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Glossary

BCBS: Basel Committee on Banking Supervision

CARTAC: Caribbean Regional Technical Assistance Centre
CBTT: Central Bank of Trinidad and Tobago

CFA: Chartered Financial Analyst Institute

CIS: Collective Investment Scheme

ECSRC: Eastern Caribbean Securities Regulatory Commission
ESG: Environmental, Social, and Governance

GSEC: Securities and Exchange Commission of Ghana

GRI: Global Reporting Initiative

IFC: International Finance Corporation

IFRS: International Financial Reporting Standards

IOSCO: International Organization of Securities Commissions
OECD: Organization for Economic Cooperation and Development
RAWG: Risk Assessment Working Group

RBS: Risk-Based Supervision

The Act: The Securities Act, Chapter 83:02 of the Laws of the Republic of Trinidad
and Tobago

TTCGC: Trinidad and Tobago Corporate Governance Code

TTSEC: Trinidad and Tobago Securities and Exchange Commission



Summary of Key Terms

e Apply or Explain Approach: A governance practice where companies either comply with
governance codes or provide explanations for deviations, allowing flexibility while promoting
transparency.

e BCBS Principles: Standards established by the Basel Committee on Banking Supervision that
emphasize risk management, Board oversight, and ethical culture, particularly in financial
institutions.

¢ Business Roundtable Principles: A set of corporate governance recommendations focused on
ethical leadership, stakeholder accountability, and the creation of long-term value for
companies.

e CBTT: Central Bank of Trinidad and Tobago, the regulatory body overseeing financial
institutions in the country, which emphasizes strong governance as essential for financial
stability.

e Corporate Governance: The collection of rules, processes, and regulations that dictate the
operation of a business aims to ensure transparency, fairness, and responsibility. It involves
establishing robust structures that harmonize the responsibilities of Boards, management, and
stakeholders while aligning organizational practices with local and global legislation.

e ESG: Environmental, Social, and Governance factors, which are criteria used to evaluate a
company’s sustainability and societal impact.

e IFC Guidelines: Corporate governance recommendations issued by the International Finance
Corporation, tailored specifically for listed companies in emerging markets.

e IOSCO: The International Organization of Securities Commissions, an international body that
provides principles and standards for the regulation of securities markets to promote fair and
transparent practices with the goal of boosting investor protection and financial stability.

e Key Performance Indicators (“KPIs”): Metrics used to assess the performance of companies
in achieving governance objectives, such as compliance with Board independence
requirements or transparency standards.

e Minority Shareholders: Shareholders who own a smaller portion of a company’s shares and

whose rights must be protected from unfair treatment by majority shareholders.



OECD Principles: Guidelines developed by the Organization for Economic Cooperation and
Development that set global standards for corporate governance, emphasizing transparency,
shareholder rights, and Board responsibilities in order to enhance investor confidence and long-
term value creation.

Stakeholders: Individuals or groups affected by or having an interest in a company’s activities,
including shareholders, employees, customers, creditors, suppliers and the wider community.

Sustainability: The integration of environmental, social, and governance considerations into
corporate decision-making and long-term planning to ensure sustainable growth and value
creation.

TTCGC: Trinidad and Tobago Corporate Governance Code, a locally developed governance
code that outlines principles and best practices for effective corporate governance within the
Trinidad and Tobago market.

TTSE: Trinidad and Tobago Stock Exchange, the central institution for securities trading and
listing in Trinidad and Tobago, responsible for establishing listing and governance standards

for market participants.



Abstract

As part of the Trinidad and Tobago Securities and Exchange Commission’s (“TTSEC’s”) transition
to a risk-based approach to supervision in June 2023, which replaced its previous outdated
framework, registrants under Section 51(1) of the Securities Act, Chapter 83:02 of the Laws of the
Republic of Trinidad and Tobago (““Act”) are now evaluated based on the inherent risks associated
with their business activities as well as the potential financial impact of their failure on the local
securities market. After reviewing the most recent risk assessment results for all of the TTSEC's
53 registrants in 2023, the Risk Assessment Working Group determined that registrants in the
Trinidad and Tobago securities market have weaknesses in their corporate governance
frameworks, particularly in terms of Board structure and operations. In light of the foregoing, this
research paper offers a comprehensive examination into corporate governance and makes
recommendations to establish regulations for corporate governance in the securities market of

Trinidad and Tobago.

Drawing on insights from globally recognized frameworks and practices, the TTSEC can enhance
corporate governance practices in the securities market, while offering its registrants sound
guidance to promote transparency, accountability, and market stability. This will help the TTSEC
achieve its objectives of lowering systemic risk and promoting domestic growth in the securities

market.

The study makes many high-level suggestions and advocates for the implementation of globally
linked but locally adapted corporate governance practices. Furthermore, the paper seeks to help
the TTSEC in developing a securities market that can stand as a regional leader in corporate

governance excellence and long-term sustainability.



Executive Summary

For the local securities market to be sustainably transparent, accountable, and financially stable,
corporate governance is nothing short of important. This research paper combines multiple
corporate governance guidelines and principles from various reliable sources, including
international organizations like the Basel Committee on Banking Supervision (“BCBS”), the
International Organization of Securities Commissions (“IOSCQO”), the International Finance
Corporation (“IFC”), the CFA Institute and the Organization for Economic Cooperation and
Development (“OECD”). Various international frameworks are also taken into consideration,
including the Eastern Caribbean Securities Regulatory Commission's (“ECSRC’s”) Corporate
Governance Rules and the Ghana Securities and Exchange Commission's (“GSEC’s”) Corporate
Governance Code. Additionally, this paper integrates data from our local governance frameworks,
such as the Central Bank of Trinidad and Tobago's (“CBTT”) Corporate Governance Guidelines
and the Trinidad and Tobago Corporate Governance Code(“TTCGC”).

The implementation of rigorous and consistent corporate governance standards by registrants in
Trinidad and Tobago's domestic securities market can improve market integrity, thereby attracting

more investors both locally and globally.

Key Findings

A well-structured and diverse Board is necessary for successful oversight of an organisation.
International best practices suggest a mix of executive and non-executive directors, independent
risk committees, and yearly Board reviews/assessments. Strengthening shareholder protections is
also vital, including equal treatment, voting rights, and processes to safeguard minority investors

from unlawful business actions.

Additionally, risk management and internal controls continue to be significant components of
corporate governance, with recommendations for enterprise-wide risk management frameworks,
independent audit functions, and proactive cybersecurity measures. Financial and non-financial
disclosures, such as ESG reporting, integrated financial statements, and transparency in executive

compensation plans, are crucial to maintaining investor trust and regulatory compliance.

Furthermore, corporate governance develops in response to emerging trends such as digital

governance, sustainability reporting, and diversity initiatives. However, challenges persist,
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including legal complexity, inadequate enforcement mechanisms, and opposition to governance
reforms, particularly among family-owned businesses and SMEs. To ensure long-term market
stability and corporate resilience, these issues must be addressed via ethical leadership, regulatory

harmonization, and ongoing adaptation to international governance principles.

Key Recommendations

To improve corporate governance standards among registrants under Section 51(1) of the Act, this
study makes several strategic suggestions targeted at improving governance frameworks, fostering

transparency, and maintaining long-term market stability.

Registrants should establish specialized governance committees and perform periodic governance
reviews. To ensure leadership continuity, Board effectiveness should be strengthened by increasing
independence, promoting diversity, instituting training programs, and building comprehensive

succession plans.

In preparation for future market disruptions, registrants should invest in cybersecurity
infrastructure, adopt thorough risk management frameworks, and carry out stress tests to keep
abreast of their businesses’ ability to stand strong against adverse economic conditions and

changes.

Increase governance efficacy by utilising technology to track compliance, embracing moral

leadership, and encouraging industry cooperation.

Improve financial and non-financial disclosures, frequent stakeholder interaction and incorporate
ESG concepts into fundamental business processes. This develops strong governance that relies

heavily on accountability and transparency.

These suggestions serve as a general guide for our registrants to improve the robustness and
transparency of our local securities market by developing their corporate governance frameworks
and conforming to changing regulatory requirements. In light of the foregoing and as part of the
recommendations outlined in its 2023 Risk Based Supervision (“RBS”)Report the TTSEC seeks
to establish Corporate Governance Guidelines similar to those issued by CBTT. An outline of these

guidelines has been included within this research paper.



Introduction

The TTSEC’s Risk Assessment in 2023 highlighted issues in the quality of corporate governance
in the securities market particularly as it pertains to the structure and operations of the Board of
directors. In light of this, a recommendation was made in the 2023 RBS Report for the
establishment of corporate governance guidelines for the securities sector, similar to those issued

by the CBTT in order to fill the deficiencies observed.

Some of the TTSEC’s registrants in the securities market currently comply with the requirements

of other regulatory entities. These registrants include:

e Insurance Companies dually registered with CBTT required to comply with CBTT’s
Corporate Governance Guidelines

e Commercial Banks dually registered with CBTT required to comply with CBTT’s
Corporate Governance Guidelines

e FEight (8) Broker-Dealers registered with the TTSEC whose companies are members of the
Trinidad and Tobago Stock Exchange (“TTSE”) and are required to comply with the
TTCGC

Furthermore, there are some Board related governance requirements for Collective Investment

Schemes in the Securities (Collective Investment Schemes) Bye-Laws, 2023.

e Bye-Law 7(1) provides that the Board of directors of the CIS Manager and the Board of
directors of the responsible person shall include at minimum, two (2) independent directors
and shall consist of no less than one-third (1/3) of independent directors at all times.

e Bye-Law 7(2) provides that the directors of the CIS manager and the responsible person
shall be fit and proper and possess the necessary experience for the performance of their

duties.

Given that all CIS Managers are required to first be registered with the TTSEC as Broker-Dealers,

these requirements would directly impact these Broker-Dealers where applicable.

In light of the foregoing, there is a need to synchronize all the pre-existing governance

requirements applicable to our registrants and ensure that an industry standard is set by the TTSEC
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for corporate governance in the securities market. This research paper underscores that corporate
governance is more than a regulatory obligation. It is a critical mechanism for fostering responsible
leadership, maintaining investor trust, and driving sustainable growth in our local securities
market. Effective corporate governance structures are therefore central to building resilient

organizations that can adapt to evolving risks and shareholder expectations.
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Methodology and Literature Review

Research Design

This research paper adopts a qualitative approach to analyze corporate governance practices
locally, regionally and globally. The study focuses on synthesizing insights from internationally
recognized governance frameworks, regional codes, and local guidelines to provide actionable
recommendations for registrants in the securities sector. The primary aim is to bridge the gap

between the best global practices and the practices within our local securities market.

Data Collection Methods

Data for this research was collected through the following methods (See Appendix I for details on

research conducted):

e A detailed review of key international governance frameworks, including those issued by
the OECD, IOSCO, IFC, BCBS, and the CFA Institute, was conducted to identify best
practices and standards.

e Regional governance codes, such as the ECSRC Corporate Governance Rules and the
GSEC Corporate Governance Code, were analyzed to provide comparative insights.

e Local governance documents, including the TTCGC and CBTT guidelines, were examined
to contextualize global principles within the local market.

e Books (including Richard Smerdon’s 4 Practical Guide to Corporate Governance), were
also reviewed to provide both theoretical and practical perspectives on corporate

governance.

Data Analysis Methods

The collected data was analyzed through thematic content analysis to identify key governance

themes and challenges. The following steps were taken during the analysis:
1. Comparative Analysis:

International, regional, and local governance frameworks were compared to identify best

practices and challenges specific to the Trinidad and Tobago Securities Market.

2. Synthesis of Findings:
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Findings from the literature review were synthesized to form practical recommendations

tailored to the local market.

Validation and Reliability Measures

To ensure the accuracy and reliability of the research findings, the following measures were

employed:

e Source Triangulation: Multiple sources (international, regional, and local) were cross-
referenced to corroborate findings.
¢ Document Verification: Only authoritative and credible sources were used in the analysis

to maintain data integrity.

Limitations of the Study

This research acknowledges certain limitations:

¢ Qualitative Focus: The reliance on qualitative data may limit the generalizability of
findings.

e Dynamic Governance Landscape: Governance standards continue to evolve,
necessitating periodic updates to the research findings.

e Firm Size: Most of the research is mainly centered around large and established
organizations and therefore small to medium enterprises like our investment advisors may

find difficulty in implementation.

Ethical Considerations

Ethical principles followed during this research include:

e Transparency: Ensuring accurate representation of data sources and analysis.
e Objectivity: Maintaining impartiality in interpretation and recommendations.

e Acknowledgment of Sources: Proper citation of all data sources and literature.

Corporate governance is crucial for encouraging responsibility, openness, and sustainable growth
within the securities m. It creates a framework that allows organizations to operate in alignment
with the interests of stakeholders, shareholders, and regulatory bodies. This literature review not
only includes the Trinidad and Tobago Corporate Governance Code and regional guidelines from

the ECSRC and Ghana SEC but also incorporates perspectives from globally recognized
12



institutions such as the OECD, IOSCO, IFC, BCBS, and the Business Roundtable. Additionally, it
offers an in-depth analysis of corporate governance practices by integrating insights from other
significant sources, including Richard Smerdon's "A Practical Guide to Corporate Governance,"
the CFA Institute, and the Corporate Governance Guidelines from the Central Bank of Trinidad
and Tobago. The literature review provides a comprehensive analysis of corporate governance
principles, regulatory frameworks, and best practices across various jurisdictions. It highlights the
importance of strong governance structures in ensuring transparency, accountability, and investor
confidence. The key findings, highlighted below, underscore the need for robust Board oversight,
shareholder rights protection, risk management strategies, financial and non-financial disclosure,
and ethical leadership. Additionally, emerging governance trends and the challenges in

implementation are explored in depth.
1. Board Structure and Independence

Corporate governance frameworks worldwide emphasize the critical role of independent and
diverse Boards in ensuring effective oversight and strategic decision-making. The OECD, IOSCO,
CFA Institute, and the Trinidad and Tobago Corporate Governance Code (2013) stress the
importance of a well-balanced Board composed of executive, non-executive, and independent

directors. The literature review reveals that:

Board independence is crucial in minimizing conflicts of interest, ensuring objective decision-
making, and protecting shareholder interests. Independent directors must comprise a significant

portion of the Board to provide unbiased oversight.

