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]| The Equitable Treatment of Shareholders

“The corporate governance framework should ensure the equitable treatment of ail shareholders, including
minority and foreign shareholders. All shareholders should have the opportunity to obtain effective redress
for violation of their rights.”

v. The Role of Stakeholders in Corporate Governance

“The corporate governance framework should recognise the rights of stakeholders established by law or
through mutual agreements and encourage active cooperation between corporations and stakeholders in
creating wealth, jobs, and the sustainability of financially sound enterprises.”

V. Disclosure and Transparency

“The corporate governance framework should ensure that timely and accurate disclosure is made on all
material matters regarding the corporation, inciuding the financial situation, performance, ownership, and
governance of the company.”

VL. The Responsibilities of the Board

“The corporate governance framework should ensure the strategic guidance of the company, the
effective monitoring of management by the board, and the board’s accountability to the company and the
shareholders.

“These principles are intended to assist governments in their efforts to evaluate and improve the legal,
institutional, and regulatory framework for corporate governance in their countries and to provide guidance

and suggestions for stock exchanges, investors, corporations, and other parties that have a role in the

process of developing good corporate governance.”




THE BUSINESS CASE FOR CORPORATE GOVERNANCE

As in many other aspects of business, decisions about the level and scope of corporate governance practices
in a company are not determined by a “one-size-fits-all” principle. Rather, experience shows that the actions
required to achieve better governance may vary considerably from country to country and among companies,

even in the same industry.

There may be many motivations for a company to improve its corporate governance practices and the
ways of implementing these improvements will naturally differ. For some companies, the decision to
undertake specific corporate governance measures may come only after a relatively long period of building
understanding about the costs and benefils of such an effort. During this period, Directors and managers
may come to gain a greater appreciation of how improvements in corporate governance can add value to
the business and provide added benefits to its internal and external stakeholders. For other companies, the
survival of the company — perhaps an urgent need for capital injection or the sudden absence of a founder
without a clear succession plan - may elevate the importance of improving governance practices as a way

of resolving these problems.

Whatever the motivation, every initiative toimprove corporate governance practices should start by establishing
the most important goals the company wants to achieve. Directors and managers should consider what is
the business case for improved corporate governance of the company and ask themselves:

« What are the areas of greatest risk that can be addressed by corporate governance improvements?

+ Which decision processes and practices will produce immediate benefits?

+ Which ones wilt have the greatest impact at least cost and effort?

+ What transformations can be brought about most easily in the initial stages with the least resistance?

» What is reafistically possible to achieve, based on the company’s existing financial and human

5
resources?

Company directors who make a personal commitment to model excellence in governance will help to pave
the path that will lead existing and new businesses operating in the economy to adopt world-class practices
as a normal part of doing business. The benefits to be accrued will not only be at a personal and company
level, but more importantly, will be national in reach as research shows that a country that has good corporate

governance rooted in routine business practices, traditions and regulations is likely to grow by:

Spractical Guide to Corporate Governance Experiences from the Latin American Companies Circle. International Finance Corporation 2009




Having better access to external finance

Good corporate governance systems provide a higher degree of confidence for investors. In a 2002 survey,
the consulting firm McKinseyB reported that more than 60 percent of the survey’s respondents stated that
governance considerations might lead them to avoid investing in individual companies with poor corporate
governance. Thirty percent of respondents also stated that governance considerations might lead them to

avoid investing in countries that had poor corporate governance regimes.

Lowering costs of capital
Well-governed companies that have good disclosure practices are more likely to attract capital at a lower

rate, reflecting investors’ improved knowledge of the company’s strategy and performance.

Improving company performance
Better corporate governance adds vaiue by improving the performance of companies through more efficient

management, better asset allocation, and improvements in productivity.

Reducing risk of corporate crises and scandals
Companies with good corporate governance practices will likely have better risk-management systems
and shouid better cope with corporate crises. Some of these systems include enterprise risk-management,

disaster recovery systems, media management techniques, and business continuity procedures.

Increasing company value
In a 2002 survey, the consulting firm McKinsey ' determined that global institutional investors are prepared
to pay a premium of up to 40 percent for shares in companies with superior corporate governance practices.

Premiums averaged 30 percent in Eastern Europe and Africa, and 22 percent in Asia and Latin America.

Higher firm valuation and share performance
Many researchers have identified the existence of a “corporate governance premium” {that is, an additional
price that investors will pay for shares in well-governed companies). in addition, some researchers have

identified superior share performance by well-governed companies.

6 Corporate Governance Board Leadership Training Resources Kit, Inlamational Finance Corporation, Global Corporate  Govarnance Forum, 2121
Pennsylvania Ave., NW Washington BC, Part 1 —p43
7Corporala Governance Board Leadership Training Resources Kit, international Finance Corporation, Global Corporate Governance Forum, 2121
Pennsylvania Ave., NW Washington DC, Part 1 — p42




DEFINING A STRATEGY FOR CHANGE

Even though a company may have a clear motivation for improving its governance policies and practices,
the challenge is often found in aligning the vision and understanding of all interested parties and changing
attitudes to meet the intended goals. In order to achieve change, these are the two key steps that must be
taken:

1. Agree on the common vision; align interests, and

2. Change attitudes

The understanding of the need to change is not usually uniform. Whether the firm is small or medium;
family-owned or with complex ownership structures, some directors may doubt that change is necessary

and those that concede that change is required may have differing opinions on the best approach.

