the result of favourable
fluctuations in the GBP to AUD exchange rate.
Revenue for existing business units increased by 2%
A rapid period of expansion which involved when evaluated on a constant currency basis.
significant management time in effecting the

A focus on increasing market share through
sales at lower margins - resulting in a 644bps
year on year decline in gross profit margin;

An increase in expenses driven by a fast
tracked global branding and eCommerce
platform;

As Reported Constant Currency
Contrib- Contrib-

Underlying Pro Forma ution to | Underlying ution to
$A millions FY16 FY1s Var Var % growth FY16 Var Var % growth
Existing 212.6 1994 132 7% 36% 203.4 4.0 2% 15%
operations
New 23.0 - 230 n/a 64% 22.2 22.2 n/a 85%
acquisitions®
Total revenue 235.6 199.4 36.2 18% 225.6 26.2 13%

A acquired during the FY 16 financial year

decreased by $2.4 million or 3%. A challenging
retail landscape coupled with the business’ deep
discounting to drive revenue growth resulted in
gross profit margins declining from 46% to 40%

Underlying gross profit increased by 2% on a
reported basis in FY 16, with newly acquired
business units contributing all of the gross profit
growth. Gross profit for existing business units
declined by $8.1 million or 9%. When evaluated during the financial year.
on a constant currency basis, total gross profit

As Reported Constant Currency
Underlying  Pro Forma Underlying
$A millions FY16 FY15 Var Var % FY16 Var Var %
Existing operations 83.5 91.6 (8.1) (9% 80.0 (11.6) (13%)
New acquisitions” 9.5 - 9.5 n/a 9.2 9.2 n/a
Total gross profit 93.0 91.6 14 2% 89.2 (2.4) (3%)
Gross profit margin 40% 46% (6%) (14%) 40% (6%) (14%)

A acquired during the FY16 financial year

SurfStitch Group Limited 2016 Annual Report 10



Underlying operating expenses increased in FY16 by 33% on a reported basis, with newly acquired business units

contributing 29% of the total increase to expenses. Operating expenses for existing business units increased by

$19.7 million or 24%. When evaluated on a constant currency basis, operating expenses for existing business units

increased by $13.2 million or 16%.

As Reported Constant Currency
Underlying Pro Forma Underlying
$A millions FY16 FY15 Var Var % FY16 Var Var %
Existing operations 103.6 83.9 (19.7) (24%) 97.1 (13.2) (16%)
New acquisitions” 8.2 - (8.2) n/a 7.8 (7.8) n/a
Total expenses 111.8 83.9 (27.9) (33%) 104.9 (21.0) (25%)
% of revenue 47% 42% (5%) (13%) 47% (5%) (13%)

A acquired during the FY16 financial year

The $19.7 million increase to underlying operating expense of existing business units can be summarised as:

$A millions $ % *
Impacts of foreign exchange currency fluctuations on reported currency 6.5 33%
Advertising & promotion 170bp decline as % of revenue 3.7 19%
Rebranding & platform migration projects 3.3 17%
Full year impact of head office & corporate costs 2.3 12%
Variable cost increases in line with revenue increases 2.3 11%
Rent 1.6 8%
Total increase to operating costs 19.7 100%

* as a % of total increase

On 12 November 2015, the SurfStitch Group
acquired Garage Entertainment Aust Pty Ltd and
TMG Media Pty Ltd (collectively “Garage”) for a
total consideration of A$15 million (a combination
of cash and deferred shares).

On 3 December 2015, the SurfStitch Group
acquired 100% of the shares of SHI Holdings Pty
Limited and its subsidiaries (collectively “Surf
Hardware”) at an Enterprise Value of A$23.7
million (100% in cash).

SurfStitch Group Limited

On 26 November 2015, SurfStitch Group Limited
completed a $50.0 million ($48.5 million net of
transaction costs) institutional placement through
the issue of 25 million ordinary shares at $2.00
per share. Proceeds from the placement were
used to fund the acquisitions of Surf Hardware
and Garage, related acquisition transaction costs,
repayment of certain debts of Surf Hardware, as
well as to provide the SurfStitch Group additional
funds to be used for working capital and general
corporate purposes.

2016 Annual Report
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The Group’s net cash outflow was $36.3 million in
FY16, excluding the net capital raising of $48.5 million
in November 2016, and the funding of $30.8 million in
acquisition related payments over the year. The
opening cash balance was $39.7 million and the
closing cash balance at 30 June 2016 was $21.4
million. Since May 2016 management has
implemented strict expense, capital expenditure and
working capital disciplines to contain cash usage, and
based on our latest budgets and forecasts, cash
balances will remain positive.