Diversity in expertise enhances Board effectiveness, with regulators recommending that Boards

include professionals with financial, legal, risk management, and sustainability expertise.

Regular Board evaluations help assess director performance and governance effectiveness,

ensuring continuous improvement and adaptation to evolving corporate governance standards.

Succession planning is identified as a key aspect of governance to ensure continuity in leadership,
particularly in family-owned businesses and financial institutions where long-term stability is

critical.

2. Shareholder Rights and Minority Protection
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Strong governance frameworks prioritize the equitable treatment of shareholders, with particular

attention to protecting the rights of minority investors. The literature review highlights that:

Voting rights and participation in decision-making are fundamental governance principles,
ensuring that shareholders can influence key corporate matters, including Board appointments,

dividend policies, and mergers and acquisitions.

Protection mechanisms for minority shareholders are critical in preventing abusive practices
by controlling shareholders. This includes mechanisms such as cumulative voting, mandatory

disclosure of related-party transactions, and pre-emptive rights in share issuances.

Access to timely and accurate corporate information is necessary for shareholders to make
informed investment decisions. Regulatory bodies emphasize the role of corporate disclosures and

regular reporting in fostering transparency.

Redress mechanisms must be in place to allow shareholders to seek legal or regulatory recourse

in cases of governance failures, mismanagement, or fraud.
3. Risk Management and Internal Controls

The literature review underscores the necessity of strong risk management systems to ensure
financial and operational resilience. Regulatory bodies, including the Basel Committee on Banking
Supervision (BCBS) and the Central Bank of Trinidad and Tobago (CBTT), emphasize proactive

risk mitigation strategies. Key findings include:

Enterprise-wide risk management frameworks should be implemented to assess and mitigate
financial, operational, legal, and reputational risks. Companies must integrate risk assessments into

their strategic planning and daily operations.

The establishment of dedicated risk committees within Boards ensures that risk governance
remains a priority. These committees should work closely with audit committees to monitor

financial stability and compliance risks.

Appointment of a Chief Risk Officer (CRO) who operates independently and reports directly to
the Board is recommended for institutions with significant risk exposure, particularly in financial

services and publicly listed companies.
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Cybersecurity risks are increasingly becoming a major governance concern, with regulators
urging companies to implement strong data protection measures and resilience plans against cyber

threats.

Stress testing and scenario analysis should be conducted regularly to assess a company’s ability

to withstand economic shocks and financial downturns.
4. Corporate Transparency and Disclosure

Transparency in financial and non-financial reporting is a key driver of investor confidence and
regulatory compliance. International best practices, as outlined by IOSCO, CFA Institute, and the

Trinidad and Tobago Corporate Governance Code, highlight the need for:

Timely and accurate financial disclosures to ensure that investors and stakeholders have access
to relevant corporate information. This includes financial statements, risk reports, and earnings

guidance.

Integrated reporting frameworks that combine financial and sustainability disclosures to
provide a holistic view of a company’s long-term strategy and ESG (Environmental, Social, and

Governance) initiatives.

Enhanced disclosure on executive remuneration, related-party transactions, and governance
structures to prevent conflicts of interest and ensure alignment between executive compensation

and company performance.

Independent external audits to validate financial information and internal controls, thereby

reducing the risk of misrepresentation and fraud.
5. Executive Remuneration and Pay-for-Performance Models

Compensation frameworks for executives must align with corporate governance best practices to

prevent excessive risk-taking and ensure long-term sustainability. The literature review identifies:

Balanced remuneration structures that incorporate fixed salaries, performance-linked
incentives, and long-term equity-based compensation to align executive interests with shareholder

value.
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Deferred compensation mechanisms that link executive bonuses and stock options to long-term
company performance rather than short-term financial targets, reducing the risk of excessive risk-

taking for immediate gains.

Mandatory shareholder approval for executive compensation policies, allowing investors to

have a say on pay structures and ensuring transparency in remuneration practices.

Ethical considerations in executive pay, with companies encouraged to establish fair and
proportionate compensation policies that reflect company performance, industry benchmarks, and

regulatory expectations.
6. Emerging Trends in Corporate Governance

Corporate governance is constantly evolving in response to regulatory changes, investor
expectations, and technological advancements. The literature review highlights key trends shaping

governance practices:

ESG Integration: Companies are increasingly embedding ESG considerations into their
governance structures, aligning with global sustainability goals and investor preferences. ESG

disclosures are becoming a mandatory requirement in many jurisdictions.

Digital Governance: The adoption of blockchain technology, artificial intelligence, and data
analytics is transforming corporate governance, enhancing regulatory compliance, and improving

transparency.

Sustainability Reporting: Regulators are urging companies to implement standardized
sustainability reporting frameworks, such as the Global Reporting Initiative (“GRI”’) and the Task

Force on Climate-Related Financial Disclosures (“TCFD”).
7. Implementation Challenges and Compliance Barriers

While corporate governance frameworks provide guidelines for best practices, companies often

face challenges in implementation. The literature review highlights the following barriers:

Regulatory complexity and overlap, particularly for companies operating across multiple

jurisdictions, leading to compliance burdens and inconsistencies in governance practices.
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Weak enforcement mechanisms, with some jurisdictions lacking strong regulatory oversight or

penalties for governance violations, reducing accountability.

Cultural and market-specific governance challenges, especially in family-owned businesses
and SMEs, where traditional management structures often resist external governance

interventions.

Technological risks and cyber threats, requiring companies to balance digital transformation

with data security measures to prevent fraud, data breaches, and system vulnerabilities.

17



Current Landscape

Based on the results of the Risk Based Assessments conducted by the TTSEC in 2023, each control
category within the corporate governance section received a score that ranged between one (1) for
a strong control, to four (4) for a weak control. As such, for corporate governance policy, 64% of
the 53 registrants received a rating of three (3) and above thereby rendering corporate governance

the weakest risk control in the entire local securities market. (See Table 1)

Table 1: (Weak Controls)

Control Indicator No. of - Percentage (%)
Registrants
Corporate Governance 34 64
Regulatory Compliance 33 62
Risk Management 26 49
Conduct 25 47
Financial Management 18 34
AML Compliance 15 28

Source: 2023 RBS Assessments

The significant corporate governance issues faced by registrants included one (1)

or more of the following:

e inadequate conflict of interest policy;

e deficient charter, induction and training for the members of the Board of directors;

e lack of Board independence and diversity (age, gender and educational background);
insufficient review time for Board material;

e Board process for the induction/orientation of a new director was inadequate; and

18



e there was either infrequent or inadequate oversight by senior management over the risk

management and compliance functions.

As at 30" September, 2024 there were forty-three (43) Broker-Dealers, seven (7) Investment

Advisors and one (1) Underwriter registered with the TTSEC who were collectively responsible

for managing over $200.8 billion in assets and had over 3.63 million clients (see Table 2).

Table 2: Registrant Data as at 30" September, 2024

Type of Reporting No. of Assets Under No. of Clients (Including
Entity Registrants | Management ($Mn) CIS Clients for BD’s)
Broker-Dealer 43 186,099.43 3.63Mn
Investment Adviser 7 13,321.90 878
Underwriter 1 1,393.35 447
51 200,814.68 3.631Mn

In comparison to 2023 data reported by the Central Statistical Office, Gross Domestic Product at

Market Prices within Trinidad and Tobago was valued at approximately 172.06 billion (see Figure

).

Figure 1: Bar Chart Depicting Assets Under Management by type of Reporting Entity in

Comparison to GDP

Assets Under Management of Reporting Entities
vis-a-vis GDP at 2023)

Underwriter AUM |

Investment Adviser AUM -

cop (o2s) |

0.00 20.00 40.00 60.00 80.00 100.00 120.00 140.00 160.00 180.00 200.00

® Value ($Billions)
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Implementation Challenges for Registrants

Despite the availability of international standards, implementing robust corporate governance

frameworks presents several challenges:

1. Board Composition and Independence Challenges

Limited Pool of Independent Directors: Smaller markets, such as the Trinidad and
Tobago securities market, often face a limited availability of qualified, independent
directors with diverse skill sets.

Conflict of Interest Risks: Family-owned and closely-held businesses may resist
appointing independent directors.

Diversity Gaps: Achieving age, gender, ethnic, and skills diversity remains challenging in

Board composition.

2. Regulatory and Compliance Burden

Complexity of Regulations: Navigating the extensive requirements from multiple
international frameworks (e.g., OECD, IOSCO, and BCBS) and local regulations like the
CBTT guidelines can be overwhelming.

Cost of Compliance: Smaller firms may struggle with the costs of implementing and
monitoring compliance frameworks, including hiring auditors and legal advisors.
Regulatory Overlaps: Conflicts between local regulations and international governance

guidelines can create confusion.

3. Stakeholder Engagement Challenges

Limited Shareholder Activism: Minority shareholders often lack influence, making it
difficult to ensure equitable treatment.

Resistance to Transparency: Firms may be reluctant to disclose sensitive information to
stakeholders due to fears of reputational damage or competitive disadvantage.

Ineffective Communication Channels: Many firms lack formal mechanisms to gather

and respond to stakeholder feedback.

4. ESG Integration Difficulties
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e Data Collection and Reporting: Gathering reliable ESG data and aligning with reporting
frameworks (such as GRI) can be complex and resource-intensive.

e Cultural Resistance: Firms may view ESG considerations as non-essential or peripheral
to financial performance.

e Absence of Clear Guidelines: There is often ambiguity in how ESG factors should be

incorporated into decision-making processes.
5. Ethical Leadership and Corporate Culture

e Weak Ethical Frameworks: Companies may lack comprehensive codes of conduct and
whistleblowing mechanisms.

e Resistance to Cultural Change: Shifting entrenched corporate cultures toward ethical
behavior and transparency can be difficult.

e Tone at the Top: Some senior executives may prioritize short-term profits over long-term

ethical considerations.
6. Risk Management Challenges

e Limited Expertise: Many Boards lack the expertise to oversee sophisticated risk
management strategies, especially for emerging risks like cybersecurity.

e Inadequate Systems: Companies may not have robust frameworks for identifying,
assessing, and mitigating risks.

e Dynamic Risk Landscapes: Rapid changes in technology and global economic conditions

require adaptive risk management practices.
7. Disclosure and Transparency Issues

e Inconsistent Reporting Practices: Firms often struggle to maintain consistent and
comprehensive reporting on governance and financial performance.

¢ Reluctance to Disclose Negative Information: Companies may hesitate to report
governance failures or operational risks.

e Complexity of International Standards: Aligning with multiple reporting frameworks,

such as those from IOSCO, BCBS and IFRS can be challenging.
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8. Technological Barriers

e Limited Digital Infrastructure: Smaller firms may not have the resources to invest in
digital governance tools.

e Cybersecurity Risks: Increased reliance on digital governance systems exposes firms to
data breaches and cyber threats.

e Slow Adoption of RegTech: Regulatory technology (RegTech) solutions are underutilized

in governance compliance monitoring.
9. Training and Capacity Building

e Lack of Expertise: There is often a shortage of professionals with expertise in governance
best practices.

¢ Resource Constraints: Smaller firms may not prioritize training programs due to financial
and time limitations.

e Resistance to Continuous Learning: Some directors and executives may be reluctant to

participate in governance training initiatives.
10. Cultural and Market-Specific Challenges

e Resistance to Change: Firms in markets like Trinidad and Tobago may resist adopting
international governance practices due to cultural and historical norms.

e Informal Business Practices: Long-standing informal practices can conflict with formal
governance structures.

e Market Concentration: The dominance of a few large firms can stifle competition and

innovation in governance practices.
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Recommendations

The following options seek to address the challenges identified above:
Option 1: Develop a formal corporate governance guideline issued by the TTSEC

The TTSEC can consider the development of Corporate Governance Guidelines that are scalable
and adaptable for Registrants with any size of operation. As such the proposed guidelines will be
tailored to accommodate the resource limitations and operational challenges typical of smaller
registrants. Stemming from the research and the aforementioned challenges, it is recommended
that the TTSEC consider drafting Corporate Governance Guidelines. See Appendix 2 for a list of

areas to be considered for larger® firms:

Option 2: Encourage our Registrants under section 51(1) of the Act, who are not dually registered
with the CBTT or the TTSE, to adopt the Trinidad and Tobago Corporate Governance Code (see
Appendix 1) and publish specific corporate governance suggestions deriving from the specific
issues identified in the RBS Framework via circular letter. We recommend that registrants adopt
the Trinidad and Tobago Corporate Governance Code as it is a well-structured, comprehensive
code tailored to the local context while reflecting international best practices. Its principles cover
critical areas such as Board structure and independence, the need for the establishment of Board
committees, accountability, transparency, shareholder engagement, and ethical leadership.
Moreover, the adoption of the TTCGC is not an unreasonable expectation since eight (8) of the
TTSEC’s existing registered Broker-Dealers are already required to comply with its provisions,
demonstrating both its feasibility and relevance to the local securities market. However, simple

guidelines would have to be developed separately for Individual Investment Advisers.