In general, bringing about change is easier when the people responsible for its implementation and success
are convinced of its value and show strong commitment to seeing it through and making sure that it achieves
the intended results. Since some improvements may require changes in the company’s fundamental
principles and standards, it is good when the “Champions for Change” are at the highest possible level
of leadership, such as the chairperson, a respected director, the founder or the patriarch/matriarch of the
family business. In more and more reported cases, however, the champions are the younger generation
who bring energy and new thinking to the firms.

Champions need to devote significant time to creating a common vision among owners, boards of directors,
management,- and other key stakeholders that answers the following questions:
What changes will be implemented?
How will the changes be implemented?
. When will they be implemented?
. What benefits will they bring to the company?

What risks may impede achieving the intended resuits on time?

Changing attitudes and shaking up entrenched beliefs and practices that lead companies to achieve success
requires much more than planning for it to happen - it is also necessary to work on people’s will. Good
corporate governance is therefore a process, both in terms of defining frameworks and implementing best

practices. It requires a change in attitude that emerges over time as a result of the strategy of the business

as a whole.




THE CODE ON CORPORATE GOVERNANCE - BEST PRACTICE

This Code of Best Practice draws heavily on Codes published by other jurisdictions, including the
Combined Code on Corporate Governance (2008) of the UK, the Corporate Governance Principles and
Recommendations (2nd Edition) published by the Australian Securities Exchange Corporate Governance
Council as well as The PSOJ's Code on Corporate Governance (2006).

The Code is intended to guide companies in implementing good practices in corporate governance in
Jamaica. While it is expected that companies wilt comply wholly or substantially with the recommendations,
it is accepted that companies may elect not to comply in particular circumstances if good governance can
be achieved by other means The recommendations are therefore not mandatory and further, cannot, in
themselves, prevent corporate failure or poor corporate decision-making. They are, however, intended
to provide guidelines for companies that wish to improve their corporate governance structures and
practices.

Rather than proposing a “one size fits all” approach, the recommendations are framed in such a way that if
companies deem that any recommendation is inappropriate for their business, or more time is needed for

implementation, they have the flexibility to adopt them in the future or not at all.

For companies listed on the Jamaica Stock Exchange, The PSOJ recommends that the companies describe
in their annual report and accounts their corporate governance from two points of view, the first dealing
generaliy with their adherence to the Code's main principles, and the second dealing specifically with non-
compliance with any of the Code’s provisions. The descriptions together shouid give shareholders a clear
and comprehensive picture of a company’s governance arrangements in relation to the Code as a criterion
of good practice.

The PSOJ's Corporate Governance Committee encourages its members and all registered companies in
Jamaica to use this Code as a guide in examining their corporate governance practices and to determine,
given the size, stage of development industry and complexity of the business, whether and to what extent
the company may benefit from a change in approach. Shareholders should be aware that the size and
complexity of the company in which they have invested and the nature of the risks and chalienges it
faces will largely determine the need for departures from the Code and these should not necessarily be
viewed negatively. Rather, they should engage in a dialogue with the company if they do not accept its
position. institutional shareholders, in particular, should be prepared to put such views in writing where

appropriate.




Laws, Regulations & Rules

The Code complements and should be used in conjunction with the legislation, rules and regulations that

define how companies should be governed in Jamaica. These include, inter alia:

. The Companies Act
The Financial Institutions Act
. The Financial Services Commissions Act
. The Banking Act
The Securities Act
: The Insurance Act
. The Pensions Act
. The Public Bodies Management and Accountability Act
. The Rules of the Jamaica Stock Exchange

There are other Acts which affect governance in the workplace, based on the nature of the business and
other factors. These include The Health and Safety at Work Act, The Factories Act, The Proceeds of Crime
Act and The Corruption Prevention Act.

Directors and managers are expected to be reasonably aware of all legislation that affect the company and

must act within the laws, reguiations, and rules at all times.




SECTION 1 COMPANIES

A. DIRECTORS
|‘ A.1 The Board

| Maln Principle

vaery company should be headed by an effectlve board which Is collectlvely respons!bla for the
} ‘success of the company )
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‘ Supporting Principles

The board’s role is to provide entrepreneurial leadership of the company within a framework of prudent
| and effective controls which enables risk to be assessed and managed. The board should articulate the
vision and mission of the company, set the company'’s strategic aims, ensure that the necessary financial
and human resources are in place for the company to meet its objectives and review management
performance. The board should set the company’s values and standards and ensure that its obligations to
its sharehoiders and others are understood and met.

1 The board will typically be responsibie for:

* overseeing the company, including its control and accountability systems

- appointing and removing the chief executive officer, or equivalent

* where appropriate, ratifying the appointment and the removal of senior executives

+ affirming the company's vision and mission and defining the strategic goals, while providing input into
and final approval of management's development of the corporate strategy and performance objectives

» reviewing, ratifying and monitoring systems of risk management and internal control, codes of conduct,
and legal compliance

* monitoring senior executives’ performance and implementation of strategy

* ensuring appropriate resources are available to senior executives

* approving and monitoring the progress of major capital expenditure, capital management, and

| acquisitions and divestments

* approving and monitoring financial and other reporting.

Al directors must take decisions objectively in the interests of the company.

