Securities Act 2001

CORPORATE GOVERNANCE RULES

IN EXERCISE of the powers conferred on it by section 161(b) of the Securities Act 2001, the
Commission makes the following Rules--

CITATION AND COMMENCEMENT

1. This document may be cited as the Eastern Caribbean Securities Market Corporate
Governance Rules and shall come into force on the date prescribed by the Commission.

2. In these Rules:

“Board”

“Commission”

“Conflict of interest”

“Control functions”

“Corporate Governance”

“Executive”

INTERPRETATION

means the board of directors of a company

means the Eastern Caribbean Securities Regulatory
Commission;

arises when there is a conflict of interest whenever a party is
not independent in regard to a particular issue, and the party
in question might influence or make decisions in this regard
in which a benefit is derived be it in favor of the involved
parties or an associated or related their party.

means the functions that have a responsibility independent
from management to provide objective assessment,
reporting, and/or assurance, which includes management,
compliance and internal audit function;

involves a set of relationships between a company’s
management, its board, its shareholders and other
stakeholders which provides the structure through which the
objectives of the company are set, and the means of attaining
those objectives and monitoring performance. It helps define
the way authority and responsibility are allocated and how
corporate decisions are made;

refers to an employee of a company having administrative
and managerial responsibility for the company, and includes



“ECCU”
“ECSM”

“Fiduciary duty”

“Internal control system”

“Independent director”

“Management”

“member territories’

“Non-executive director”

“public company”

“Reporting issuer”

“Shareholder”

“Stakeholder”

the Chief Executive, Executive Director, Managing
Director, and President or their equivalent

means the Eastern Caribbean Currency Union
means the Eastern Caribbean Securities Market

refers to the duty of the board to decide and act on an
informed and prudent basis with respect to the company.

means the duty of the board to act in good faith in the interest
of the company. The duty of loyalty should prevent
individual board members from acting in their own interest,
or the interest of another individual or group, at the expense
of the company and shareholders;

refers to a set of rules governing the company’s organizational
and operational structure, including reporting processes, and
functions for risk management, compliance and internal audit;

refers to a non-executive director who does not have any
management responsibilities within the company and is not
under any other undue influence, internal or external, political
or ownership, that would impeded the board member’s
exercise of objective judgement;

refers to the chief executive officer and senior
managers/officers of a reporting issuer

the member countries in the ECCU

refers to a person appointed as a Board member who is not
an executive of the company and does not participate in the
day-to-day management of the company

means a public company as defined in the member country’s
Company’s Act

refers to reporting issuers as described in section 97 of the
Securities Act 2001.

refers to a person who lawfully acquires shares in the capital
of a company.

includes a director, employee, creditor, customer, depositor,
distributor, regulatory authority, supplier, tax authority and
lender



PART I
PURPOSE AND APPLICATION

These Rules provides minimum standards on corporate governance to assist in promoting
a fair, transparent and efficient securities market, while protecting shareholders’ rights.

This Rule shall apply to all public companies whose securities are listed on a securities
exchange in the ECCU and any issuer that has or is proposing to raise capital through the
issuance of its own securities in the ECSM.

PART II
BOARD OF DIRECTORS

Every company shall be led by a Board, made up of directors who are:

M elected by shareholders or appointed in accordance with any applicable
legislation or contractual agreement; and

(i) suitably qualified to act as director having the skills, expertise, competence,
knowledge and experience required for the effective performance of the role of
a director.

A director shall act in the best interest of the company, consistent with the company’s
constitution and shall be subject to the applicable laws in the relevant member territories

Every company shall ensure there is transparency in the selection of potential candidates
for board membership.

Composition of the Board

Q) The Board must be of a size sufficient to match the scale, complexity and scope
of the company’s operations and must be independent of management to enable
it to carry out its oversight function in an objective and effective manner.



(i)

(iii)

(iv)

The majority of board members shall be non-executive directors and at least
one of whom must be an independent director. Where the company limits the
size of its board to a statutory minimum, two of the board members must be
completely independent of the company.

Existing directors or nominee directors must immediately inform the Board of
prospective appointments on and to other Boards, and any relationships or
potential related party transactions that may affect their independence as a
director.

For the avoidance of conflict of interest, confidentiality breaches, insider
dealings and to secure board independence,

a. directors must not be on the Board of competing companies, or companies
in the same industry.

b. the board must only contain a maximum of two immediate family
members as directors at any one time.

c. cross memberships on the boards of two or more companies must be
avoided unless part of a commonly controlled group of companies

9. Responsibilities and Duties of the Board of Directors

(i)

(ii)

The responsibilities and duties of the Board shall be established in the Company’s
by-laws; and shall be evaluated and enhanced on a periodic basis. It shall ensure
that the company is properly managed in order to protect and enhance shareholder
value and to meet the company’s obligations to its employees and other
stakeholders.