NET ASSETS

The Group has no external debt at the Group or
subsidiary levels and is in a net cash position as of 30
June 2016.

The Group’s net asset position has declined when
compared to 30 June 2015, mainly due to the
impairment and provision charges discussed below.

IMPAIRMENTS AND PROVISIONS

As part of the strategic review announced on 15 July
2016, management undertook a detailed assessment
of the value of assets in the Statement of Financial
Position. A total of $99.3 million was recorded in asset
impairment write-downs and inventory obsolescence
provisions, made up of:

$A millions Impairment

Goodwill 54.6

Intangibles 33.6

Property, Plant & Equipment 0.8

Aged inventory 10.3

Total 99.3
DIVIDENDS

The Company has not declared a dividend with
respect to the financial year ended 30 June 2016 nor
does it anticipate a dividend will be paid in the
financial year ended 30 June 2017.

SurfStitch Group Limited

FXIMPACT

SurfStitch Group is a global business with operations
in the USA, Europe and Australia. While our business
model serves as a natural FX hedge allowing us to
minimise realised foreign exchange gains, we report in
Australian dollars. FY16 FX movements have been
most favourable to the UK business units as
discussed in preceding sections.

FX rate to AUD FY15 FY16
USD:AUD 1.2117 1.3579
GBP:AUD 1.8859 2.0073

Since the appointment of Mike Sonand as CEO a
number of important initiatives have been undertaken
to address the performance issues experienced by the
businesses:

Executive restructure to ensure functional
alignment across all regions;

Media assets centralised under one executive to
coordinate strategy and enhance accountability;

High cost/high risk activities deferred or cancelled,
unless operationally critical,

Restructure of North American operations — exit of
35 roles, but maintaining strong local presence
through global support from Australia and UK;

Surfdome headcount reduced by 25, representing
25% of UK workforce;

Accelerated brand rationalisation;
Review of all expenditure; and

Aggressive action to reduce inventory.

THE OUTCOMES TO DATE HAVE BEEN
Cash balance stabilised;
More disciplined team and aligned culture;
Rapid reduction in forecast spending;
Brands on offer reduced from 700+ to 350+,
Improved merchandise assortment; and

Material inventory reductions executed in
accordance with new retail plan.
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NEXT STEPS

In the near term there are three areas being
addressed.

Stakeholder Management

Firstly, it is rebuilding confidence with all stakeholders.
All are equally important and all have a part to play in
the future success of SurfStitch Group, whether they
are the:

SurfStitch global team
Suppliers
Shareholders

Investment community

Cash and Working Capital Management
Improvements

Secondly, the stabilisation of the business must
continue with the rebuilding of cash on hand being the
major priority of management.

Retail First

Thirdly, we are refocusing our business

activity. Foremost, we are retailers and our energy,
resources and time must be directed not only just to sell
product, but we must make sure we are exceptional in
what we do. Retailing is a tough and competitive
business, requiring strong trading, marketing and
merchandising skills. We have been both building that
skill set and also ensuring we align our team’s goals to
high performance retail metrics, including sales, margin
and inventory productivity targets.

Achieving all three of the above — rebuilding confidence,
stabilising and refocusing, helps place the business on a

sound footing, but crucial to the ongoing success of the
business will be our focus on developing the right
customer experience. Whether shopping or content
sharing, our customers must have a rewarding online
journey where we offer the most desirable brands,
relevant products and compelling stories in surf, fashion
and action sports.

To create sustainable long term value for shareholders,
the business must grow and deliver consistently above
market return on funds employed. All activity and
initiatives must have this goal in mind.

SurfStitch Group Limited

STRATEGIC FOCUS FOR FY17 WILL BE:

Achieve brand and product leadership by providing a
relevant, on trend, inspirational, and differentiated
offering in all our categories, while improving
inventory productivity and supply chain
management.

Deliver exceptional customer experience to drive
traffic, improve customer retention, return visits and
increase conversion.

Improve the use of media assets — integrate our
media assets and their content on our platforms to
engage and retain existing customers and drive
capture of new and potential customers in a way not
available to our competitors.