As part of their role as members of a unitary board, non-executive directors shouid constructively challenge
and help develop proposals on strategy. Non-executive directors should scrutinise the performance of
management in meeting agreed goals and objectives and monitor the reporting of performance. They




should satisfy themselves on the integrity of financial information and that financial controls and systems

of risk management are robust and defensible. They are responsible for determining appropriate levels
of remuneration of executive directors and have a prime role in appointing, and where necessary
removing, executive directors, and in succession planning.

Code Provisions

A.1.1 The composition of the board should enable this important decision-making body to properly
exercise its role and add value to the company and all shareholders. The number of directors, diversity
and experience, skills and knowledge, and the directors’ ability to independently challenge the
management and provide strategic advice on the direction of the company are all elements that shape
the board's effectiveness. Diversity relates to academic qualifications, technical expertise, relevant
industry knowledge, gender, age and ethnicity.

A.1.2 The board should meet sufficiently regularly to discharge its duties effectively. There should
be a formal schedule of matters specifically reserved for its decision. The precise nature of matters
reserved to the board and delegated to senior executives will depend on the size, complexity and
ownership structure of the company, and will be influenced by its tradition and corporate culture, and by
the skills of directors and senior executives.

A.1.3 The annual report should identify the chairperson, the deputy chairperson (where there is one),
the senior independent director, the chief executive, and the chairpersons and members of the corporate
governance, nomination, audit and remuneration committees. It should also set out the number of
meetings of the board and those committees and individual attendance by directors.

A.1.4 The chairperson should hold meetings with the non-executive directors without the executives
present. Led by the senior independent director, the non-executive directors should meet without the
chairperson present at least annually to appraise the chairperson’s performance (as described in A.7.1)
and on such other occasions as are deemed appropriate.

A.1.5 Where directors have concerns which cannot be resolved about the running of the company
or a proposed action, they should ensure that their concerns are recorded in the board minutes. On
resignation, a nonexecutive director should provide a written statement to the chairperson, for circulation

to the board, if they have any such concerns.

A.1.6 The company should arrange appropriate insurance cover in respect of legal action brought

]




against its directors in the discharge of their duties as directors.

Guidelines for Director Selection and a Schedule of Matters Reserved to the Board are contained in

Volume 2 - Handbook and Tool Kit Best Practices in Good Governance,

A.2.  Declsion-making

Main principle
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Supporting Principles
To make ethical and responsible decisions, comparies should not only compiy with their legal obligations, but
should aiso consider the reasonable expectations of their stakeholders including: shareholders, employees,

customers, suppliers, creditors, consumers and the broader community in which they operate.

It is a matter for the board to consider and assess what is appropriate in each company's circumstances.
it is important for companies to demonstrate their commitment to appropriate corporate practices and
decision making.

Code Provisions

A. 2.1 Companies should:

* clarify the standards of ethical behaviour required of the board, senior executives and ali employees and
encourage the observance of those standards

» comply with their iegai obligations and have regard to the reasonable expectations of their stakeholders

* pubiish the policy concerning the issue of board and employee trading in company securities and in

associated products, including products which operate to limit the economic risk of those securities.

A.2.2 Companies should establish a code of conduct and disclose the code or a summary of the code
as to:
* the practices necessary to maintain confidence in the company’s integrity
- the practices necessary to take into account their legal obligations and the reasonable expectations
of their stakeholders
« the responsibility and accountability of individuals for reporting and investigating reports of unethical

practices.




A.2.3 Good corporate governance ultimately requires people of integrity. Personal integrity cannot be

regulated. However, investor confidence can be enhanced if the company clearly articulales acceptable
practices for directors, senior executives and employees.

A.2.4 The board has a responsibility to set the ethical tone and standards of the company. Senior
executives have a responsibility to implement practices consistent with those standards. Company
codes of conduct which state the values and policies of the company can assist the board and senior

executives in this task and complement the company’s risk management practices.

A. 2.5 Companies should formulate policies on appropriate behaviour of directors, senior executives
and employees. Companies should encourage the integration of these policies into company-wide
management practices. A code of conduct supporied by appropriate training and monitoring of
compliance with the code are effective ways to guide the behaviour of directors, senior executives and
employees and demonstrate the commitment of the company to ethical practices. Companies should

ensure that training on the code of conduct is updated on a regular basis.

A.2.6 Companies should consider making advisors, consultants and contractors aware of the
company’s expectations as set out in the code of conduct.

A. 2.7 ltis not necessary for companies to establish a separate code for directors and senior executives.
Depending on the nature and size of the company’s operations, the code of conduct for directors and

senior executives may stand alone or be part of the corporate code of conduct.

Model Code of Ethics and Conduct are contained in Volume 2 - Handbook and Tool Kit Best

Practices in Good Governance.




A3 Chairperson and Chief Executive
Main Principie

Supporting Principle

The chairperson is responsible for leadership of the board, ensuring its effectiveness on all aspects of its role
and setting its agenda. The chairperson is also responsible for ensuring that the directors receive accurate,
timely and clear information. The chairperson should ensure efiective communication with shareholders.
The chairperson should also facilitate the effective contribution of non-executive directors in particular and
ensure constructive relations between executive and non-executive directors.

Code Provisions

A3.1  The roles of chairperson and chief executive should not be exercised by the same individual. The
division of responsibilities between the chairperson and chief executive should be clearly established, set
out in writing and agreed by the board.