Directors shall-
a. encourage the reporting of unlawful/unethical behaviour and actively
promote ethical behaviour and protection for those who report violations
in good faith;

b. not disclose non-public information except where authorised by law;

c. not improperly use information acquired as directors and officers of the
company;

d. keep confidential, information received in the course of the exercise of
their duties unless the disclosure is authorized by the person providing the
information, or where disclosure is required by law;



e.

f.

g.

h.

not take improper advantage of his position as Director or use the position
for personal gain or to compete with the company;

not take advantage of company property or use such property for personal
gain or to compete with the company;

not allow personal interests, or the interest of any associated person, to
conflict with the interests of the company; and

not engage in conduct likely to bring discredit upon the company.

(iii)  In exercising the powers of the company, the Board shall ensure the effective
performance of the company by:

a.

directing the management and conduct of the affairs of the company
ensuring that the ethical standards are maintained;

defining the company’s strategic goals and ensuring that its human and
financial resources are effectively deployed towards achieving these
goals;

defining a framework for the delegation of its authority or duties to
Management specifying matters that may be delegated and those reserved
for the Board;

formulating the company’s policies on risk management, communication
and information dissemination;

overseeing the effectiveness and adequacy of internal control systems,
ensuring the integrity of the company’s accounting and financial reporting
systems, including the independent audit;

formulating the requisite Board procedures and rules to be followed for
the scheduling and place of meetings, for the conduct of meetings and
attendance of members, the term of board appointments, and the
appointment, training, remuneration and the replacement of board
members and senior executives;

formulate plans for Board succession, and effective communication with
shareholders;

reviewing and approving financial reports; and

ensuring compliance with applicable regulations.



(iv)  Where the Board determines that certain of its powers, duties and responsibilities
must be undertaken through committees, it shall ensure that each committee
operates under the terms of reference approved by the Board.

v) The board shall :

a. establish a code of conduct to guide the directors and the Chief Executive
Officer and other key personnel within the company; and

b. monitor the company’s compliance with the code of conduct by consistent
review of the board’s processes and the internal structure of the company
to ensure that standards of accountability are met by management

10. Orientation and Training of Directors
() The Board shall:

a. establish a formal orientation programme to familiarize new directors
with the company’s operations, strategic plan, senior management and its
business environment, and to induct them in their fiduciary duties and
responsibilities.

b. require the participation of all directors in appropriate annual professional
continuing education programs to ensure that directors remain current in

their skills and knowledge and with new developments in the company’s
business and operating environment.

11. Board Meetings and Attendance

Q) Board members shall make every effort to attend all Board meetings whether
remotely or in person; and

(i) Except where the Chairman excuses an absence, attendance at board meetings
shall be mandatory for every director.
12. Multiple Directorships

(1) Every director whether existing or a prospective nominee, shall disclose all
other directorships held, to the Board.



13. Conflict of Interest

(i)

(i)

(iii)

Every company must adopt a policy to guide the Board, executive officers,
auditors and other relevant parties on conflicts of interest situations and the type
of disclosures that shall be made in these situations.

Every director, officer and external auditor of a company shall make a written
disclosure to the Board of all conflicts which arise or may arise, and such
disclosures shall specify:

a. the value if every material contract and payments made under such
contract with the company of which he/she is a beneficiary; and

b. whether he is a director or an officer of any other company that is party
to a material contract or any proposed material contract with the
company that is party to a material contract or any proposed material
contract with the company.

Disclosures under this section should be made annually, however directors and
officers must disclose any conflict of interest as soon as it is discovered.

14. Remuneration

(i)

(i)

(iii)

Except where the remuneration of a director is a set out in legislation, or is
subject to the company’s Articles of Association or a contractual arrangement,
the Board must develop a comprehensive policy on remuneration for the
company directors, executives and senior management.

The remuneration policy must define the criteria and mechanism for
determining levels of remuneration and the frequency for review of such criteria
and mechanism.

The remuneration policy must specify how and to what extent the remuneration
of an executive director is linked to corporate and individual performance.

15. Performance Evaluation of Board

(i)

(i)

The board of every company to which these Rules apply must establish an
annual performance review policy with respect to an annual evaluation of its
own performance, the performance of its committees, the Chairman and
individual directors.

The board may engage the services of external consultants to conduct the annual
performance evaluation



(iii) Following the annual performance evaluation, the Board shall review and
discuss the overall results

(iv) The Chairman shall -
a. Provide each director with the results of his/her performance evaluation
b. Personally discuss such results with each director.

16. Chair of the Board

Q) The Chair of the Board plays a critical role in the proper functioning of the
board and shall:

a. lead the board and be ultimately responsible for the effective overall
functioning, including maintaining a relationship of trust with board
members.

b. be suitably qualified to act as director having the requisite range of skills,
competence, knowledge and experience for the role.

c. ensure that board decisions are taken on a sound and well-informed basis
and shall encourage and promote critical discussions and ensure that there
is freedom of expression and respect for varying views within the decision
making process.

d. dedicate adequate time for the effective performance of his/her
responsibilities.