! Larger firms are defined as firms with more than 5 employees
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Conclusion

Corporate governance is more than just a legislative necessity; it is a strategic imperative. Good
corporate governance is a critical component of a well-functioning securities market, ensuring that
registrants act with openness, responsibility, and long-term sustainability. As the regulatory
landscape shifts, organizations' capacity to adapt to new governance standards will determine their
resilience and competitiveness. This research has looked at governance concepts, risk
management frameworks, shareholder protections and ESG integration, emphasizing the

importance of effective internal governance structures and compliance procedures.

Although global best practices provide a foundation for guidance, Trinidad and Tobago's particular
market conditions necessitate customized methods for implementing governance due to the size
and activities conducted within our market. In order to overcome obstacles including technical
risks, regulatory complexity and enforcement gaps, proactive involvement and strategic alignment
with national and international standards will be necessary. Registrants can build better
relationships with investors and other stakeholders by emphasizing Board independence, financial

and non-financial transparency as well as ethical leadership.

Notwithstanding, it is important to note that the effectiveness of corporate governance in the local
securities market of Trinidad and Tobago is not solely dependent on regulatory mandates, but on
the willingness of firms to go beyond compliance and embed governance excellence into their
corporate culture. As the TTSEC continues to refine its supervisory approach, registrants must take
responsibility for advancing corporate governance practices that ensure market integrity, investor

confidence, and economic sustainability.

Ultimately, strong corporate governance is the cornerstone of a vibrant securities market. By
implementing the strategies outlined in this paper, our registrants can contribute to the
development of a robust and transparent financial ecosystem in Trinidad and Tobago, ensuring

sustainable growth and resilience in an increasingly interconnected and dynamic global economy.
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Appendix I — Corporate Governance Research

OECD Principles of Corporate Governance

1. Ensuring the Basis for an Effective Corporate Governance Framework

This principle focuses on establishing a solid foundation for corporate governance practices to

ensure transparency, accountability, and integrity within organizations.
A. Importance of Transparent and Fair Markets

Transparent and well-regulated markets reduce information asymmetry, ensuring that investors can
make informed decisions. The legal and regulatory framework must balance flexibility and

predictability to encourage entrepreneurship while safeguarding market integrity.
B. Designing a Proportional Legal Framework

Regulations should be tailored to the needs of different types of companies, considering factors
like company size, development stage, and market complexity. Over-regulation can stifle
innovation, while under-regulation may lead to market abuse. Therefore, proportionality ensures

appropriate compliance without unnecessary burdens.
C. Flexibility with Soft Law Mechanisms (Governance Codes)

Governance codes based on "comply or explain" principles encourage innovation in governance.
Companies that choose to deviate from these codes must explain their rationale, fostering

accountability and flexibility simultaneously.
D. Addressing Conflicting Regulations

Overlapping regulations across sectors (corporate law, securities law, environmental regulations)
may create conflicts or redundancies. Policymakers must harmonize these rules to avoid confusion

and maintain effective oversight.

E. Stock Market Role in Governance
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Stock exchanges enforce listing requirements that promote better governance practices for listed
companies. Exchanges must ensure their role as standard-setters isn't compromised by profit-

driven motives.
F. Importance of Autonomous Regulators

Regulatory bodies should operate independently to avoid political interference and maintain
market stability. These agencies must have the authority, resources, and integrity to investigate,

sanction, and enforce compliance.
G. Harnessing Digital Technologies for Governance

Digital solutions can enhance reporting and compliance but pose challenges such as cybersecurity
risks and algorithmic biases. Supervisory bodies must develop technical competence and safeguard

against over-reliance on automated decision-making.
H. Cross-Border Cooperation

Effective international collaboration is essential for addressing corporate governance in
multinational corporations. Jurisdictions should adopt information-sharing agreements and joint

supervisory mechanisms (OECD, 2015).
2. The Rights and Equitable Treatment of Shareholders

This principle emphasizes the importance of protecting shareholders' rights and ensuring fair

treatment, as well as recognizing the key functions of ownership within corporate structures.
A. Core Shareholder Rights

Ownership Registration: Secure and transparent systems for share registration protect shareholder

interests.

Voting Rights: Shareholders should be able to vote on important corporate matters, influencing the

company's strategic direction.

Access to Information: Companies must provide timely and material information, enabling

informed shareholder decisions.

B. Shareholder Participation in Fundamental Decisions
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Shareholders should vote on significant changes such as mergers, acquisitions, and amendments
to corporate bylaws. Proper checks and balances are needed to prevent abuse in transactions

involving operational asset transfers.
C. Removing Barriers to Participation

Companies should adopt remote participation mechanisms (virtual meetings) to lower costs for
shareholders. Voting procedures must be clear and equitable, avoiding practices like bundling

resolutions or setting unreasonably short notice periods.
D. Protection Against Abusive Practices

Legal systems must protect minority shareholders from abuses by controlling shareholders.

Derivative lawsuits and arbitration processes provide tools for redress.
E. Equal Treatment of Shareholders

Share classes must be transparent, and investors must be informed of rights before purchasing

shares. Changes in voting rights should require approval from the affected classes.
F. Managing Conflicts of Interest in Related Party Transactions

Related party transactions should be disclosed, reviewed, and approved transparently. Independent

Board members play a critical role in evaluating these transactions.
G. Strengthening Minority Shareholder Protection

Mechanisms such as cumulative voting and pre-emptive rights help minority shareholders
influence key decisions. In jurisdictions with high family ownership, protections against self-

dealing are essential (OECD, 2015).
3. Institutional Investors, Stock Markets, and Other Intermediaries

This principle highlights the role of institutional investors, stock markets, and intermediaries in

promoting good corporate governance practices and fostering market integrity
A. Investor Engagement and Stewardship

Institutional investors should disclose governance policies and voting strategies. Stewardship

codes encourage investors to hold companies accountable for governance practices.
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B. Voting Practices

Custodians holding shares on behalf of clients should only vote based on explicit instructions.
Proxy voting mechanisms should ensure shareholders' voting preferences are accurately

represented.
C. Managing Conflicts of Interest

Institutional investors must manage conflicts arising from relationships with investee companies
(e.g., managing their pension funds). Transparent fee structures and separation of duties help

mitigate conflicts.
D. Ensuring the Integrity of Advice

ESG rating providers, proxy advisors, and analysts must disclose methodologies and conflicts of

interest. Their influence on investment decisions makes transparency essential.
E. Prohibition of Insider Trading

Enforcement against insider trading and market manipulation is vital for fair market operations

(OECD, 2015).
4. Disclosure and Transparency

This principle underscores the significance of disclosure and transparency in corporate operations,

ensuring that stakeholders have access to relevant information for informed decision-making.
A. Comprehensive and Timely Disclosures

Companies must provide material information on financial performance, governance, and

sustainability risks. Disclosures should be reliable, comparable, and accessible.
B. Importance of Sustainability Reporting

Investors and stakeholders increasingly demand disclosures on climate-related and ESG risks.

Companies must integrate sustainability factors into their reporting frameworks.

C. External Audits and Auditor Independence
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Independent audits enhance the credibility of financial reports. Proper regulations must protect

auditors from undue influence.

D. Digital Reporting and Data Standards

Digital reporting formats reduce compliance costs and improve accessibility (OECD, 2015).
5. Responsibilities of the Board

This principle outlines the key responsibilities of the Board of directors in overseeing the

company's management, strategy, and risk management processes.
A. Composition and Diversity

Boards should consist of individuals with diverse backgrounds and skills. A mix of independent

and executive directors enhances decision-making.
B. Ethical Conduct and Accountability

Boards must ensure ethical conduct and compliance with laws. Fiduciary duties require Board

members to act in the company's best interest.

C. Strategic Oversight

Boards set long-term strategic goals and monitor management’s implementation.
D. Risk Management and Sustainability Integration

Boards should identify and manage financial, operational, and sustainability risks. Scenario

analysis for climate risks is increasingly essential.
E. Performance Evaluation and Remuneration

Transparent remuneration policies for executives and Board members align incentives with
performance. Shareholder approval of equity-based compensation schemes is critical (OECD,

2015).

6. Sustainability and Resilience
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This principle addresses the growing importance of sustainability and resilience in corporate
governance, focusing on managing climate-related risks and incorporating stakeholder

perspectives for long-term success.
A. Integrating Sustainability into Corporate Strategy

Companies must incorporate environmental, social, and governance factors into their strategic

planning. Sustainability initiatives should be aligned with long-term business goals.
B. Transparency in Sustainability Disclosures

Material sustainability-related information should be disclosed in a consistent and comparable

manner. Climate change risks require special attention in disclosure practices.
C. Role of the Board in Sustainability

Boards are responsible for overseeing sustainability initiatives and ensuring alignment with

corporate strategy.
D. Stakeholder Engagement

Companies should engage with employees, communities, and other stakeholders to promote

resilience. Collaborative initiatives can help address societal challenges.
E. Contribution to Broader Societal Goals

Companies have a role in contributing to global sustainability goals, such as reducing

environmental harm and promoting inclusive growth (OECD, 2015).

I0OSCO Objectives and Principles of Securities Regulation

I0SCO is dedicated to promoting fairness, efficiency, and transparency in securities markets, while
also safeguarding investors and minimizing systemic risks (I0OSCO, 2007, 2016, 2017). Drawing
from IOSCQO’s Objectives and Principles of Securities Regulation (2017), Final Report on
Corporate Governance Practices (2016), and Corporate Governance Practices in Emerging

Markets (2007), the organization offers a comprehensive approach to governance.
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1. Board Composition and Independence

All reports emphasize the importance of having Boards composed of both executive and non-
executive (especially independent) directors. This composition guarantees accountability, well-

informed strategic choices, and efficient risk management (IOSCO, 2016, 2017).
A. Board Structures and Governance Models

Single-Tier Boards: Typical in various locations (for example, India and Turkey), these Boards
merge management and supervisory roles into one framework. While this model is effective, it

might lead to a heightened risk of inadequate oversight (IOSCO, 2007).

Two-Tier Boards: Present in countries like Poland and the Republic of Srpska, these Boards
distinguish between supervisory and management functions, providing clearer oversight and
accountability. The supervisory Board monitors management actions and protects the interests of

shareholders (I0SCO, 2016).

Flexible Board Structures: In nations such as Mauritius and Sri Lanka, companies have the
option to adopt their desired Board structure as per the applicable legal requirements (IOSCO,
2017).

B. The Role of Independent Directors

Defining Independence: An independent director should have no material relationship with the

company, such as:

- Recent employment within the company or its subsidiaries
- Significant business transactions with the company

- Close familial ties to management (IOSCO, 2016, 2017).
Independence is also determined by:
Negative Criteria: No financial dependence or conflict of interest.

Positive Criteria: Possession of expertise, strategic insight, and the ability to provide constructive

criticism (I0OSCO, 2007).

Importance of Independence:
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- Ensures that management decisions are objectively challenged.
- Protects minority shareholder interests by acting as a neutral voice.

- Helps to prevent conflicts of interest and fraud (IOSCO, 2016).
Board Evaluation and Renewal:

- Regular performance evaluations help maintain accountability.
- External assessments for large companies are recommended to provide unbiased feedback

(I0SCO, 2017).
C. Diversity and Expertise

Gender Diversity: Encouraging women on Boards has shown positive governance and financial

performance impacts (IOSCO, 2016).

Skill Diversity: Boards benefit from members with expertise in finance, technology, law, and

environmental management (IOSCO, 2007, 2017).
2. Remuneration and Incentive Structures

Fair and transparent remuneration frameworks align executive compensation with the company's

long-term strategic goals (IOSCO, 2016).
A. Key Components of Executive Compensation

Fixed Pay: Base salary reflecting the executive’s experience, responsibilities, and role (IOSCO,

2017).
Variable Pay: Performance-linked incentives such as bonuses and share options (I0SCO, 2016).

Equity-Based Compensation: Stock options or performance shares that align executive interests

with shareholder value (IOSCO, 2007).
B. Balancing Fixed and Variable Pay

Companies must guard against excessive variable pay that incentivizes risky behavior (IOSCO,

2016).

Deferred Compensation Models: These link a portion of executive rewards to long-term

performance metrics (I0OSCO, 2017).
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C. Shareholder Oversight of Executive Compensation

Say on Pay: Sharecholders should have the right to approve executive remuneration packages

(I0SCO, 2007).
Transparency Requirements - Companies must disclose:

- Compensation policies
- Individual executive remuneration

- Performance criteria for bonuses (I0SCO, 2016, 2017).
D. Pay-for-Performance Principles

Compensation must be linked to both short-term and long-term company goals, such as market

expansion, technological innovation, or sustainability targets (IOSCO, 2016).
3. Risk Management and Internal Controls

All reports emphasize the need for comprehensive risk management systems to protect corporate

assets, reputation, and stakeholder interests (IOSCO, 2017).
A. Board’s Role in Risk Oversight

Boards must set the company’s risk appetite and ensure that policies are integrated into daily

operations (I0OSCO, 2016).

Risk Committees: These specialized Board subcommittees oversee risk policies and ensure

compliance (I0OSCO, 2007).
B. Key Risk Categories

Financial Risks: Monitoring debt levels, cash flows, and financial statement accuracy (I0SCO,

2016, 2017).

Operational Risks: Ensuring business continuity in the face of technological disruptions (IOSCO,

2007).

Cybersecurity Risks: Protecting sensitive data and maintaining secure information systems

(I0SCO, 2016).
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Sustainability Risks: Addressing climate change, resource scarcity, and social impacts (I0SCO,

2017).

C. Internal Control Systems

Control Environment: Establishing ethical standards and a culture of accountability (IOSCO,

2016).

Monitoring: Regular audits to identify and correct deficiencies (IOSCO, 2007, 2017).