The division of responsibility may vary with the stage of development of the company. 1t is recommended
that companies regularly review the balance of responsibilities to ensure that the division of functions
remains appropriate for the needs of the company at each particular stage in its development.

A.3.2 The chairperson should on appointment meet the independence criteria set out in A.4.1 below.
A chief executive should not go on to be the chairperson of the same company. If exceptionally a board
decides that a chief executive should become the chairperson, the board should consult major shareholders
in advance and should set out its reasons to shareholders at the time of the appointment and in the next
annual report.

A4 Board baiance and independence

Main Principle




Supporting Principles

The board should not be so large as to be unwieldy. The board should be of sufficient size that the
balance of skills and experience is appropriate for the requirements of the business and that changes

to the board’s composition can be managed without undue disruption.

To ensure that power and information are not concentrated in one or two individuals, there should be
a strong presence on the board of both executive and non-executive directors. The value of ensuring
that committee membership is refreshed and that undue reliance is not placed on particular individuals

should be taken into account in deciding who occupies the chair and the membership of commitiees.

No one other than the committee chairperson and members is entitled to be present at a meeting of the

nomination, audit or remuneration committee, but others may attend at the invitation of the committee.

Code Provisions

A.41 The board should identify in the annual report each non-executive director it considers to

be independent. The board should determine whether the director is independent in character and

judgement and whether there are relationships or circumstances which are likely to affect, or could

appear to affect, the director’s judgement. The board should state its reasons if it determines that a

director is independent notwithstanding the existence of relationships or circumstances which may

appear relevant to its determination, including if the director:

+ has been an employee of the company or group within the last five years;

» has, or has had within the last three years, a material business relationship with the company either
directly, or as a partner, shareholder, director or senior employee of a body that has such a
relationship with the company;

+ has received or receives additional remuneration from the company apart from a director’s fee,
participates in the company's share option plan or a performance-related pay scheme, oris a

member of the company’s pension scheme;

« has close family ties with any of the company’s advisors, directors or senior employees;

- holds cross-directorships or has significant links with other directors through involvement in other
companies or bodies;

- represents a significant shareholder; or

« has served on the board for more than nine years from the date of their first election.




A former chief executive officer will not qualify as an independent director unless there has been a period

of at least three years between ceasing employment with the company and serving on the board.

The board should regularly assess whether each non-executive director is independent. Each non-executive
director should provide to the board all information that may be relevant to this assessment. If a director’s

independent status changes, this should be disclosed and explained in a timely manner to the market.

A.4.2 Except for smaller companies, at least half the board, excluding the chairperson, should comyprise
non-executive directors determined by the board to be independent. A smaller company should have at

{east two independent non-executive directors.

A.4.3 The board should appoint one of the independent non-executive directors to be the senior
independent director. The senior independent director should be available to shareholders if they have
concerns which contact through the normal channels of chairperson, chief executive or finance director
has failed to resolve or for which such contact is inappropriate.

A5 Appolntments to the Board

Main Principle

to the board

e e e

Supporting Principles

Appointments to the board should be made on merit and against objective criteria. Care should be taken
to ensure that appointees have enough time available to devote to the job. This is particularly important in
the case of chairpersonships.

The board should satisfy itself that plans are in place for orderly succession for appointments to the board
and to senior management, so as to maintain an appropriate balance of skills and experience within the
company and on the board.

Induction procedures should be in place to allow new directors to participate fully and actively in board
decision-making at the earliest opportunity. To be effective, new directors need to have a good deal of
knowledge about the company and the industry within which it operates. An induction programme should
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- There shouid bea forrnal rigorouzr and transparent procedure for tha appointment of new directors



be available to enable new directors to gain an understanding of:

- the company’s financial, strategic, operational and risk management position
« the rights, duties and responsibilities of the directors
« the roles and responsibilities of senior executives

- the role of board committees.

Code Provisions

A.5.1  There should be a nomination committee which should lead the process for board appointments
and make recommendations to the board. A majority of members of the nomination committee should
be independent non-executive directors. The chairperson or an independent non-executive director
should chair the committee, but the chairperson should not chair the nomination committee when it is

dealing with the appointment of a successor to the chair.

The nomination committee should make available® its terms of reference, explaining its role and the
authority delegated to it by the board.

A.5.2 The nomination committee should evaluate the balance of skills, knowledge and experience on
the board and, in the light of this evaluation, prepare a description of the role and capabilities required

for a paricular appointment.

The nomination committee should consider implementing a plan for identifying, assessing and
enhancing director competencies. An evaluation of the range of skills, experience and expertise on
the board is important when considering new candidates for nomination or appointment. Such an

evaluation enables identification of the particular skills that will best increase board effectiveness.

Board renewal is critical to performance, and directors should be conscious of the duration of
each director’s tenure in succession planning. The nomination commitiee should consider whether
succession plans are in place to maintain an appropriate balance of skills, experience and expertise

on the board.

A53 For the appointment of a chairperson, the nomination committee should prepare a job
specification, including an assessment of the time commitment expected, recognising the need for

She requirement to make the information available would be met by including the information on a website that is maintained by or on
behalf of the company.




availability in the event of crises. A chairperson’s other significant commitments should be disclosed to the

board before appointment and included in the annual report. Changes to such commitments should be
reported to the board as they arise, and their impact explained in the next annual report.