There a number of factors, both specific to the Group
and generic to the industry, which may threaten the
future operating and financial performance of the
Group. The specific material business risks faced by
the Group, and how the Group manages these risks,
are set out below:

CONSUMER DISCRETIONARY SPENDING

Operating in the retail industry, the Group relies on
consumer discretionary spend and consumer
sentiment. Adverse changes to the general economic
and retail environment can impact financial results.

We mitigate this risk by keeping abreast of global

economic conditions, together with consumer and
industry trends, and managing inventory and
expenses in line with changes in the environment.

COMPETITION AND MARGIN RISK

The highly competitive nature of the retail market
combined with new entrants to the market do impact
the operating margins and subsequently financial
results of the Group. This is mitigated by carefully
managing intake margins, working with key long term
suppliers and managing our brand development. The
Group closely monitors price against a range of
retailers and brand owners to ensure it maintains its
competitive position within its sector.
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FOREIGN EXCHANGE EXPOSURE

The Group relies significantly on imported products
which are paid for primarily in US Dollars and as a
result has a transactional FX exposure. A stronger US
Dollar will generally have a negative effect on the
Group’s reported earnings.

Depending on the timing of expected cash flows, the
Group enters into forward exchange contracts to
mitigate certain foreign exchange exposures and to
introduce some cost certainty for planning purposes.

The Group does, in part, have a natural hedge to
these transactional exposures given that it is
generating US Dollars, UK Pound and EUR revenues
from its offshore operations.

The Group also has a translational exposure as its
international earnings are translated into Australian
Dollars for reporting purposes.

CASH

The Company has sufficient cash to pay its debts as
and when due based on current management budgets
and financial forecasts. Due to the uncertainties
pertaining to consumer discretionary spending and a
competitive market place the business is very clearly
focused on mitigating the risk of a cash shortfall. The
Company is focused on stabilising cash reserves.

LEGAL PROCEEDINGS
Refer to the Directors Report for further details.

The Directors are confident that the Group manages
all of its material risk effectively. Risks that could have
a material impact on the Group’s business, such as
financial, privacy, cyber security, technology supply
chain, brand and people are subject to a range of
mitigation arrangements including the maintenance of
Board committees, detailed and regular budgetary,
financial and management reporting, established
organisational structures, procedures, manuals,
policies, audits (including internal and external,
occupational health and safety) comprehensive
insurance programs and the retention of specialised
staff and external advisors.

The Directors will complete a full review of the Group’s
risk management framework during the 2017 Financial
Year with recommendations for mitigation strategies to
be implemented by year end.

SurfStitch Group Limited
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This statement outlines the key aspects of SurfStitch Group’s governance framework and main governance
practices. The charters, policies, and procedures are regularly reviewed and updated to comply with law and best
practice. These charters and policies can be viewed on SurfStitch’s investor website located at

www.surfstitchgroup.com/investors.

SurfStitch is committed to applying the ASX Corporate Governance Council’s Corporate Governance Principles
(3rd Edition) and throughout the period 1 July 2015 to 30 June 2016 (the “Reporting Period”), it considers that it
has complied with the ASX Principles and Recommendations (CGPR).

This Corporate Governance Statement is current as at 10 October 2016 and has been approved by the Board.

ROLE AND RESPONSIBILITIES OF THE BOARD

The Board of Directors is primarily responsible for
setting the strategic direction and corporate
governance of the Group.

The Board has adopted a Board Charter which sets
out the responsibilities of the Board and its structure
and governance requirements. Under the Board

Charter the Board has the following responsibilities:

selecting, appointing, evaluating the performance
of, and determining remuneration of, the CEO;

overseeing the appointment and removal of, and
the succession planning for, the CFO;

contributing to, and approving management
development of corporate strategy, including
setting performance objectives and approving
operating budgets;

reviewing, ratifying and monitoring systems of risk
management and internal control and ethical and
legal compliance. This includes reviewing
procedures to identify the main risks associated
with the Company’s businesses and the
implementation of appropriate systems to manage
these risks;

monitoring corporate performance and
implementation of strategy and policy;

approving major capital expenditure, acquisitions
and divestitures, and monitoring capital
management;

monitoring and reviewing management processes
aimed at ensuring the integrity of financial and
other reporting;

developing and reviewing corporate governance
principles and policies; and

performing such other functions as are prescribed
by law or are assigned to the Board.

SurfStitch Group Limited

MATTERS SPECIFICALLY RESERVED FOR THE
BOARD OR ITS COMMITTEES INCLUDE:

appointment of a chair;
appointment and removal of the CEQ;

appointment of directors to fill a vacancy or as
additional Director;

establishment of Board committees, their
membership and delegated authorities;

approval of dividends;

approval of major capital expenditure, acquisitions
and divestitures in excess of authority levels
delegated to management;

calling of meetings of shareholders; and

any other specific matters nominated by the
Board from time to time.