Segregation of Duties: Ensuring that no single employee has control over all aspects of any critical

process (I0OSCO, 2016).

D. External Audit Functions

Independent auditors must review the company’s financial statements and internal controls.
Auditor rotation policies prevent excessive familiarity that could impair objectivity (I0OSCO,

2017).
4. Shareholder Protection and Minority Rights

Protecting shareholder rights, particularly for minority investors, is crucial for a healthy corporate

environment.
A. Core Shareholder Rights

1. Secure Ownership Registration: Shareholders must have access to accurate and secure

ownership records (IOSCO, 2016, 2017).

2. Transferability of Shares: Legal provisions should enable the free transfer of shares (IOSCO,
2007, 2016).

3. Voting Rights: Shareholders must be able to participate in decision-making processes at AGMs
(I0SCO, 2017).
4. Profit Distribution: Right to receive dividends proportionate to shareholding (I0OSCO, 2016).

5. Influence Over Major Decisions: Shareholders should approve mergers, acquisitions, and

other structural changes (I0SCO, 2007, 2016, 2017).

B. Protection of Minority Shareholders
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Nominating Board Members: Minority shareholders should have mechanisms to nominate Board

representatives (I0SCO, 2016, 2017).

Redress Mechanisms: Shareholders must be able to seek legal or regulatory remedies for

grievances (I0OSCO, 2007, 2016).

C. Prohibition of Insider Trading

Insider trading laws exist in most emerging markets but enforcement mechanisms are often weak
(I0SCO, 2007, 2016). Effective surveillance systems and stringent penalties are crucial (IOSCO,
2017).

5. Corporate Governance Disclosure and Transparency

Transparency is fundamental to corporate governance, fostering trust and accountability (IOSCO,

2007, 2016, 2017).
A. Financial Reporting

Timely and Accurate Reporting: Companies must publish audited financial statements on time

(I0SCO, 2016, 2017).

Integrated Reporting: Combining financial and sustainability data in a single report (I0OSCO, 2007,
2016).

B. Non-Financial Information Disclosure

Sustainability Reporting: Emerging markets are increasingly emphasizing the disclosure of ESG

factors (I0SCO, 2016, 2017).

Risk Disclosure: Companies should clearly communicate key risks, including financial, cyber, and

reputational threats (IOSCO, 2007, 2016).

C. Shareholder Communication

Management-Shareholder Dialogue: Open communication channels ensure that shareholder

concerns are addressed (IOSCO, 2016, 2017).

Annual General Meetings (AGMs): These provide a platform for shareholders to engage with
management (IOSCO, 2007).
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6. Enforcement and Compliance Mechanisms

All reports highlight the need for strong enforcement mechanisms to ensure adherence to

governance standards (I0OSCO, 2007, 2016, 2017).
A. Enforcement Strategies

Penalties and Sanctions: These range from monetary fines to delisting from stock exchanges

(I0SCO, 2016, 2017).

Judicial Remedies: Shareholders should have access to courts for resolving disputes (I0OSCO,

2007, 2016).

B. Addressing Governance Violations

Many emerging markets are strengthening their regulatory frameworks to improve enforcement

(I0SCO, 2016, 2017). Publicizing cases of non-compliance serves as a deterrent (IOSCO, 2007).
7. Promoting Investor Activism

Investor activism plays a vital role in holding companies accountable and driving governance

reforms (IOSCO, 2007, 2016, 2017).
A. Legal Framework for Activism
Shareholders should have the right to:

- Challenge Board decisions (IOSCO, 2016, 2017).
- Demand access to company information (IOSCO, 2007, 2016).
- (all for extraordinary general meetings (IOSCO, 2017).

B. Formation of Investor Associations

These associations amplify the collective voice of investors and foster better communication with
companies (IOSCO, 2007, 2016). Jurisdictions like India and Thailand actively promote such
associations (I0SCO, 2017).
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CFA Institute’s Corporate Governance of Listed Companies

The CFA Institute’s Corporate Governance of Listed Companies (3rd Edition) offers in-depth
perspectives on optimal governance practices for public firms. These recommendations are

designed to address the changing demands of investors and stakeholders around the world.
1. Importance of Corporate Governance to Investors

Corporate governance is vital to ensure that companies are managed efficiently and ethically to

protect the interests of shareholders and other stakeholders.
Key Objectives of Corporate Governance:

Align Interests: Minimize agency conflicts between company insiders (management and Board)

and external shareholders.

Enhance Decision-Making: Ensure Boards are equipped with diverse skills, independence, and

resources.
Promote Ethical Conduct: Ensure legal and ethical behavior in all interactions with stakeholders.

Drive Long-Term Performance: Support strategies focused on long-term value creation rather

than short-term profit maximization.

Investor Considerations: Investors should assess whether governance frameworks support long-
term stability and shareholder engagement. Companies with poor governance are at greater risk of

scandals, regulatory sanctions, and reduced financial performance (CFA Institute, 2022).
2. Board of Directors: Composition, Independence, and Responsibilities

The Board is responsible for strategic oversight, performance monitoring, and ensuring ethical

management conduct.
A. Board Composition and Independence
At least a majority of independent Board members is critical for unbiased decision-making.
Independence is defined by:
- No significant financial or familial relationships with the company.
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- No recent employment ties to the company or close ties to its executives.
B. Roles and Responsibilities of the Board
Strategy Setting: Define long-term strategic goals and monitor their execution.

Risk Management: Oversee the identification and management of financial, operational, and

reputational risks.

Performance Monitoring: Evaluate the performance of management and ensure appropriate

incentive structures.
Ethics Oversight: Ensure the company adheres to ethical and legal standards.
C. Specialized Board Committees

Audit Committee: Ensures the accuracy of financial reports and the independence of external

auditors.

Remuneration Committee: Sets executive compensation in alignment with shareholder interests.
Nominations Committee: Identifies and evaluates candidates for Board positions.

D. Evaluating Board Performance

Key Factors: Diversity, independence, industry expertise, and ongoing director training.

Red Flags: Combined CEO and Board chair roles, lack of independent committees, and absence
of succession planning (CFA Institute, 2022).

3. Management: Ethical Conduct, Incentives, and Transparency

Management plays a crucial role in executing the company’s strategic plan and maintaining

operational excellence.

A. Ethical Conduct and Codes of Ethics

Companies should adopt robust codes of ethics guiding decision-making and conflict resolution.
Investors should examine:

- The existence and enforcement of a code of ethics.
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- Mechanisms for reporting ethical breaches and whistleblower protections.

- Training programs for employees on ethical standards.
B. Executive Compensation
Compensation structures should:

- Balance fixed and variable components to incentivize long-term performance.

- Include clawback provisions to recover bonuses in cases of fraud or misconduct.
C. Transparency and Communication

Investors should assess how management communicates strategic objectives, ESG risks, and
financial performance Investors should also look for comprehensive sustainability reports and

timely earnings disclosures (CFA Institute, 2022).
4. Shareholder Rights and Protections

Protecting shareholder rights ensures that companies remain accountable and responsive to their

owners.
A. Key Shareholder Rights

Voting Rights: Shareholders should vote on major corporate decisions, such as mergers and

executive pay.
Proxy Voting: Companies must provide avenues for proxy voting.
Right to Information: Access to accurate and timely information.

Dividend Entitlements: Shareholders should receive a share of profits proportionate to their

ownership.
B. Shareholder Proposals

Shareholders should have the right to submit proposals and resolutions for consideration at the

AGM.
C. Ownership Structures
Investors should be wary of dual-class share structures that dilute voting power.
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D. Anti-Takeover Measures
Poison pills and golden parachutes can entrench management and harm shareholder value.
E. Red Flags for Investors

Limited disclosure of shareholder rights, inadequate voting mechanisms, and restricted access to

information (CFA Institute, 2022).
5. Risk Management and Internal Controls

Risk management frameworks safeguard a company's financial stability and operational

effectiveness.

A. Board Oversight of Risk

The Board should establish risk committees responsible for monitoring and managing major risks.
B. Key Risk Categories

Financial Risks: Monitoring debt levels, liquidity, and exposure to market volatility.
Operational Risks: Ensuring business continuity and robust supply chains.

Cybersecurity Risks: Protecting sensitive data and maintaining secure information systems.
Sustainability Risks: Addressing climate change and resource scarcity.

C. Internal and External Audits

Companies should have independent internal audit functions reporting directly to the audit

committee. External auditors must be independent and competent.
D. Investor Considerations

Assess the presence of comprehensive risk disclosures and effective audit practices (CFA Institute,

2022).
6. Corporate Transparency and Reporting

Transparency builds trust and supports informed investment decisions.

A. Financial Reporting
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Companies should provide accurate, timely, and comprehensive financial reports.
Reports must adhere to standards like IFRS or GAAP.
B. ESG Reporting

Investors increasingly demand detailed information on environmental, social, and governance

(ESQG) factors.
C. Digital Reporting and Communication

Digital communication platforms can improve shareholder engagement and information

dissemination (CFA Institute, 2022).

7. Ethical Business Practices

Ethical governance fosters long-term value creation and protects against reputational risks.
A. Related-Party Transactions

Investors should scrutinize transactions involving Board members or executives to identify

potential conflicts of interest.

B. Personal Use of Company Assets

Policies must prohibit the misuse of company resources by insiders.
C. Anti-Bribery and Corruption Policies

Companies should have stringent policies against bribery and corruption, with regular compliance

training (CFA Institute, 2022).

8. Shareholder Engagement and Communication

Effective communication builds strong relationships between companies and their shareholders.
A. Communication Channels

Companies should establish direct lines of communication with shareholders. AGMs provide a

platform for engagement and discussion.

B. Investor Relations
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Institutional investors are increasingly demanding active engagement with company Boards (CFA

Institute, 2022).

9. Governance Best Practices Across Regions

The CFA manual highlights variations in governance practices across global regions.
A. Legal and Regulatory Differences

Governance codes vary by jurisdiction; investors should understand local rules.

B. Stewardship Codes

Stewardship codes in markets like the UK and Japan encourage responsible investing and

corporate engagement (CFA Institute, 2022).

10. Investor Guidelines for Evaluating Corporate Governance

To assess a company's governance practices, investors should:

Board Composition: Evaluate diversity, independence, and qualifications.
Executive Compensation: Analyze alignment with long-term value creation.
Risk Management: Assess frameworks for financial, operational, and ESG risks.
Transparency: Look for timely and accurate reporting.

Shareholder Rights: Examine mechanisms for participation and engagement (CFA Institute,

2022).

IFC Guidelines for Listed Companies

The IFC Guidelines for Listed Companies (International Finance Corporation) outline a series of
principles intended to assist companies listed on stock exchanges in following global best practices
in corporate governance, emphasizing transparency, accountability, and ethical conduct in

business. These guidelines seek to establish a framework that improves the operations of financial
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markets and guarantees effective management of companies, thereby boosting investor trust and

market stability (IFC, 2021).
Some of the key areas covered by the IFC Guidelines include:

Board of Directors: The guidelines emphasize the importance of an effective and independent
Board that is responsible for overseeing management, ensuring that the company operates in the
interests of shareholders, and ensuring that there is a clear division of roles between the Board and
management. Boards should consist of a mix of executive and non-executive directors, with

independent directors having significant influence on decision-making (IFC, 2021).

Shareholder Rights: The guidelines stress the protection of shareholders' rights and ensure that
shareholders are treated equitably. Companies are encouraged to adopt measures to make it easy
for shareholders to exercise their rights, such as voting on key issues like Board appointments,

dividends, and mergers (IFC, 2021).

Financial Transparency and Disclosure: Companies are advised to maintain high standards of
financial reporting and disclosures, ensuring that stakeholders are informed about the company’s
performance, risks, and governance practices. Transparency should include not just financial
statements, but also disclosures related to corporate governance structures, executive

compensation, and related party transactions (IFC, 2021).

Risk Management: The guidelines stress the need for listed companies to establish robust risk
management processes to identify, assess, and mitigate risks, including financial, operational,
legal, and reputational risks. This involves setting up internal controls and ensuring that the risk

management system is properly supervised (IFC, 2021).

Ethical Conduct and Corporate Social Responsibility (CSR): IFC encourages listed companies
to operate ethically, considering the interests of a wide range of stakeholders, including employees,
customers, suppliers, and the broader community. The guidelines promote the integration of social
and environmental factors into corporate decision-making, as part of a company’s broader

corporate social responsibility strategy (IFC, 2021).

Executive Remuneration: Companies are encouraged to have transparent and competitive

executive compensation policies that align the interests of executives with those of shareholders
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and the long-term performance of the company. Compensation should be disclosed
comprehensively, and executive pay should be reasonable and proportionate to the company’s

performance (IFC, 2021).

Anti-Corruption and Legal Compliance: The guidelines highlight the importance of adherence
to laws and regulations, particularly regarding anti-corruption measures. Companies are advised
to have strong anti-corruption policies in place, ensuring compliance with local and international

legal standards (IFC, 2021).

Stakeholder Engagement: Companies are encouraged to engage constructively with stakeholders
and consider their concerns in decision-making processes. This helps maintain a positive
reputation and builds trust with various stakeholder groups, including employees, customers, and

the community (IFC, 2021).

Basel Committee on Banking Supervision (BCBS)

The Basel Committee on Banking Supervision (BCBS) has established corporate governance
principles aimed at strengthening risk management, oversight, and accountability within financial
institutions. These principles are designed to enhance governance frameworks, mitigate systemic
risks, and promote financial stability. The BCBS guidelines emphasize the role of banks’ Boards,
senior management, risk governance frameworks, and transparency in fostering sound corporate

governance practices (BCBS, 2015).