A.5.4 The terms and conditions of appointment of non-executive directors should be made available
for inspection. The letter of appointment should set out the expected time commitment. Non-executive
directors should undertake that they will have sufficient time to meet what is expected of them, Their other
significant commitments should be disclosed to the board before appointment, with a broad indication of
the time involved and the board should be informed of subsequent changes.

A.5.5 The board should not agree to a full time executive director taking on more than one non-executive
directorship in a company listed on the JSE nor become the chairperson of such a company.

A5.6 A separate section of the annual report should describe the work of the nomination committee,
including the process it has used in relation to board appointments.

- A Model Charter for the Carporate Governance and Nomination Committee is contained in Volume

2 - Handbook and Tool Kit Best Practices in Good Governance.

A6 information and professional development

Main Principle

|
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The board' shouid be supplied in a timely manner with information in a form and of a quality.

appmprlate to enabie It to discharge its' duties. Ail directors shouid receive Induction on ]oinlng
the board and shouid reguiariy update and refresh their skiiis and knowledge.

Supporting Principies

The chairperson is responsible for ensuring that the directors receive accurate, timely and clear information.
Management has an obligation to provide such information but directors should seek clarification or
amplification where necessary.

The chairperson should ensure that the directors continually update their skills and the knowledge and
familiarity with the company required to fulfil their role both on the board and on board committees.

The company should provide the necessary resources for developing and updating its directors’ knowledge
and capabilities.

Under the direction of the chairperson, the company secretary's responsibilities include ensuring

good information flows within the board and its committees and between senior management and

et




non-executive directors, as well as facilitating induction and assisting with professional development

as required.

The company secretary should be responsible for advising the board through the chairperson on all
governance matters. Where the board has a dedicated corporate governance commitiee, the company
secretary should play a key role in guiding the committee on governance matters.

Code Provisions

A.6.1 The chairperson should ensure that new directors receive a full, formal and tailored induction
on joining the board. As part of this, the company should offer to major shareholders the opportunity to
meet a new non-executive director.

A.6.2 The board should ensure that directors, especially non-executive directors, have access to
independent professional advice at the company's expense where they judge it necessary to discharge
their responsibilities as directors. Commitiees should be provided with sufficient resources to undertake
their duties.

A.6.3 All directors should have access to the advice and services of the company secretary, who is
responsible to the board for ensuring that board procedures are complied with. Both the appointment
and removal of the company secretary should be a matter for the board as a whole.

Guidelines on inducting new Directors, a Model Appointment Letter and details of the Company
Secretary’s Role and Terms of Reference are contained in Volume 2 - Handbook and Tool Kit

Best Practices in Good Governance.

A7 Performance evaluation

Main Principle

The board should~undertake a formal and rigorous annual evaluation of its. o“;n performance
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and that of its commlttees and Indlvidual dlrectora
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Supporting Principle

Individual evaluation should aim to show whether each director continues to contribute effectively
and to demonstrate commitment to the role (including commitment of time for board and committee
meetings and any other duties). The chairperson should act on the results of the performance evaluation

by recognising the strengths and addressing the weaknesses of the board and, where appropriate,




proposing new members be appointed to the board or seeking the resignation of directors.

Code Provision

A.7.1 Theboard should state inthe annual report how performance evaluation of the board, its committees
and its individual directors has been conducted. The non-executive directors, led by the senior independent
director, should be responsible for performance evaluation of the chairperson, taking into account the views
of executive directors.

Guidelines for Board Evaluation and a Model Evaluation Questionnaire are contained in

Volume 2 - Handbook and Tool Kit Best Practices in Good Governance.

A.B Re-eiection

Main Principie

Alidirectors shouid be submitted for re-eiection at regular.intervais, subject to continued satisfactory
performance. The board should ensure pianned and progressive refreshing of the board.

Code Provisions

A.8.1 Alldirectors should be subject to election by shareholders at the first annual general meeting after
their appointment, and to re-election thereafter at intervals of no more than three years. The names of
directors submitted for election or re-election should be accompanied by sufficient biographical details and
any other relevant information to enable shareholders to take an informed decision on their election.

A.8.2 Non-executive directors should be appointed for specified terms subject to re-election and
to provisions of the Companies Act relating to the removal of a director. The board should set out to
shareholders in the papers accompanying a resolution to elect a non-executive director why they believe an
individual should be elected. The chairperson should confirm to shareholders when proposing re-election
that, following the formal performance evaluation, the individual's performance continues to be effective
and to demonstrate commitment to the role. Any term beyond six years (e.qg. two three-year terms) for a
non-executive director should be subject to particularly rigorous review, and should take into account the
need for progressive refreshing of the board. Non-executive directors may serve longer than nine years

(e.g. three three-year terms), subject to annual re-election. Serving more than nine years could be relevant

to the determination of a2 non-executive director’s independence (as set out in provision A.4.1).




B. REMUNERATION

B.1 The Level and Make-up of Remuneration

Main Principle
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Supporting Principles
The remuneration commitiee should judge where to position their company relative to other companies.
But they should use such comparisons with caution, in view of the risk of an upward ratchet of

remuneration levels with no corresponding improvement in performance.

They should also be sensitive to pay and employment conditions elsewhere in the group, especially

when determining annual salary increases.

Code Provisions

Remuneration policy

B.1.1 The performance-related elements of remuneration should form a significant proportion of the
total remuneration package of executive directors and should be designed to align their interests with

those of shareholders and to give these directors keen incentives to perform at the highest levels.