ADMINISTRATION OF THE BOARD

The Board holds regular meetings, and has
diarised a minimum of 11 meetings a year, with
additional unscheduled meetings as frequently as
may be required to deal with other matters. In
addition, the Non-executive Directors meet at least
once a year in the absence of the CEO and
management, and at such other times as they may
determine; the Independent Directors may also
meet on their own as they determine appropriate.
Details of the current Directors, their qualifications,
skills and experience, are set out on pages 3 and
4. Details of their attendance at Board and
Committee meetings during the year, are set out
on page 28.

INDEPENDENT LEGAL ADVICE

To support proper discharge of duties, the Board
collectively, and each Director individually, has the
right to seek independent professional advice. This
has been captured clearly in each Director’s letter of
appointment.
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COMMITTEES OF THE BOARD

While at all times the Board maintains full
responsibility for guiding and monitoring SurfStitch, it
has delegated certain responsibilities and functions
to Committees and management.

The Board has established the following Committees
to assist it in discharging its functions:

Audit, Risk and Compliance Committee
(“ARCC”); and

Remuneration and Nomination Committee
(“RNC”).

Each Committee was appointed by SurfStitch and
each of their charters adopted, on 27 November
2014.

AUDIT, RISK AND COMPLIANCE COMMITTEE

The ARCC is responsible for assisting the Board in
carrying out its accounting, auditing, financial
reporting and risk management responsibilities,
including:

overseeing SurfStitch’s relationship with the
external auditor and the external audit function
generally;

overseeing the preparation of the financial
statements and reports;

overseeing the Group’s financial controls and
systems; and

managing the process of identification of risk.

The Board, at least once in each year, reviews the
membership and Charter of the Committee, to
determine its adequacy for current circumstances.
The Committee may make recommendations to the
Board in relation to the Committee’s membership,
responsibilities, functions or otherwise. The terms of
the Charter of the Committee were considered
during Financial Year 2016 and no changes were
made. The next review of the Charter will be
conducted during Financial Year 2017.

The ARCC currently consists of two independent
Non-executive Directors with the Managing Director
attending meetings by invitation.

SurfStitch Group Limited

The ARCC is Chaired by an independent Director
who is not the Chair of the Board. The ARCC
Charter requires that the Committee be comprised of
Non-executive Directors only and have a minimum
of three members. In order to be compliant with the
Charter, a third independent Non-executive Director
will be appointed to the Committee during Financial
Year 2017.

The Committee meets as often as its members
deem necessary in order to fulfil their role. However,
it is intended that the Committee will normally meet
at least three times a year.

A copy of the ARCC Charter is available at
www.surfstitchgroup.com/investors.

REMUNERATION AND NOMINATION
COMMITTEE

SurfStitch has established a RNC to assist the
Board, and make recommendations on matters
relating to succession planning, nomination of the
Directors and CEO, and remuneration of the
Directors, CEO and executives that report to the
CEO. The RNC consists of three independent Non-
executive Directors, with an independent Chair. The
RNC meets as often as its members deem
necessary in order to fulfil their role. However, it is
intended that the RNC will meet at least twice a
year.

A copy of the RNC Charter is available at
www.surfstitchgroup.com/investors.

Factors to be considered when reviewing a potential
candidate for Board appointment, include without
limitation:

the skills, experience, expertise and personal
qualities that will best complement Board
effectiveness;

the existing composition of the Board, having
regard to the factors outlined in the Diversity and
Inclusion Policy and the objective of achieving a
Board comprising Directors from a diverse range
of backgrounds;

the capability of the candidate to devote the
necessary time and commitment to the role; and

potential conflicts of interest, and independence.
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REMUNERATION AND NOMINATION
COMMITTEE (CONTINUED)

External search organisations may be engaged (as
appropriate) to assist the Board to identify potential
Director candidates. In respect of the current
Directors, no material adverse information was
revealed by checks performed in respect of each
Director, nor was any matter identified that might
influence a Director’s ability to act in the best
interests of the Company and its shareholders.