Board Responsibilities:

Oversight and Accountability: The Board is not merely a passive oversight body; it plays an
active role in all significant business decisions. This includes monitoring financial performance,
risk management, compliance with regulations, and ethical standards. Boards should ensure the
establishment of robust metrics to evaluate management performance and necessitate regular

reporting on performance relative to strategic goals.

Engagement with Stakeholders: Robust governance involves regular engagement with
stakeholders, including investors, employees, and customers. This engagement provides valuable

feedback that can shape governance practices and strategic objectives. The Board must convene
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periodic stakeholder meetings to discuss governance concerns and future directions, increasing

transparency and trust (BCBS, 2015).
Board Composition and Qualifications:

Diversity and Independence: A diverse Board that incorporates a variety of experiences,
backgrounds, and perspectives leads to richer discussions and well-rounded decision-making. This
may include selecting members with differing professional experiences, cultures, genders, and age
groups. Moreover, maintaining a majority of independent directors can reduce the risk of

groupthink and conflicts of interest.

Continuous Development: Boards should commit to ongoing education and training. This
includes workshops on regulatory changes, ethical standards, and emerging risks, ensuring that
each member can contribute effectively. Regular assessments of Board performance including self-

evaluations and external evaluations can also identify areas for improvement (BCBS, 2015).

Risk Management:

Comprehensive Risk Framework: Establishing an enterprise-wide risk management framework
captures all types of risks (credit, market, operational, liquidity, reputational). This framework
should be reviewed and updated regularly to adapt to changes in the external environment,
economic conditions, and business operations. Furthermore, integrating risk management into the

bank's strategic planning process can ensure that risks are anticipated and mitigated early on.

Risk Culture: The tone set by the Board and senior management is crucial in developing a sound
risk culture within the bank. This involves promoting a culture that encourages open
communication about risks and empowers all employees to understand their role in risk
management. Regular training should be provided to all employees, emphasizing the importance

of risk awareness (BCBS, 2015).
Stakeholder Interests:

Balancing Interests: Boards should implement mechanisms to evaluate how decisions impact
different stakeholders, particularly depositors and customers. This could involve stakeholder

impact assessments before making significant business decisions. Furthermore, performance
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metrics should be tied not just to financial outcomes but also to customer satisfaction and

community engagement.

Whistleblower Protections: Establishing mechanisms for whistleblowers can empower employees
to report unethical behavior without fear of retaliation. This reinforces commitment to ethical

behavior and promotes accountability (BCBS, 2015).
Transparency and Disclosure:

Enhanced Disclosure Policies: Transparency should extend beyond regulatory compliance; banks
should aim to disclose information that can help stakeholders assess the bank’s condition and
governance practices. This includes immediate reporting of material changes in governance

structure, risk exposures, and major decisions affecting the bank’s health.

Utilization of Technology: Leveraging technology can enhance transparency. For instance, secure
online platforms can facilitate real-time disclosures and provide stakeholders with access to critical

documentation related to governance and risk management processes (BCBS, 2015).
Supervisory Oversight:

Proactive Dialogue with Regulators: Regular communication and proactive engagement with
regulators can serve as a valuable mechanism for understanding compliance expectations and best
practices. Such relationships can provide banks with insights into evolving regulatory landscapes

and allow them to adapt more swiftly.

Peer Reviews: Participating in peer reviews can help banks learn from each other regarding
effective governance practices and risk management strategies. Collaborative forums can promote

the sharing of best practices across institutions (BCBS, 2015).
Checks and Balances:

Segregation of Duties: Implementing a robust organizational structure with clear delineations of
roles and responsibilities can mitigate risks associated with conflicts of interest. For instance, the
approval of transactions, risk assessments, and compliance checks should involve multiple parties

to ensure accountability.
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Regular Audits: Regular internal and external audits can offer assurances regarding compliance
with established policies and governance standards. Audit findings should be reported directly to

the Board, enabling timely actions on any identified deficiencies (BCBS, 2015).
Culture and Values:

Embedding Values in Policies: The bank’s core values should be explicitly stated in all policies
and procedures, with clear expectations for employee behavior. These values should be reflected
in performance appraisals and promotions, helping to cultivate a culture aligned with the bank’s

governance objectives.

Promoting Ethical Leadership: Leadership must model ethical behavior and demonstrate a
commitment to the bank's values through their actions and decisions. This helps build an
environment where employees feel secure in upholding ethical standards and contribute positively

to governance (BCBS, 2015).

Business Roundtable Principles

The Business Roundtable’s Principles of Corporate Governance emphasize ethical leadership and

long-term value creation. Key elements of good governance include:
Board Responsibilities:

Strategic Oversight: The Board is responsible for approving and periodically reviewing corporate
strategies that align with the company's long-term goals. They should ensure that strategic plans

are sustainable and add value over time.

CEO and Management Oversight: The Board selects the CEO and evaluates their performance.
They also oversee the senior management team to ensure they operate the company's business

effectively and ethically, contributing to long-term success.

Ethics and Culture: The Board sets the ethical tone for the organization, promoting a culture of
integrity and compliance. This involves endorsing codes of conduct and ensuring ongoing ethical
training (Business Roundtable, 2016).

Board Composition:
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Diversity and Independence: A diverse Board, inclusive of independent directors, provides
varied perspectives, experiences, and skills. This diversity can lead to better decision-making and

reflect a broader range of stakeholder interests.

Skill Sets: Board members should possess varied skill sets relevant to the company's business and
strategic direction, including financial expertise, industry knowledge, and governance experience

(Business Roundtable, 2016).
Board Leadership:

Defined Roles: Clear roles for the chairperson, other Board members, and committee leads are
essential. Consider appointing a Lead Independent Director if the chair is not independent, to

ensure unbiased oversight.

Leadership Structure: The leadership structure should facilitate effective communication and
collaboration among Board members while allowing for independent thought and decision-making

(Business Roundtable, 2016).
Board Committees:

Establishment of Committees: Committees such as audit, compensation, and
nominating/corporate governance are essential for detailed oversight in specific areas. They allow

for focused discussions and recommendations to the full Board.

Functions of Committees: Each committee should be clearly defined in terms of its purpose,
responsibilities, and authority, with appropriate reporting to the full Board on their activities and

findings (Business Roundtable, 2016).
Risk Management:

Risk Oversight: The Board should understand the key risks facing the company, including
operational, financial, reputational, and regulatory risks. Regular assessments and updates on risk

management approaches are crucial.

Integrating Risk into Strategy: Management should incorporate risk assessment into the
development of business strategies, ensuring that risks are identified and mitigated proactively

(Business Roundtable, 2016).
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Audit Oversight:

External Auditor Relationship: The audit committee should maintain a relationship with external
auditors that includes overseeing the annual financial audit process and reviewing financial

statements.

Financial Integrity: Ensuring that financial reporting accurately reflects the company's condition
and that appropriate controls are in place is vital for transparency and accountability (Business

Roundtable, 2016).
Performance Evaluation:

Regular Assessments: The Board should establish a systematic process for evaluating the

performance of the CEO and senior management against strategic goals and objectives.

Feedback Mechanisms: Constructive feedback should be provided to management, along with

potential areas for improvement to align leadership efforts with corporate goals (Business

Roundtable, 2016).
Succession Planning:

Proactive Planning: Developing a succession plan ensures that there are qualified candidates

ready to lead the company in case of unexpected departures of key executives.

Talent Development: The Board should work with management to ensure that talent development

efforts are in place to prepare internal candidates for leadership roles (Business Roundtable, 2016).
Stakeholder Engagement:

Inclusive Decision-Making: The Board should consider stakeholder interests (including
employees, customers, suppliers, and the community) when making decisions, particularly when

these decisions contribute to long-term value creation.

Open Communication: Facilitating open lines of communication with stakeholders fosters trust

and contributes to stakeholder alignment with corporate objectives (Business Roundtable, 2016).

Transparency and Disclosure:
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Clear Reporting: The Board should encourage transparent communication with shareholders
about strategies, performance, and important governance matters. This includes timely disclosures

regarding financial results, governance practices, and material events.

Justification of Practices: Companies should not only disclose what governance practices they
employ but also the rationale behind those choices to enhance understanding (Business

Roundtable, 2016).
Ethical Conduct:

Culture of Compliance: The Board should promote a corporate culture that values ethical
behavior and compliance with laws and regulations. This may involve training programs,

recognition of ethical behavior, and clearly defined disciplinary measures for misconduct.

Code of Ethics: Establishing and enforcing a code of ethics provides a framework for expected

conduct within the organization (Business Roundtable, 2016).
Long-Term Focus:

Strategic Vision: The Board should prioritize long-term strategies over short-term gains. This
involves decisions around capital allocation and investments that will benefit the company in the

future.

Stakeholder Value Creation: The aim of the Board should be to enhance value for all stakeholders

over the long term, going beyond immediate shareholder returns (Business Roundtable, 2016).
Adaptability:

Stay Current: Boards must be aware of and responsive to changing regulations, market
conditions, and stakeholder expectations. This flexibility allows companies to remain resilient and

relevant.

Continuous Improvement: Governance practices should be regularly reviewed and updated to
reflect best practices, emerging trends, and lessons learned from past experiences (Business

Roundtable, 2016).
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Trinidad and Tobago Corporate Governance Code (2013)

The Trinidad and Tobago Corporate Governance Code 2013 establishes a set of best practice
guidelines intended to steer the governance of publicly traded companies in Trinidad and Tobago.
The purpose of the Code is to improve corporate governance standards by fostering transparency,
accountability, and integrity in company management. Its provisions concentrate on enhancing the
Board's oversight function, protecting shareholders' rights, and ensuring that companies operate in
a manner that serves the interests of both shareholders and other stakeholders. The Code adopts an
"apply or explain" methodology, requiring companies to either implement the principles or clarify
the reasons for not doing so, thus offering flexibility while maintaining accountability and

transparency (TTCGC, 2013).

The Role of the Board of Directors

The Code emphasizes the fundamental role of the Board of directors in overseeing the
management of the company and ensuring that it acts in the best interests of shareholders. The
Board is tasked with establishing the company’s strategic direction, monitoring performance, and
ensuring effective risk management. It is also responsible for safeguarding the company’s
reputation, promoting ethical business practices, and ensuring compliance with laws and
regulations. The Board should be composed of a balance of executive and non-executive

directors, with the majority being independent, to ensure impartiality and objectivity in decision-

making (TTCGC, 2013).

Independence and Composition of the Board

The Code stresses the importance of Board independence in ensuring effective governance.
Independent directors are expected to bring objective judgment to Board discussions, free from
any undue influence from management or other stakeholders. The composition of the Board
should reflect a diversity of skills, experience, and perspectives, which is critical for sound
decision-making. The Code encourages companies to have a sufficient number of independent
directors to provide a balance of power and prevent any single group from dominating the Board

(TTCGC, 2013).

Shareholder Rights and Engagement
The TTCGC highlights the importance of protecting the rights of shareholders and providing
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them with mechanisms to exercise their rights freely. Shareholders should have the opportunity
to participate in decision-making processes, including voting on key issues such as the election
of directors, approval of significant transactions, and other matters that affect the company’s
structure. The Code also encourages Boards to engage with shareholders proactively and ensure
that their concerns are heard and addressed. Effective shareholder communication is seen as a

cornerstone of good governance, helping to maintain trust and transparency (TTCGC, 2013).

Disclosure and Transparency

Transparency in financial reporting and corporate governance practices is a key aspect of the
TTCGC. Companies are required to provide accurate and timely information on their financial
performance, governance structure, risk management practices, and executive compensation.
This includes adhering to accounting standards and ensuring that financial reports reflect the
company’s true financial position. The Code also mandates disclosures on related-party
transactions and the remuneration of directors and senior executives. By promoting transparency,

the Code seeks to enhance the accountability of companies and their Boards (TTCGC, 2013).

Risk Management and Internal Controls

The TTCGC stresses the need for robust risk management systems that identify, assess, and
mitigate risks that could affect the company’s performance or reputation. The Board is
responsible for overseeing the design and implementation of risk management frameworks,
ensuring that the company is well-prepared to manage financial, operational, and reputational
risks. Additionally, companies are expected to establish effective internal controls to safeguard
assets, ensure compliance with laws, and prevent fraud or financial mismanagement. The Code
encourages Boards to regularly review the effectiveness of these systems to ensure their

adequacy in addressing evolving risks (TTCGC, 2013).

Remuneration and Incentive Structures

The Code advocates for compensation policies that align the interests of executives with the
long-term performance of the company. Executive remuneration should be tied to company
performance and structured in a way that incentivizes sustainable growth. The remuneration
packages should be clear, transparent, and disclosed in the company’s annual reports. The Code
also emphasizes the importance of establishing a formal process for determining executive

compensation, which should involve the Board’s remuneration committee, composed primarily
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of independent directors. The goal is to ensure that compensation reflects both short-term and
long-term company performance and that it does not encourage excessive risk-taking (TTCGC,

2013).

Ethical Standards and Corporate Social Responsibility

The TTCGC encourages companies to adopt high ethical standards in all aspects of their
operations. Boards are expected to promote ethical behavior throughout the organization,
ensuring that the company operates in a responsible manner that considers the impact on
employees, customers, suppliers, and the wider community. The Code also emphasizes the
importance of corporate social responsibility (CSR), encouraging companies to engage in
activities that contribute to societal well-being and environmental sustainability. By
incorporating CSR into governance practices, companies can enhance their reputation and foster

stronger relationships with stakeholders (TTCGC, 2013).

Internal and External Audits

The Code emphasizes the role of internal and external audits in ensuring the integrity of financial
reporting and corporate governance practices. The internal audit function is responsible for
evaluating the effectiveness of the company’s internal controls and risk management systems.
The external audit provides an independent assessment of the company’s financial statements,
ensuring that they provide a true and fair view of the company’s financial position. The Board is
responsible for overseeing both the internal and external audit processes and ensuring that

auditors are independent and free from conflicts of interest (TTCGC, 2013).