B.1.2 Executive share options should not be offered at a discount save as permitted by the relevant

provisions of the Listing Rules.

B.1.3 Levels of remuneration for non-executive directors should reflect the time commitment and
responsibilities of the role. Remuneration for nonexecutive directors should not include share options.
If, exceptionally, options are granted, shareholder approval should be sought in advance and any
shares acquired by exercise of the options should be held until at least one year after the non-executive

director leaves the board. Holding of share options could be relevant to the determination of a non-

executive director’s independence (as set out in provision A.4.1).




Service Contracts and Compensation

B.1.4  The remuneration committee should carefully consider what compensation commitments (including
pension contributions and all other elements) their directors’ terms of appointment would entail in the event
of early termination. The aim should be to avoid rewarding poor performance. They should take a robust

line on reducing compensation to reflect departing directors’ obligations to mitigate loss.

B.1.5 Notice or contract periods should be set at one year or less. If it is necessary to offer longer notice
or contract periods to new directors recruited from outside, such periods should reduce to one year or less

after the initial period.
B.2 Procedure

Main Principle

Tﬁéré-sqr;ot_lld b;a forﬁal a;d tra_ngp_arer_l_t pré&;du're for déﬁéioﬁl né 1ppl|__cy oﬁ_executive_refhﬁﬁ.erration
and for fixing the remuneration packages of individual directors. No director shouid be invoived In
deciding his or her own remuneration.
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Supporting Principies

The remuneration commitiee should consult the chairperson and/or chief executive about their proposals
relating to the remuneration of other executive directors. The remuneration committee should also be
responsible for appointing any consultants in respect of executive director remuneration. Where executive
directors or senior management are involved in advising or supporting the remuneration committee, care

should be taken to recognise and avoid conflicts of interest.

The chairperson of the board should ensure that the company maintains contact as required with its principal

shareholders about remuneration in the same way as for other matters.

Code Provisions
B.2.1 The board should establish a remuneration committee of at least three, or in the case of smaller

companies two, independent non-executive directors. In addition the company chairperson may also be

a member of, but not chair, the committee if he or she was considered independent on appointment as




chairpersan. The remuneration committee should make available its terms of reference, explaining its

role and the authority delegated to it by the board. Where remuneration consultants are appointed, a

statement should be made available of whether they have any other connection with the company.

B.2.2 The remuneration committee should have delegated responsibility for setting remuneration for
all executive directors and the chairperson, including pension rights and any compensation payments.
The committee should also recommend and monitor the level and structure of remuneration for senior
management. The definition of ‘senior management’ for this purpose should be determined by the

board but should normally include the first layer of management below board level.

B.2.3 The board itself or, where required by the Articles of Incorporation, the shareholders should
determine the remuneration of the non-executive directors within the limits set in the Articles of
Incorporation. Where permitted by the Articles, the board may however delegate this responsibility to

a committee, which might include the chief executive.

A Model Charter for the Remuneration Committee is contained in Volume 2 - Handbook and

Too! Kit Best Practices in Good Governance.
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C. ACCOUNTABILITY AND AUDIT
cA Financial Reporting

Main Principle

The board should present a balanced and understandable assessment of the company’s
Supporting Principle

The board’s responsibility to present a balanced and understandable assessment extends to interim
and other reports to the JSE, to regulators as well as to information required to be presented by
statutory and other requirements.

Code Provisions
C.1.1  The directors should explain in the annual report their responsibility for preparing the accounts

and there should be a statement by the auditors about their reporting responsibilities.




C.1.2 The directors should report that the business is a going concern, with supporting assumptions or

qualifications as necessary.
C.2 internal Controls

Main Principle

Code Provision

C.2.1  The board should, at least annually, conduct a review of the effectiveness of the company/group’s
system of internal controls and should report to shareholders that they have done so. The review should
cover all material controls, including financial, operational and compliance controls and risk management
systems.

C.3 Audit Committee and Auditors

Main Principle

Code provisions

C.3.1 The board should establish an audit committee of at least three, or in the case of smaller companies
two, independent non-executive directors. In smaller companies the company chairperson may be amember
of, but not chair, the committee in addition to the independent non-executive directors, provided he or she
was considered independent on appointment as chairperson. The board should satisfy itself that at least

one member of the audit committee has recent and relevant financial experience.

C.3.2 The main role and responsibilities of the audit committee should be set out in written terms of

reference and should include:

* to monitor the integrity of the financial statements of the company, and any formal announcements
relating to the company’s financial performance, reviewing significant financial reporting judgements

contained in them




- to review the company's internal financial controls and, unless expressly addressed by a separate

board risk committee composed of independent directors, or by the board itself, to review the
company's internal control and risk management systems

« to monitor and review the effectiveness of the company’s internal audit function

- to make recommendations to the board, for it to put to the shareholders for their approval in
general meeting, in relation to the appointment, re-appointment and removal of the external auditor
and to approve the remuneration and terms of engagement of the external auditor

» to review and monitor the external auditor's independence and objectivity and the effectiveness of
the audit process, taking into consideration relevant UK professional and regulatory requirements

- to develop and implement policy on the engagement of the external auditor to supply non-audit
services, taking inlo account relevant ethical guidance regarding the provision of non-audit
services by the external audit firm; and to report to the board, identifying any matters in respect of
which it considers that action or improvement is needed and making recommendations as to the
steps to be taken.