The Board selection process includes:

Conducting appropriate checks before putting
forward to shareholders a candidate for election,
as a Director, or their subsequent appointment;

Consultation with all Directors, with any
recommendations from the Remuneration and
Nomination Committee; and

Upon election/approval, an offer of a Board
appointment to be made by the Chair and
confirmed by a letter of appointment in the
standard format approved by the Board or the
Remuneration and Nomination Committee from
time to time.

In accordance with the Group’s Constitution, no
Director, except the CEO, shall hold office without
re-election beyond the third Annual General Meeting
at which the Director was last elected or re-elected.
Directors available for re-election at a General
Meeting are reviewed by the RNC after consultation
with the Board.

AGREEMENTS WITH DIRECTORS AND SENIOR
EXECUTIVES

Non-executive Directors are engaged through a
letter of appointment which sets out the Director’s
roles and responsibilities and SurfStitch’s
expectations, including in respect of the requirement
to comply with Company policies and SurfStitch’s
Code of Conduct. The letter also addresses Non-
executive Directors’ indemnity and insurance
arrangements, ongoing rights to access company
information and confidentiality obligations that apply
on an ongoing basis. SurfStitch enters into service
contracts with all executives, which sets out their
individual roles and responsibilities, as well as their
key performance indicators and corporate
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obligations in respect of adherence to Company
policy and SurfStitch Code of Conduct.

BOARD, COMMITTEE AND DIRECTOR
PERFORMANCE

The RNC is tasked with assisting the Board, as
required, in relation to the performance evaluation of
the Board, its Committees and individual Directors,
and in developing and implementing plans for
identifying, assessing and enhancing Director
competencies.

Where appropriate to facilitate the performance
evaluation process, assistance may be obtained
from third party advisers.

No performance review of the Board was conducted
in Financial Year 2016.

The next performance review of the Board will be
conducted during Financial Year 2017.

PERFORMANCE AND TRAINING OF SENIOR
MANAGEMENT

The Board sets KPIs for the CEO and formally
evaluates the achievement of those objectives on an
annual basis.

The Senior Management's KPIs are set annually.
They are recommended by the CEO to the Board.
The CEO conducts at least yearly one-on-one
performance evaluations with individual Senior
Management members to assess whether they have
met their KPIs set in the preceding year. The next
performance evaluations and assessment of KPIs
will take place during Financial Year 2017.

SurfStitch has procedures in place to ensure that the
executive is able to participate fully and actively in
Senior Management decision-making at the earliest
opportunity, including:

Induction of core policies and procedures,
located on SurfStitch common drive for ease of
reference; and

A policy, to promote good governance practices
for payments and commitments of SurfStitch.
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DIVERSITY AND INCLUSION

On 27 November 2014, the Board formally approved
the Diversity Policy in order to address the
representation of women in senior management
positions and on the Board, and to actively facilitate
a more diverse and representative Senior
Management and leadership structure.

The Diversity Policy drives SurfStitch’s ability to
attract, retain, motivate and develop the best talent
to create an engaged workforce to deliver the
highest quality services to its customers and
continue to grow the business. The objectives of the
Diversity Policy and the Company’s progress in
achieving those objectives, will be further developed
during Financial Year 2017.

A copy of the Company’s Diversity Policy is
available at www.surfstitchgroup.com/investors

CORE GENDER DIVERSITY STATISTICS

In accordance with the Workplace Gender Equality
Act 2012, SurfStitch has lodged its annual
compliance report with the Workplace Gender
Equality Agency. A copy of this report is available at
www.surfstitchgroup.com/investors.

% Female
Board composition 17%
Non-executive composition 33%
Senior executives * 25%
Other 51%
All employees 51%

* senior direct reports of the Managing Director

COMPANY SECRETARY

The Board has appointed Karen Birner as the
Company Secretary. The Company Secretary is
responsible for coordination of all Board business,
including agenda, board papers, minutes,
communication with regulatory bodies and ASX, and
all statutory and other filings. The Company
Secretary is accountable to the Board, through the
Chair, on all matters to do with proper functioning of
the Board. All Directors have direct access to the
Company Secretary.
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Responsibility for the composition and succession
planning of the Board rests with the Directors.

REMUNERATION AND NOMINATION
COMMITTEE

SurfStitch has established an RNC to assist the
Board, and make recommendations on matters
relating to succession planning, nomination of the
Directors and CEO, and remuneration of the
Directors, CEO and executives that report to the
CEO.

COMPOSITION OF THE BOARD

The SurfStitch board currently comprises of six
Directors. The names of current Directors and the
date they were appointed to the Board are set out on
page 3 and 4.

INDEPEND