CBTT’s Report (2017) “The Imperative of Strong Corporate Governance for

Financial Stability”

In June 2017, the Central Bank of Trinidad and Tobago released a paper titled "The Importance of
Strong Corporate Governance for Financial Stability." The document emphasizes the importance
of corporate governance in ensuring the stability and resilience of Trinidad and Tobago's financial
institutions. The CBTT emphasizes that excellent corporate governance procedures are essential
for ensuring that financial institutions function efficiently, manage risks effectively, and contribute

to the general stability of the financial system. Corporate governance promotes transparency,
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accountability, and ethical behavior, which helps to minimize systemic risks, build investor trust,

and assure long-term financial performance.

The Role of the Board in Financial Stability

The CBTT emphasizes the Board of directors' central role in overseeing the governance and
strategic direction of financial institutions. The Board is responsible for ensuring that the
institution complies with regulatory requirements, adopts effective risk management strategies,
and upholds sound corporate governance principles. The CBTT highlights that the Board should
take an active role in identifying and managing risks, ensuring that appropriate internal controls
are in place, and maintaining the institution’s financial health. By exercising independent
judgment and holding management accountable, the Board plays a pivotal role in preserving the

institution’s stability (CBTT, 2017).

Risk Management and Internal Controls

The report underscores the importance of having a robust risk management framework in place
to mitigate potential risks that could threaten the institution’s financial health. Financial
institutions are encouraged to develop comprehensive risk management policies that include
identifying, assessing, and managing credit, market, operational, and liquidity risks. The CBTT
advocates for strong internal control systems to safeguard against fraud, errors, and regulatory
non-compliance. Effective risk management ensures that financial institutions are well-prepared
to handle market volatility, economic disruptions, and other external shocks that could impact

their operations (CBTT, 2017).

Independence and Oversight of the Board

The CBTT stresses the importance of Board independence in ensuring effective governance.
Independent directors are expected to bring objectivity, diverse perspectives, and critical
oversight to the decision-making process. By maintaining independence from management and
other stakeholders, the Board is better positioned to act in the best interests of shareholders and
protect the institution’s long-term stability. The CBTT recommends that financial institutions
ensure that a significant portion of the Board comprises independent directors to help mitigate

conflicts of interest and ensure impartial decision-making (CBTT, 2017).

Transparency and Accountability

Transparency is a cornerstone of the CBTT’s governance framework. The report emphasizes that
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financial institutions must provide accurate and timely disclosures regarding their financial
performance, governance practices, risk exposure, and management compensation. By being
transparent, institutions build trust with their stakeholders, including investors, regulators, and
the general public. The CBTT advocates for clear and consistent reporting practices that allow
stakeholders to make informed decisions and hold financial institutions accountable for their
actions. Accountability is further reinforced by independent audits and regulatory oversight

(CBTT, 2017).

Regulatory Compliance and Ethical Standards

The CBTT highlights the importance of compliance with both local and international regulatory
standards. Financial institutions must adhere to the laws and regulations governing their
operations, ensuring that they maintain ethical standards and conduct their business with
integrity. The CBTT encourages financial institutions to foster a culture of ethical behavior at all
levels of the organization, ensuring that employees and directors act in the best interests of the
institution and its stakeholders. This commitment to ethical conduct is seen as essential in
preventing financial misconduct, fraud, and other practices that could undermine the institution’s

stability (CBTT, 2017).

Executive Remuneration and Incentive Structures

The report stresses the need for aligning executive compensation with the long-term goals of the
institution. The CBTT recommends that compensation structures be designed to incentivize
sustainable performance rather than short-term gains. This approach helps ensure that executives
are motivated to prioritize the institution’s stability and long-term success. Additionally, the
CBTT advocates for transparent reporting of executive remuneration and the establishment of
remuneration committees that include independent directors to oversee compensation decisions.
Such practices help prevent excessive risk-taking that could jeopardize the institution’s financial

health (CBTT, 2017).

Crisis Management and Contingency Planning

The CBTT underscores the importance of having effective crisis management and contingency
plans in place to address unexpected financial shocks or crises. The Board is responsible for
ensuring that the institution has a clear framework for responding to financial disruptions,

economic downturns, or other crises that could impact its stability. The CBTT recommends that
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financial institutions regularly review and update their contingency plans to ensure they are
prepared for potential challenges. This includes maintaining adequate capital reserves,
diversifying investment portfolios, and developing strategies for managing liquidity crises

(CBTT, 2017).

CBTT’s Corporate Governance Guideline (2021) - Revised

The CBTT published a Revised Corporate Governance Guideline in March 2021, expanding on its
predecessor from 2013 to improve governance standards in our local financial institutions. This
new guideline intended to improve the financial system's resilience and stability by fostering good

governance practices. Highlights of the CBTT's Revised Guidelines include:
1. Board of Directors

The Board of Directors is the cornerstone of effective corporate governance. The guideline

specifies:

Duties and Responsibilities:

Establishing and approving the institution’s strategy, business plans, and risk appetite.
Overseeing senior management and ensuring their decisions align with the institution’s objectives.

Monitoring financial performance, ensuring the integrity of financial reports, and managing

conflicts of interest.

Ensuring compliance with applicable laws, regulations, and ethical standards.
Board Composition:

Boards must have an appropriate mix of skills, experience, and independence.

A significant proportion of directors should be independent, free from any relationships that could

compromise their impartiality.
Committees:

Specialized committees enhance the Board’s effectiveness by focusing on specific areas:
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Audit Committee: Oversees financial reporting, internal and external audits, and compliance with

accounting standards.

Risk Committee: Monitors the institution’s risk exposure and ensures robust risk management

practices.

Governance and Nominations Committee: Manages Board appointments and reviews governance

practices.

Remuneration Committee: Ensures fair and transparent compensation policies aligned with

performance and risk management objectives.
Performance Evaluation:

The Board must regularly assess its own performance, as well as that of individual directors and

committees, to ensure effectiveness.
Senior Management

Senior management, including the CEO and other executives, are responsible for the institution’s

daily operations. Their obligations include:

Execution of Strategy:

Implementing the Board’s strategic direction and achieving the institution’s goals and objectives.

Risk Management:

Identifying and mitigating risks while operating within the risk appetite set by the Board.

Reporting and Transparency:

Providing timely, accurate, and comprehensive reports to the Board to support informed decision-

making (CBTT, 2021).
2. Risk Governance

A critical feature of the guideline is its emphasis on managing risks across all areas of an

institution’s operations. It outlines:
Risk Management Framework

57



Institutions must develop a comprehensive risk management framework that includes:

Risk Identification: Assessing potential threats, including financial, operational, market,

compliance, and reputational risks.

Risk Mitigation: Implementing policies and controls to reduce the likelihood and impact of risks.

Monitoring and Reporting: Establishing systems to continuously monitor risk exposure and report

to the Board.
Chief Risk Officer (CRO)

Institutions are required to appoint a CRO to lead the risk management function. The CRO must

operate independently and have direct access to the Board.
Stress Testing and Contingency Planning

Institutions should conduct regular stress tests to assess their resilience under adverse scenarios.
Business continuity plans should be in place to address disruptions and ensure operational stability

(CBTT, 2021).
3. Internal Controls and Audit

The guideline mandates robust internal controls to safeguard the institution’s assets and ensure

compliance. Key elements include:
Internal Audit Function

Institutions must have an independent internal audit function that evaluates the effectiveness of
governance, risk management, and control systems. The internal auditor should report directly to

the Audit Committee or the Board.
Compliance Function

A dedicated compliance function ensures adherence to laws, regulations, and internal policies. The
compliance officer must report regularly to the Board, providing updates on key compliance risks

and issues (CBTT, 2021).

4. Disclosure and Transparency
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Transparency is essential for building trust with stakeholders. Institutions are required to:

Publish Annual Reports:

Reports should include financial statements, risk disclosures, corporate governance practices, and

details on Board and executive compensation.

Provide Non-Financial Disclosures:

Provide information on sustainability initiatives, corporate social responsibility (CSR), and

environmental, social, and governance (ESG) practices.

Maintain Stakeholder Communication:

Maintain open and transparent communication channels with shareholders, customers, and

regulators (CBTT,2021).
5. Corporate Culture and Ethics

The guideline underscores the importance of fostering a strong corporate culture, characterized by

integrity, accountability, and ethical behavior.
Code of Conduct

Institutions must adopt a Code of Conduct that outlines expected behavior for employees,

executives, and directors.

The code should address issues such as conflicts of interest, insider trading, and ethical decision-

making.
Whistleblower Mechanisms

Mechanisms should be in place to allow employees and stakeholders to report unethical or illegal

behavior confidentially and without fear of retaliation (CBTT, 2021).
6. Diversity and Inclusion
To promote a balanced and effective governance structure, institutions are encouraged to:

- Ensure diversity on the Board in terms of gender, skills, and professional backgrounds.

- Adopt policies that promote equal opportunities and inclusive leadership (CBTT, 2021).
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7. Supervisory Oversight and Implementation
The CBTT expects institutions to:

- Conduct a gap analysis to identify areas of non-compliance with the guideline.
- Develop an implementation plan to address deficiencies.

- Submit regular reports to the CBTT on governance practices and compliance progress.

The Central Bank may also conduct on-site inspections and require institutions to demonstrate how

they comply with the guideline (CBTT, 2021).

ECSRC Corporate Governance Rules

The Eastern Caribbean Securities Regulatory Commission (ECSRC) developed the Corporate
Governance Rules to promote transparency, accountability, and sound business practices among
companies operating in the Eastern Caribbean Securities Market (ECSRC, n.d.). These rules
provide a structured framework for corporate governance, ensuring that companies uphold high
standards of ethical conduct, risk management, and financial oversight. The key elements of good
corporate governance outlined in the ECSRC rules include Board responsibilities, shareholder

rights, internal controls, financial transparency, and ethical leadership.
1. Board Responsibilities and Structure

The ECSRC emphasizes the need for an effective Board of directors to oversee corporate decision-
making and ensure the long-term sustainability of the company. The Corporate Governance Rules

outline several core principles for Board governance:

The Board must be composed of both executive and non-executive directors, with an appropriate

number of independent directors to ensure unbiased decision-making (ECSRC, n.d.).

Companies must establish audit and governance committees to oversee financial reporting and

compliance with regulations (ECSRC, n.d.).

The Board is responsible for ensuring that corporate strategies align with shareholders' interests

while maintaining financial stability (ECSRC, n.d.).
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Regular Board evaluations should be conducted to assess directors' effectiveness and improve

governance practices (ECSRC, n.d.).
2. Shareholder Rights and Fair Treatment

The ECSRC rules emphasize the fair treatment of all shareholders, ensuring that both majority and
minority investors have access to essential company information and decision-making processes.

Companies must:

Guarantee that all shareholders receive timely and accurate disclosures regarding financial

performance, governance structures, and corporate actions (ECSRC, n.d.).

Ensure that shareholders have the right to vote on critical issues, such as Board appointments,

dividend policies, and major structural changes (ECSRC, n.d.).

Establish mechanisms to protect minority shareholders from unfair treatment or expropriation by

controlling shareholders (ECSRC, n.d.).
3. Internal Controls and Risk Management

The ECSRC Corporate Governance Rules emphasize the importance of internal controls to

safeguard a company’s financial and operational integrity. Companies must:

Implement robust internal control mechanisms to prevent fraud, mismanagement, and financial

misconduct (ECSRC, n.d.).

Maintain independent internal and external audit functions to ensure the accuracy of financial

reporting and compliance with legal requirements (ECSRC, n.d.).

Develop comprehensive risk management policies to address financial, operational, regulatory,

and reputational risks (ECSRC, n.d.).
4. Financial Transparency and Disclosure

Transparency is a core principle of the ECSRC Corporate Governance Rules, aimed at ensuring
that investors and regulators have access to accurate financial information. Companies are required

to:
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Publish audited financial statements annually in accordance with international accounting

standards (ECSRC, n.d.).

Disclose executive compensation policies and any transactions involving related parties to prevent

conflicts of interest (ECSRC, n.d.).

Provide detailed reports on corporate governance practices, outlining how the company complies

with the ECSRC’s guidelines (ECSRC, n.d.).
5. Ethical Leadership and Corporate Conduct

The ECSRC rules emphasize the importance of ethical leadership in maintaining corporate

integrity and investor confidence. Companies must:

Develop codes of ethics and conduct to guide the behavior of directors, executives, and employees

(ECSRC, n.d.).

Establish whistleblower protection mechanisms to allow employees to report unethical behavior

without fear of retaliation (ECSRC, n.d.).

Ensure that Board members and executives adhere to high ethical standards in decision-making,

prioritizing long-term corporate sustainability over short-term financial gains (ECSRC, n.d.).

Ghana SEC Corporate Governance Code (2020)

The SEC of Ghana introduced the Corporate Governance Code for Listed Companies in 2020 to
enhance governance practices and promote sustainable growth. The code provides a framework
for effective Board oversight, transparent management, and robust risk management. Key

provisions include:
Board Responsibility:

Strategic Oversight: The Board must set the strategic direction and ensure mechanisms for
effective execution are in place while regularly reviewing progress against strategic objectives

(GSEC, 2020).
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Ethical Leadership: The Board is responsible for fostering a culture of ethics and integrity,
instilling behavior through a code of conduct and compliance training (GSEC, 2020).

Stakeholder Consideration: Directors must consider the interests of shareholders, employees, and

the wider community, as stakeholder trust is vital for long-term success (GSEC, 2020).
Board Composition and Independence:

Diversity of Thought: The Board should include directors from varied backgrounds to enrich

discussions and decisions, reflecting the company’s broad shareholding structure (GSEC, 2020).