C.3.3 The terms of reference of the audit committee, including its role and the authority delegated
to it by the board, should be made available. A separate section of the annual report should describe

the work of the committee in discharging those responsibilities.

C.3.4 The audit committee should review arrangements by which staff of the company may, in
confidence, raise concerns about possible improprieties in matters of financial reporting or other
matters. The audit committee’s objective should be to ensure that arrangements are in place for the

proportionate and independent investigation of such matters and for appropriate follow-up action.

C.3.5 The audit committee should monitor and review the effectiveness of the internal audit activities.
Where there is no internal audit function, the audit committee should consider annually whether there
is a need for an internal audit function and make a recommendation to the board, and the reasons for

the absence of such a function should be explained in the relevant section of the annual report.

C.3.6 The audit committee should have primary responsibility for making a recommendation on
the appointment, reappointment and removal of the external auditors. If the board does not accept
the audit committee's recommendation, it should include in the annual report, and in any papers

recommending appointment or re-appointment, a statement from the audit committee explaining the




recommendation and should set out reasons why the board has taken a different position.

C.3.7 The annual report should explain to shareholders how, if the auditor provides non-audit services,
auditor objectivity and independence is safeguarded.

A Model Charter for the Audit Committee is contained in Volume 2 - Handbook and Tool Kit Best

Practices in Good Governance

D. RELATIONS WITH SHAREHOLDERS
D.1 Dialogue with institutional Sharehoiders

| Main Principle

| ' There should be a dialogue with shareholders based on the mutual understanding of objectives.

| | The board as a whole has responsibliity for ensuring that a satisfactory dlalogue with sharehoiders

‘ takes place.?

Supporting Principles

l Whilst recognising that most shareholder contact is with the chief executive and finance director, the
chairperson (and the senior independent director and other directors as appropriate) should maintain

sufficient contact with major shareholders to understand their issues and concerns.

The board should keep in touch with shareholder opinion in whatever ways are most practical and
efficient.

| Code Provisions

' D.1.1  The chairperson should ensure that the views of shareholders are communicated to the board as
a whole. The chairperson should discuss governance and strategy with major shareholders. Non-executive
directors should be offered the opportunity to attend meetings with major shareholders and should expect
to attend them if requested by major shareholders. The senior independent director should attend sufficient
meetings with a range of major shareholders to listen to their views in order to help develop a balanced
understanding of the issues and concerns of major shareholders.

9Nolhing in these principles or provisions should be taken to overrida the general requirements of law to treatl sharsholders equally in access to
information.




D.1.2 The board should state in the annual report the steps they have taken to ensure that the

members of the board, and in particular the non-executive directors, develop an understanding of the
views of major shareholders about their company, for example through direct face-to-face contact,
analysts’ or brokers' briefings and surveys of shareholder opinion.

D.2 Constructive Use of the AGM

Main Principle

The board should use the AGM to communicate with investors and to encourage their
participation. ¥ ai N = = fk J

Code Provisions

D.2.1 At any general meeting, the company should propose a separate resolution on each
substantially separate issue, and should in particular propose a resolution at the AGM relating to the
report and accounts. For each resolution, proxy appointment forms should provide shareholders with
the option to direct their proxy to vote either for or against the resolution or to withhold their vote. The
proxy form and any announcement of the results of a vote should make it clear that a 'vote withheld' is
not a vote in law and will not be counted in the calculation of the proportion of the votes for and against
the resolution.

D.2.2 The company should ensure that all valid proxy appointments received for general meetings
are properly recorded and counted. For each resolution, after a vote has been taken, except where
taken on a poll, the company should ensure that the following information is given at the meeting and
made available as soon as reasonably practicable on a website which is maintained by or on behalf
of the company:

the number of shares in respect of which proxy appointments have been validly made

the number of votes for the resolution
g the number of votes against the resolution and
0 the number of shares in respect of which the vote was directed to be withheld.

D.2.3 The chairperson should arrange for the chairpersons of the audit, remuneration corporate
governance and nomination committees to be available to answer questions at the AGM and for all

directors to attend.




D.2.4 The company should arrange for the Notice of the AGM and related papers to be sent to shareholders
at least 21 working days before the meeting.

E. TIMELY AND BALANCED DISCLOSURES

Main princlple

Supporting principles

Companies should put in place mechanisms designed to ensure compliance with the Companies Act and

with JSE Listing Rule requirements such that:

+ all investors have equal and timely access to material information concerning the company — including
its financial position, performance, ownership and governance

* company announcements are factual and presented in a clear and balanced way. “Balance” requires
disclosure of both positive and negative information.

Code Provisions

E.1 Companies should establish written policies designed to ensure compliance with JSE Listing Rule
disclosure requirements and to ensure accountability at a senior executive level for that compliance and
disclose those policies or a summary of those policies.

E.2 There should be vetting and authorisation processes designed to ensure that company

announcements:

= are made in a timely manner

- are factual

» do not omit material information

+ are expressed in a clear and objective manner that allows investors to assess the impact of the
information when making investment decisions.

E.3 Companies should include commentary on their financial results to enhance the clarity and balance
of reporting. This commentary should include information needed by an investor to make an informed
assessment of the company’s activities and results.