PART Il1
MANAGEMENT

17.  The primary role of management is to carry out and manage the company’s activities in a
manner consistent with the business strategy, risk appetite, remuneration and other policies
approved by the board.

(i) The board shall provide direction and oversight of senior management. Senior
management consists of a core group of individuals responsible for the sound
and prudent day-to day management of the company.

(i) The Chief Executive Officer (CEO) or the Managing Director shall:



18.

19.

a. head the management team and shall be charged with the overall

responsibility for the management team and all employees and the
operations of the business.

b. in the performance of his role foster a business culture that is a true
representation of the company’s own culture, values and norms and of the
Board’s standards.
c. have the requisite experience and competence for the successful
performance of his role and responsibilities.
(iii) Members of the management team shall:

a.have the necessary experience, competencies and integrity to

manage the business and people under their supervision.

establish a management structure that promotes accountability
and transparency throughout the company.

be consistent with the direction given by the board and shall implement
business strategies to achieve business goals,

Management shall take measures to ensure company compliance with applicable laws
regulations and internal policies.

PART IV
RELATIONSHIP WITH SHAREHOLDERS

Protection of Shareholder Rights

(i) The Board shall ensure that:

a.

b.

the statutory and general rights of a shareholder are protected at all times;

all shareholders are treated equally and that no shareholder is given
preferential treatment or superior access to information or other materials;

minority shareholders are treated fairly at all times and are sufficiently
protected from abusive actions of majority shareholders; and



d. the company promptly and securely provides shareholders with
documentary evidence of ownership interest in the company, including
share certificates, dividend warrants and related instruments;

e. that all shareholders have access to the company’s financials as per the
applicable legislation.

20. Shareholder Meetings

(1) The Board shall establish and implement mechanisms and procedures for the
scheduling of annual general meetings with shareholders;

a. the procedures shall address the time, place and date of meetings;
b. it shall ensure that shareholders:

I. have access to any information necessary in preparation for the
meetings; these include the notices and agendas;

ii. have secure methods of ownership registration;
iii.  can freely convey or transfer shares subject to applicable law;

iv. obtain relevant and material information on the company on a timely
and regular basis, subject to any laws or principles of confidentiality;

v. participate and vote in general meetings of shareholders;

vi. elect and remove members of the Board; and

PART V
RISK MANAGEMENT AND INTERNAL CONTROLS

21. Risk Management

(i) The Board shall determine the nature and extent of the risks which may have a
significant effect on the company and ensure that thorough enterprise-wide risk
assessment, which covers all aspects of the company’s business is performed
on an annual basis as determined by the Board

(i) The Board must oversee the establishment of a management framework that
defines the company’s risk policy, risk appetite and risk limits.
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(iii) The management framework established is accountable to the Board for
implementing and monitoring the process of risk management, and integrating
it into the day-to-day activities of the company.

22.  Whistle-blowing Policy

(i) The board shall implement a whistle-blowing policy and these procedures shall
be communicated to employees and stakeholders.

PART VI
AUDITS
23. Internal Audit Unit
() The Board shall ensure that the company has an effective risk-based internal

audit process, the parameters of which must be consistent with the International
Standard for the Professional Practice of Internal Auditing established by the
Institute of Internal Auditors.

24. External Auditor

Q) Every company to which these Rules apply shall appoint, during its annual
general meeting, an external auditor who shall hold office until the next annual
general meeting, and whose remuneration shall be determined by the Board.

25. Rotation of External Auditors
(i) The Board shall periodically consider and determine whether audit firms or the

partners within an audit firm should be alternated and, in writing, state the reasons
for its determination.

26. Audit Committee

Q) Every company to which these Rules apply shall establish an audit committee
whose responsibilities shall include:

a. Establishing an internal audit unit and ensuring that there are other means
of obtaining sufficient assurance of regular review or appraisal of the system
of internal control in the company
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b. Oversight of the company’s internal audit unit and the role of external
auditor

c. Overseeing management’s procedure for identifying significant fraud risks
across the company and ensuring that adequate prevention, detection and
reporting mechanisms are in place

d. Ensuring the implementation of adequate whistle-blower procedures and
periodically reviewing such procedures

PART VII
ACCOUNTABILITY AND REPORTING

27. Disclosure

Q) The Board shall ensure that timely and accurate disclosure is made on all
material matters regarding the company, including the financial situation,
performance, ownership and governance of the company, consistent with the
applicable legislation.

PART VIII
MISCELLANEQOUS

28. Code of Ethics

(1) Each company shall implement a Code of Ethics that covers the owners, the
Board, management, employees and representatives. The code of ethics should
cover a broad scope and be in line with applicable laws and all steps should be
taken to ensure such code is adhered to in full.
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Made by the Eastern Caribbean Securities Regulatory Commission this day of
20

Errol N Allen
CHAIRMAN
EASTERN CARIBBEAN SECURITIES REGULATORY COMMISSION
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