Independent Oversight: Presence of independent directors provides an objective viewpoint on
issues affecting performance and governance, ensuring decisions are in the best interest of

shareholders (GSEC, 2020).

Regular Review of Composition: The Board should continuously assess its skills and diversity to

meet current and future business needs (GSEC, 2020).
Transparency and Accountability:

Clear Communication Channels: Proactive communication with stakeholders through reports and

disclosures fosters trust and engagement with shareholders (GSEC, 2020).

Board Accountability Mechanisms: The Board should be accountable through performance
evaluations, stakeholder feedback, and detailed annual reports on governance practices and

achievements (GSEC, 2020).

Disclosure Practices: Rigorous disclosures in financial reporting, risk factors, and corporate

governance practices allow stakeholders to hold the Board accountable (GSEC, 2020).
Risk Management:

Comprehensive Risk Framework: The Board should maintain a framework identifying potential
risks across all business sectors, including operational, financial, and reputational risks, which

should align with the company’s objectives (GSEC, 2020).

Continuous Monitoring and Mitigation: Risks should be assessed continuously, incorporating

feedback on emerging threats, ensuring resilience against unforeseen challenges (GSEC, 2020).
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Risk Culture: Promoting a culture of risk awareness throughout the organization encourages

proactive risk identification and handling at all levels (GSEC, 2020).
Stakeholder Engagement:

Building Relationships: Stakeholder engagement strategies should include regular dialogue with

key groups to enhance trust and loyalty (GSEC, 2020).

Incorporating Feedback: The Board should integrate stakeholder feedback into decision-making
to demonstrate responsiveness (GSEC, 2020).

Corporate Social Responsibility (CSR): Engaging in CSR initiatives can reinforce ethical business
practices while highlighting contributions to the community, enhancing the company reputation

(GSEC, 2020).
Performance Monitoring:

Structured Evaluations: Annual evaluations of Board efficiency should assess performance based

on established KPIs (GSEC, 2020).

Action Plans for Improvement: Following evaluations, actionable plans should address

weaknesses, fostering a focus on continuous learning and adaptation (GSEC, 2020).

Committee Assessments: Each committee should undergo evaluations to ensure effective

oversight, driving accountability within governance practices (GSEC, 2020).
Regulatory Compliance:

Compliance Framework: The Board must create a robust compliance framework encompassing
policies for adhering to legal requirements and conducting regular compliance audits (GSEC,

2020).

Training and Awareness: Employees should receive training on compliance requirements to foster

a culture that values adherence and reduces violations (GSEC, 2020).

Whistleblower Protections: Establishing strong protections for whistleblowers is crucial to
encourage reporting of unethical behavior, thereby enhancing organizational integrity (GSEC,

2020).
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Internal Controls:

Robust Control Environment: The Board should ensure that effective internal controls are in place

to safeguard assets and ensure accuracy in financial and operational reporting (GSEC, 2020).

Regular Testing of Internal Controls: Testing and evaluating the effectiveness of controls are

necessary to detect weaknesses and areas for improvement proactively (GSEC, 2020).

Management Oversight: The management team should be accountable for maintaining effective

internal control systems, with regular reports to the Board on effectiveness and identified issues

(GSEC, 2020).

Richard Smerdon’s “4 Practical Guide to Corporate Governance”

Richard Smerdon’s 4 Practical Guide to Corporate Governance (4th Edition) offers a detailed and
practical examination of governance frameworks and their implementation in public and private
companies. The guide provides insights into the legal, ethical, and strategic dimensions of
corporate governance, making it an essential resource for companies seeking to strengthen their

governance practices. Key themes and recommendations from Smerdon’s work include:
Designing Effective Governance Structures

Smerdon emphasizes the importance of establishing well-defined governance structures, including
the roles and responsibilities of the Board, management, and shareholders. Boards should be
composed of individuals with diverse skills and experiences to provide balanced and informed
decision-making. Effective governance structures require clear delegation of authority and

accountability mechanisms (Smerdon, 2010).
Board Committees and Their Roles

Specialized Board committees, such as audit, remuneration, and nomination committees, are
critical for enhancing Board effectiveness. The audit committee should ensure financial integrity
and compliance with legal requirements. Remuneration committees should design executive
compensation packages that align with long-term corporate performance. Nomination committees

are responsible for identifying and appointing qualified Board members (Smerdon, 2010).
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Ethical Leadership and Corporate Culture

Ethical leadership is fundamental to fostering a culture of integrity and accountability. Smerdon
advocates for a strong “tone at the top,” where senior executives and Board members lead by
example in promoting ethical behavior. Companies should establish codes of ethics and conduct

regular training sessions to reinforce ethical standards (Smerdon, 2010).
Risk Management and Internal Controls

Robust risk management frameworks are essential for identifying, assessing, and mitigating risks.
Boards should regularly review and update risk management strategies to address emerging
threats. Internal controls should be designed to ensure compliance with governance policies and

legal requirements (Smerdon, 2010).
Compliance Monitoring and Reporting

Companies must implement systems for monitoring compliance with governance standards and
legal obligations. Smerdon recommends the use of internal audits and independent assessments to
evaluate governance effectiveness. Transparent reporting mechanisms, including comprehensive

annual reports, are essential for maintaining stakeholder trust (Smerdon, 2010).
Stakeholder Engagement

Companies should actively engage with stakeholders, including shareholders, employees,
customers, and the wider community. Stakeholder engagement fosters trust, enhances corporate
reputation, and supports long-term value creation. Smerdon highlights the importance of effective

communication channels for gathering stakeholder feedback and addressing concerns (Smerdon,
2010).

Sustainability and ESG Considerations

Smerdon underscores the growing importance of integrating environmental, social, and
governance (ESG) factors into corporate strategies. Companies are encouraged to adopt
sustainability reporting frameworks and set measurable ESG goals. ESG integration not only

enhances corporate reputation but also mitigates long-term risks (Smerdon, 2010).
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Adaptability to Legal and Market Changes

Governance frameworks must be adaptable to changes in legal and market environments. Smerdon
advises companies to stay informed about regulatory developments and best practices in
governance. Proactive adaptation to changes ensures continued compliance and competitiveness

(Smerdon, 2010).

IFC’s “Governance for SME sustainability and growth”

1. Overview of the IFC Governance Model for SMEs

The IFC document, Governance for SME Sustainability and Growth, introduces a governance
framework designed to support small and medium enterprises (SMEs) in their journey toward
sustainable growth. Unlike traditional corporate governance models suited for large enterprises,
the IFC's approach is tailored to accommodate the resource limitations and operational challenges
typical of SMEs. The document advocates for a stage-specific governance methodology that

evolves as the enterprise matures (IFC, 2019).
2. Key Objectives of the Governance Framework

Sustainability: Encouraging SMEs to adopt long-term strategies that ensure business viability.

Growth Enablement: Providing governance solutions that help SMEs scale efficiently while

maintaining operational control.

Risk Mitigation: Establishing governance practices to identify and manage risks proactively.

Stakeholder Engagement: Building transparent relationships with investors, employees, and

external partners (IFC, 2019).
3. Governance Challenges for SMEs

The IFC identifies several governance challenges unique to SMEs:
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Resource Constraints: Limited financial and human resources make it difficult for SMEs to

implement formal governance structures.

Founder-Centric Leadership: The reluctance of founders to delegate decision-making authority can

hinder growth.

Informal Practices: The absence of standardized processes leads to inefficiencies and difficulty in

managing expansion.

Family Dynamics: Family-owned SMEs often struggle with balancing business and familial

interests (IFC, 2019).

4. Stages of SME Growth and Governance

Recommendations

The IFC framework breaks down SME development into four stages, each with specific

governance recommendations.
Stage 1: Start-Up

Define Strategy & Business Model:

Conduct a SWOT analysis (Strengths, Weaknesses, Opportunities, Threats) to clarify the unique

value proposition.
Develop a minimum viable product (MVP) or service to test market fit.
Establish clear short-term goals to guide operational focus and assess progress.

Develop Basic Organizational Structure:

Identify key roles such as founder, marketing lead, and operations head.
Create an informal organizational chart that outlines direct reporting lines.
Foster an open communication environment to encourage idea sharing.

Internal Controls:

Implement basic record-keeping for finances to monitor revenue and expenses.
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Separation of duties: even in small teams, ensure that different people handle cash management

and record keeping to prevent fraud.

Consultation with Advisors:

Network with mentors, industry experts, or local business development centers for guidance on

navigating early challenges.
Schedule periodic check-ins with advisors to assess growth opportunities and challenges.
Stage 2: Active Growth

Informal Mechanisms for Advice:

Create informal advisory Boards consisting of trusted business colleagues or experienced

entrepreneurs for regular feedback.
Encourage open dialogue within your team to solicit innovative ideas for overcoming hurdles.

Cash Flow Management:

Create a detailed budget that accounts for projected income and expenses.

Set up a system for monthly financial reviews to monitor cash flow and prepare for potential

fluctuations.

Core Function Identification:

Assess core business areas (e.g., sales, customer service, production) that require enhancement as

capacity grows.
Hire or reallocate staff to ensure that critical roles are filled adequately for sustained growth.

Delegation & Consultation:

Foster a culture where employees recognize their roles and responsibilities as part of a larger team.

Introduce regular team meetings to encourage collaboration and decision-making among

employees.

Stage 3: Organizational Development
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Standardize Processes:

Document processes (e.g., sales strategies, customer handling) into manuals or guides that can be

referenced by staff.
Train employees on standardized processes to ensure consistency and quality across operations.

Decentralized Decision-Making:

Implement a flat management structure where teams autonomously manage certain aspects of the

business.

Encourage mid-management to take initiative in decision-making to engage employees and create

a sense of ownership.

Professionalization:

Offer training and development opportunities to employees to elevate their skills and capabilities.

Focus on hiring professionals with the necessary expertise to enhance organizational capabilities

(e.g., HR managers, finance professionals).

Structured Governance Practices:

Establish committees (e.g., finance, audit) to provide oversight on specific areas of the business.
Implement regular reporting mechanisms to track performance against strategic goals.
Stage 4: Business Expansion

Establish a Board of Directors:

Recruit Board members with diverse expertise to provide strong guidance and varied perspectives

on governance and strategic planning.
Define the role and responsibilities of the Board, including oversight to ensure clear accountability.

Enhance Risk Management:

Develop comprehensive risk assessment procedures to identify new operational risks that may

arise due to growth.
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Create an internal audit function or engage external auditors for objective risk assessment and

compliance checks.

Long-Term Strategic Development:

Develop a multi-year strategic plan outlining goals, milestones, and measurable outcomes to align

the organization towards sustainable growth.
Regularly review policies to ensure they facilitate rather than hinder expansion and adaptability.

Invest in Financial Reporting:

Implement comprehensive financial reporting systems (e.g., compliant with IFRS or other

standards) to ensure a transparent and reliable information chain.

Create an annual report outlining financial performance, strategic initiatives, and governance

practices to share with stakeholders (IFC, 2019).
5. Core Governance Principles for SMEs
The IFC governance framework emphasizes five key principles:

Culture and Commitment

Building a governance-oriented organizational culture is essential.
Leadership must set the tone for accountability and ethical behavior.

Commitment to governance should be visible at all organizational levels.

Decision-Making and Strategic Oversight

SMEs should establish clear decision-making processes.
Advisory Boards can provide strategic guidance without the formality of a full Board of directors.

Succession planning should be initiated early to ensure business continuity.

Risk Governance and Internal Controls

Basic risk identification and mitigation strategies should be implemented at the start-up stage.
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As the business grows, more sophisticated risk management frameworks must be adopted.
Internal control systems should be tailored to the company’s size and complexity.

Disclosure and Transparency

SMEs should prioritize transparent communication with stakeholders.
Basic financial reporting should evolve into comprehensive disclosures as the business matures.
Accurate and timely reporting builds trust with investors and partners.

Ownership Structure

Family-owned SMEs must establish clear rules for decision-making and conflict resolution.
Shareholder agreements are recommended to formalize roles and responsibilities.
Managing ownership transitions is critical for long-term sustainability (IFC, 2019).

6. Practical Tools and Resources

The document provides practical tools to help SMEs implement governance practices:

Governance Maturity Models: Frameworks to assess current governance practices and identify

areas for improvement.

Action Planning Templates: Step-by-step guides for developing governance action plans.

Case Studies: Real-world examples of SMEs that successfully implemented governance reforms

(IFC, 2019).
7. Application to Trinidad and Tobago SMEs

The recommendations in the IFC document are highly relevant for SMEs in Trinidad and Tobago:

Adaptability: The stage-specific approach allows SMEs to implement governance practices

incrementally, aligning with their growth trajectory.

Resource Efficiency: Practical, cost-effective governance solutions are well-suited to the resource

constraints faced by local SMEs.
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Family-Owned Businesses: The emphasis on ownership structures and family dynamics

addresses a common challenge in the Trinidad and Tobago business landscape.

Sustainability Focus: Encouraging SMEs to integrate sustainability and ESG considerations

aligns with global trends and investor expectations (IFC, 2019).

Emerging Trends

Corporate governance continues to evolve in response to global challenges, including climate
change, technological advancements, and shifting investor expectations. Companies worldwide
are being pushed to rethink traditional governance practices to remain competitive and compliant
with international standards (CFA Institute, 2022; Smerdon, 2010). Below are key trends reshaping

the governance landscape:
1. ESG Integration

The growing emphasis on Environmental, Social, and Governance (ESG) factors reflect investor
and societal demands for companies to operate responsibly. This trend includes the following key

developments:

Strategic Alignment: Companies are increasingly incorporating ESG considerations into their

corporate strategies and decision-making processes (I0SCO, 2016).