SECTION 2 INSTITUTIONAL SHAREHOLDERS

F. INSTITUTIONAL SHAREHOLDERS
F.A Dialogue with companies

Main Principle

A Institutlonal shareho!ders should. enter lnto a dialogue with companles based on the mutual
understandlng of ob]ect!ves !
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Supporting Principles
Institutional shareholders should apply the principles set out in the Insfitutional Shareholders’
Committee's “The Responsibilities of Institutional Shareholders and Agents — Statement of Principles’,

which should be reflected in fund manager contracts.
F.2 Evaluation of Governance Disclosures

Main Principle

When evaluating companles' governance arrangements, particularly those reiating to board
structure and composition, institutional shareholders should give due weight to all relevant
factors drawn to their attentlon.

Supporting Principle

Institutional shareholders should consider carefully explanations given for departure from this Code
and make reasoned judgements in each case. They should give an explanation to the company, in
writing where appropriate, and be prepared to enter a dialogue if they do not accept the company’s
position. They should avoid a box-ticking approach to assessing a company’s corporate governance.
They should bear in mind in particular the size and complexity of the company and the nature of the

risks and challenges it faces.
Agents such as investment managers are frequently appointed by institutional shareholders to act

on their behalf and these principles should accordingly be read as applying where appropriate to the

agents of institutional shareholders.




F.3 Shareholder Voting

Main Principle

'_._'ﬂ‘ "

areholders have m

Supporting Principles

Institutional shareholders should take steps to ensure their voting intentions are being translated into
practice. Institutional shareholders should, on request, make available to their clients information on the

proportion of resolutions on which votes were cast and non-discretionary proxies lodged.

Major shareholders should attend AGMs where appropriate and practicable. Companies and registrars
should facilitate this.




APPENDIX

SPECIFIC REQUIREMENTS FOR DISCLOSURE IN THE ANNUAL REPORT

The following material should be included in the corporate governance statement or in the body of the

company’s annual report:

- a statement of how the board operates, including a high level statement of which types of
decisions are to be taken by the board and which are to be delegated to management {A.1.2);

- the names of the chairperson, the deputy chairperson (where there is one), the chief executive,
the senior independent director and the chairpersons and members of the corporate governance,
nomination, audit and remuneration committees (A.1.3);

« the skills, experience and expertise relevant to the position of director held by each director
in office at the date of the annual report

- the period of office held by each director in office at the date of the annual report

+ the number of meetings of the board and those committees and individual attendance by directors
{A.1.3)

- the names of the directors considered by the board to constitute independent directors (A.4.1}

- the existence of any of the relationships listed in A.4.1 and an explanation of why the board
considers a director o be independent, notwithstanding the existence of those relationships

« the other significant commitments of the chairperson and any changes to them during the
year {A.5.3)

« how performance evaluation of the board, its committees and its directors has been conducted
{A.7.1)

- the names of members of the corporate governance or nomination committee and their attendance
at meetings of the committee, or where a company does not have a nomination committee, how
the functions of a nomination committee are carried out

« the steps the board has taken to ensure that members of the board, and in particular the
non-executive directors, develop an understanding of the views of major shareholders about
their company (D.1.2)

- a statement as to whether there is a procedure agreed by the board for directors to
take independent professional advice at the expense of the company (A.6.2).

The annual report should also include:

- a separate section describing the work of the nomination committee, including the process it has
used in relation to board appointments (A.5.6)

+ an explanation from the directors of their responsibility for preparing the accounts and a statement

by the auditors about their reporting responsibilities (C.1.1)




* a statement from the directors that the business is a going concern, with supporting assumptions

or qualifications as necessary (C.1.2)

* areport that the board has conducted a review of the effectiveness of the group’s system of internal
controls (C.2.1)

* a separate section describing the work of the audit committee in discharging its responsibilities (C.3.3)

+ where there is no internal audit function, the reasons for the absence of such a function (C.3.5)

* where the board does not accept the audit committee’s recommendation on the appointment,
reappointment or removal of an external auditor, a statement from the audit committee explaining
the recommendation and the reasons why the board has taken a different position (C.3.6) and

* an explanation of how, if the auditor provides non-audit services, auditor objectivity and independence
is safeguarded (C.3.7).

The following information should be made available (which may be met by placing the information on a

website that is maintained by or on behalf of the company):

» the terms of reference of the nomination, remuneration and audit committees, explaining their role and
the authority delegated to them by the board (A.5.1, B.2.1 and C.3.3)

« the terms and conditions of appointment of non-executive directors (A.5.4), and

- where remuneration consultants are appointed, a statement of whether they have any other connection
with the company (B.2.1).

The board should set out to shareholders in the papers accompanying a resolution to elect or re-elect

directors:

+ sufficient biographical details to enable shareholders to take an informed decision on their election or
re-election (A.8.1)

- why they believe an individual should be elected to a non-executive role {(A.8.2), and

* on re-election of a non-executive director, confirmation from the chairperson that, following the formal
performance evaluation, the individual's performance continues to be effective and to demonstrate
commitment to the role, including commitment of time for board and committee meetings and any other
duties (A.8.2).

The board should set out to shareholders in the papers recommending appointment or reappointment of an
external auditor:
+ if the board does not accept the audit committee’s recommendation, a statement from the audit
committee explaining the recommendation and from the board setting out reasons why they
have taken a different position (C.3.6).
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