Risk Mitigation: ESG practices help companies anticipate and mitigate risks related to

environmental and social issues, such as climate change and labor rights violations (CFA Institute,

2022).

Investment Focus: ESG performance metrics are becoming critical for investors seeking

sustainable investment opportunities (Smerdon, 2010).

Governance Adjustments: Boards are now tasked with overseeing ESG initiatives and

integrating sustainability goals into key performance indicators (KPIs) (IOSCO, 2016).

For the Trinidad and Tobago securities market, adopting ESG frameworks can help registrants

align with global investor expectations while fostering long-term resilience (CFA Institute, 2022).
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2. Digital Governance

Technology is revolutionizing governance practices by enhancing transparency, improving

decision-making, and streamlining compliance processes (Smerdon, 2010). Key aspects include:

Data Analytics for Governance Oversight: Companies are leveraging data analytics to monitor

performance and assess risks in real time (CFA Institute, 2022).

Blockchain for Transparency: Blockchain technology is being used to create immutable records,

improving trust and transparency in governance activities (Smerdon, 2010).

RegTech Solutions: Regulatory technology (RegTech) solutions are gaining traction to help

companies efficiently comply with regulatory requirements (IOSCO, 2016).

Remote Board Meetings: The rise of virtual communication technologies has transformed how

Boards operate, enabling remote participation and decision-making (CFA Institute, 2022).

In Trinidad and Tobago, companies need to invest in digital tools and infrastructure to remain agile

and competitive in an increasingly digital governance landscape (CFA Institute, 2022).
3. Sustainability Reporting

The demand for transparent and comprehensive sustainability reporting is growing as stakeholders

seek greater accountability regarding environmental and social impacts (I0SCO, 2016).

Integrated Reporting: Companies are moving toward integrated reporting frameworks that

combine financial and non-financial information, providing a holistic view of performance (CFA

Institute, 2022).

Standardization Efforts: Global organizations, such as the Global Reporting Initiative (GRI) and

the Task Force on Climate-Related Financial Disclosures (TCFD), are setting standards for

sustainability reporting (IOSCO, 2016).

Stakeholder Engagement: Sustainability reports are being used as tools to engage with a broader

range of stakeholders, including investors, customers, and communities (Smerdon, 2010).

Materiality Assessments: Companies are conducting materiality assessments to identify the most

significant ESG factors impacting their operations (CFA Institute, 2022).
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For Trinidad and Tobago, encouraging registrants to adopt sustainability reporting practices can

enhance transparency and attract socially responsible investment (I0OSCO, 2016).
4. Diversity, Equity, and Inclusion (“DEI”)

Diversity, equity, and inclusion are becoming central to governance discussions as companies

recognize the value of varied perspectives in decision-making (CFA Institute, 2022).

Board Diversity: Boards with diverse members are shown to make better decisions and foster

innovation (Smerdon, 2010).

Inclusive Policies: Companies are adopting policies that promote equity and inclusion across all

levels of the organization (CFA Institute, 2022).

Global Best Practices: The CFA Institute and other bodies emphasize the importance of DEI in

governance structures (CFA Institute, 2022).
5. Stakeholder-Centric Governance

The traditional shareholder-centric model is being replaced by stakeholder-centric governance,
where companies consider the interests of a broader group, including employees, customers,

communities, and the environment (CFA Institute, 2022).

Stakeholder Engagement Mechanisms: Companies are establishing formal mechanisms to gather

and respond to stakeholder feedback (Smerdon, 2010).

Long-Term Value Creation: Governance practices are being realigned to focus on long-term value

rather than short-term financial gains (I0SCO, 2016).

Ethical Decision-Making: Stakeholder governance promotes ethical decision-making and social

responsibility (CFA Institute, 2022).
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Appendix II - Areas for inclusion in Corporate Governance
Guidelines
Duties and Responsibilities of the Board

Defined Formal Board Charter and Regulations which should include:

- Mandate of the Board

- Declaration that each director must act in the best interests of the organization

- Delegation of Powers for various Board Committees

- Obligations of confidentiality and discretion

- Terms of Reference (if not existing as a separate document)

- Responsibility to review and approve corporate strategy

- Risk Management and Appetite i.e. the Board’s responsibility for monitoring key risk
exposures

- Responsibility to ensure the implementation of appropriate internal controls and mitigation
strategies to combat against key risk exposures identified.

- Process for succession, replacement, substitution and appointment of directors. Registrants
should develop robust succession plans for key Board members and executives to ensure
continuity in leadership.

- Mandate for periodic governance reviews to identify areas for improvement and ensure
compliance with evolving standards and laws

- Remuneration and Incentive Structure for directors exhibiting transparency and fairness

- Responsibility to manage large and connected party transactions

- Responsibility for the selection, evaluation and the removal of the internal and external
auditor

- Responsibility to ensure that the Board is supplied with high quality, timely information

and in a form that is reasonably appropriate to facilitate sound decision making

Board Orientation and Induction which should include:

- Face to Face Orientation sessions overseen by chairman or Board secretary, scheduled

before the new director’s first Board meeting
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- Discussions on the responsibilities of each director overseeing risk, finance, strategy,

regulatory obligations (including AML/CFT) and emerging issues.

Board Training Programmes:

- Ongoing training for all directors on governance best practices, emerging industry trends,

ESG integration, risks, regulatory developments
Establishment of Governance Committees:

Create dedicated governance committees that report directly to the Board of directors to oversee

the following functions:

- Compliance
- Risk Management
- Audit

The Compliance Committee of the Board should at minimum be responsible for the following:

- Ensure compliance with all applicable securities laws, regulations, TTSEC guidelines,
stock exchange requirements, and anti-money laundering (AML) and counter-financing of
terrorism (CFT) obligations.

- Oversee and approve the firm’s annual Compliance Plan, Compliance Policies, AML/CFT
Programs.

- Oversee the effectiveness of the firm’s Code of Conduct, Conflict of Interest policies,
insider trading controls, and whistleblower protections.

- Receive and act on compliance reports including reports on breaches, AML incidents,
regulatory risks, and corrective actions.

- Supervise regulatory interactions (e.g., TTSEC inspections, TTSE audits), and ensure that
appropriate and timely responses are provided to any findings or enforcement actions.

- Ensure that senior management regularly meets with the Compliance Committee,
preferably quarterly to discuss significant compliance issues, AML/CFT matters, emerging

risks, and the overall status of compliance programs.

The Audit Committee of the Board should at minimum be responsible for the following:
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- Recommending external auditor appointment.

- Following-up on recommendations made by internal and external auditors

- Monitoring and reviewing the efficiency and effectiveness of the internal audit function

- Ensuring there is integrity in all financial reports

- Reviewing the design, adequacy and effectiveness of the internal control systems

- Reviewing the adequacy and integrity of the results of the external audit

- Audit Committee/Board approval should be required for the appointment, remuneration
and removal of the head of Internal Audit

- Ensuring that the head of Internal Audit meets with the Board or the Audit Committee twice

a year, including one meeting without the presence of executive management

If a separate Compliance Committee has not been established, compliance oversight should be
assigned to the Audit Committee and senior management should then meet with the Audit

Committee to discuss compliance matters regularly, preferably on a quarterly basis.

The Risk Management Committee should at minimum be responsible for the following:

- Reviewing the firm’s risk framework annually and amending risk policies that require
updating

- Overseeing the firm’s capital and liquidity management

- Establishing, documenting and maintaining adequate risk management systems and
internal controls in order to combat market, credit, reputational, operational, financial and
climate risks etc.

- Making recommendations to the Board on the current and future risk appetite of the
organization

- Ensuring that Senior Management and the Risk Management Committee meet regularly,

preferably on a quarterly basis in order to discuss risk matters.

It is recommended that proper communication occurs between the Audit Committee and the Risk
Management Committee in order to share pertinent information regarding current and emerging

risks and to determine any risk framework changes that need to be made.
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Clearly Defined Board Composition and Independence

Board Diversity: The Board’s composition must demonstrate 50% diversity in age, gender and

experience. Diversity fosters innovation and ensures varied perspectives in decision-making.

Independent Directors: Ensure that at least 50% of the Board comprises non-executive directors

with 3 or more independent to enhance impartial decision-making.

Board Meetings and Minutes

Board meetings should be held at least quarterly and accurate minutes from these meetings should

be recorded.

Board meeting materials should be sent out to members of the Board 10 or more days prior to

Board meetings.

Conflicts of Interest

There should be a formalized process for handling conflicts of interest which at minimum includes

the following:

- Formal high-quality Board approved policy;

- Mandate to disclose any personal or professional relationships with other Board members
or senior management;

- Requirement for full disclosure of any conflict of interest to chairman or designate;

- Requirement to disclose any material interests in any transaction or other matter in relation
to the registrant that may compromise the Board member’s ability to offer objective
guidance as part of their fiduciary duty towards the organization

- Process for addressing conflicts that are found (Decisions about how they are handled,
decisions to be made regarding anyone involved, policy well documented);

- Mandate that for all transactions with related parties, explicit approval by the Board is

required; and
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- A clear definition of connected persons and parties should be outlined and understood by

Board members

Disclosure, Transparency and Accountability

Enhanced Financial Disclosures: Publish detailed and transparent financial reports, including

key performance indicators and risk assessments.

Non-Financial Reporting: Include ESG performance, corporate social responsibility initiatives,

and governance metrics in annual reports.

Shareholder Communication Plans: Develop strategies to regularly communicate with

shareholders and other stakeholders through meetings, newsletters, and online platforms.

Board Assessments: The Board should undertake an assessment of its independence on an annual

basis and disclose each non-executive director that it considers to be independent in annual reports.

The Adoption of Ethical Leadership Practices

Code of Conduct: Develop and enforce a comprehensive code of conduct that outlines ethical
expectations for all employees and executives. The lack of tolerance for financial misreporting,

violation of shareholder rights and fraud should be clearly outlined.

Anti-Corruption Policies: Implement anti-corruption frameworks that include whistleblower

protections and stringent penalties for violations.

Compliance Committees: Establish a Compliance Committee that monitors a firm’s compliance
with corporate values and addresses unethical behavior swiftly. If not established separately, the

Audit Committee should be responsible for this.
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Integrated ESG Principles into Core Operations

Sustainability Strategies: Design and implement corporate strategies that prioritize environmental

sustainability, social responsibility, and robust governance.

Set ESG Goals: Establish measurable ESG goals, such as reducing carbon emissions, promoting

employee diversity, and improving workplace conditions.

ESG Reporting: Include detailed ESG data in public reports and align disclosures with globally
accepted frameworks, such as the Global Reporting Initiative (GRI) and the Task Force on
Climate-related Financial Disclosures (TCFD).

Enhanced Risk Management Frameworks

Enterprise Risk Management (ERM): Develop comprehensive risk management systems to

cover financial, operational, and reputational risks etc.

Scenario Analysis and Stress Testing: Regularly perform scenario planning and stress testing to

prepare for potential market disruptions.

Cybersecurity Measures: Invest in cybersecurity infrastructure to protect sensitive financial and

operational company (and investor) information.

Development of Robust Shareholder Engagement Mechanisms

Inclusive Stakeholder Policies: Implement policies that encourage active participation from all

stakeholder groups, including minority shareholders, employees, and local communities.

Annual and Special Meetings: The Board should ensure that every shareholder has the

opportunity to attend and engage with the organization in annual and special meetings.

Shareholder Surveys: Regularly conduct surveys to gather feedback on governance practices and

address concerns proactively.
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Conflict Resolution Systems: Create clear mechanisms for resolving conflicts among

shareholders, ensuring fairness and accountability.

Leveraging Technology to Enhance Compliance

Digital Compliance Platforms: Adopt software solutions that automate compliance tracking and

reporting, reducing manual errors and improving efficiency.

Data Analytics: Use analytics tools to identify trends, assess risks, and optimize governance

strategies.

Strengthened Compliance Reporting

Annual Corporate Governance Reports: Publish detailed governance reports annually,

highlighting compliance with these Guidelines and global governance standards.

Voluntary Disclosures: Go beyond regulatory requirements by voluntarily disclosing governance

practices to demonstrate transparency and commitment to best practices.

Promotion of Long-Term Value Creation

Align Objectives with Stakeholder and Shareholder Interests: Focus on creating value for all
stakeholders, including investors, employees, and local communities, rather than prioritizing short-

term profits.

Sustainable Investment: Allocate resources to projects and initiatives that yield long-term

environmental, social, and financial benefits.

Innovation and Adaptability: Encourage a culture of innovation within the organization to adapt

to changing market conditions and corporate governance expectations.
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Participation in Industry Collaboration

Peer Learning Initiatives: Engage and share corporate governance experiences with other market

participants as a way of learning from one another.

Corporate Governance Workshops: Participate in local and international workshops and forums

to stay updated on corporate governance trends.

International Alliances: Collaborate with international organizations to learn about new and

innovative corporate governance strategies.

Notwithstanding the forgoing, kindly note that in order to support a balanced and practical
approach to corporate governance, registrants are encouraged to adopt an “apply or explain”
principle in implementing the standards outlined in these guidelines. We recognize that each
organization is unique, and while full application of the recommended practices is encouraged,
there may be circumstances where a different approach is more suitable. In such cases, registrants
are expected to clearly explain the reasons for any deviations and how their alternative measures
still ensure good corporate governance. This approach promotes transparency, trust, and
continuous improvement in our local securities market while giving firms the flexibility to align

governance practices with their specific strategic objectives.

All applicable registrants will be required to submit annual reports to the TTSEC on their corporate
governance practices and compliance progress. Please note that the TTSEC may also conduct on-

site inspections and require registrants to demonstrate how they comply with this guideline.
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