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INTRODUCTION

To Directors, Management, Staff and Advisors of the Sagicor Group

At Sagicor, we consider Corporate Governance as the task of the Company’s Board providing leadership, guidance and
oversight to the Company for maximizing wealth within the bounds of law and community standards of ethical behaviour.
This task, however, is only achievable if the Board is effectively positioned, and if management has the capability to
deliver and the mechanisms for effectively engaging the Board.

These are challenges faced by most, if not all public companies. Effective corporate governance is not an option anymore;
with the increasing incidence of corporate disasters around the globe, a high level of accountability is being demanded of
companies, in particular their boards, to operate in the best interests of their stakeholders. As a consequence, we see a
steadily increasing amount of regulation, guidance and supervision directed at public companies and a higher level of
intervention coming from investors and shareholders.

On the other hand, good governance is not just a matter of complying with rules and regulation but is simply a common-
sense business management necessity. That is how we in Sagicor intend to build our governance architecture. The
Management team takes the view that the Company’s chances for success are enhanced with an informed and engaged
Board. Equally, the Board of Directors feels that an empowered, confident and resourceful management team is vital to
good governance.

This Manual contains the structure and processes through which Sagicor intends to implement its corporate governance
architecture. The information is for the use of directors, officers and staff and advisors, to enhance their understanding
and personal contribution to the Company’s governance goals. Adoption and implementation of the Manual takes
immediate effect. Success in achieving our governance goals will require not only resource, structures and process but
three essential human qualities:

1. Personal Commitment — the will to achieve through taking pride and responsibility for making positive things
happen at every opportunity.

2. Leadership — not necessarily vested leadership but all those who see and grasp the opportunity to show the way
and to inspire others to do the right things.

3. Teamwork — the sense of collective purpose and acting together unselfishly to achieve the common good.

It is everyone’s responsibility to contribute toward development of this architecture and we urge you to take this
responsibility seriously. It will take a few years to fully realize our governance goals, but we have made a bold start by
defining the direction and scope of our endeavour and by adopting the determination to implement programs and processes
for giving reality to the virtual architecture.

We hope you will join us in recognizing the potential which corporate governance has for making Sagicor Group Jamaica
a long-term success and we look forward to your commitment and endeavour to make that success a reality.

Peter K. Melhado Christopher W. Zacca
Chairman President & Chief Executive Officer
Sagicor Group Jamaica Limited Sagicor Group Jamaica Limited
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GROUP CORPORATE GOVERNANCE POLICY
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POLICY SUMMARY

This Policy sets out minimum requirements for the governance of Sagicor Group Jamaica Limited (“SGJ” or
“the Company”), the holding company of the Sagicor Jamaica Group of Companies. The purpose of the policy
is to establish the external and internal framework for the operation of corporate governance within the Company
in particular and the Group in general.

APPLICATION

This Policy applies to SGJ and all its subsidiaries.

DEFINITIONS

“Board” means the board of directors of Sagicor Group Jamaica Limited and, where the context so admits,
includes board Committees.

“Company” means Sagicor Group Jamaica Limited.

“Corporate Governance” means the task of a company’s board in providing leadership, guidance and oversight
to the Company for maximizing shareholder wealth within the bounds of law and community standards of ethical
behaviour.

“Group” or “Sagicor Group” means Sagicor Group Jamaica Limited and its subsidiaries
“Group Office” means the system of functional units directly managed by the President and CEO of SGJ.

“Policy” is a generic term for any rule or set of rules that declare the manner in which an issue that is material
to the Company will be managed. The rule may be anywhere from abstract and directional to concrete and
procedure-oriented, e.g. ““it is every team member’s duty to protect the Company’s reputation” and “all Company
cheques must be signed by two officers.” The purpose of policy is to establish rules for guiding behaviour
critical to the achievement of some managed objective. To be considered binding on all applicable team
members, officers and directors.

“Procedures” means specific methods employed to implement or operationalize a policy and are binding on all
applicable team members, advisors, officers and directors. While policies deal with “what”, procedures are

concerned with “how”.

“SGJ” means Sagicor Group Jamaica Limited.
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SIGNIFICANT RISKS ADDRESSED BY POLICY

Corporate Governance Risk

1.4.1.1 The Board fails to provide proper direction and oversight for the institution’s affairs, thereby limiting the

1.5

151

enterprise’s potential for sound and safe operation and exposing it and its directors to stakeholder sanctions and
penalties.

COMPLIANCE REQUIREMENTS

General

1.5.1.1 Each incorporated entity within the Sagicor Group will govern its affairs with a formal set of corporate

governance policy and procedures. For this purpose, each entity is required to adopt the Group Corporate
Governance Policy and procedures and apply these to its particular circumstances, considering its institutional
scale, market and public accountability, and local laws and regulations.

1.5.1.2 Subsidiaries operating in foreign jurisdictions are to submit to the Group Corporate Secretary its Corporate

1.5.2

Governance Policy and Manual for review, including comments to support the rationale for any significant
departure from the Group approach.

Corporate Governance Model

1.5.2.1 The Group’s Corporate Governance General Policy is supported by a framework the model of which is illustrated

below. The model and its components are described in the Group Corporate Governance Manual, which forms
an integral part of this policy.

The Corporate Governance Model

INDUSTRY REGULATION
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1.5.3. Scope

1.5.3.1 The Corporate Governance framework must include:

154

1.54.1

1.6

(i) Provisions for dealing with the external environment of laws and regulations that govern the Sagicor
Group Jamaica entities, including securities regulations and their disclosure requirements.

(i) The ethical and business values that shape and guide the Sagicor Group Jamaica entities.

(iii) Policies and procedures governing essential undertakings and operations, in particular the management
of risk within the Sagicor Group Jamaica entities.

(iv) The structure, composition and internal operation of the Board.

(v) The respective roles and responsibilities of Board and Management in supervising and running the
company respectively.

(vi) Plans and programs that form the essential subject matter for the operating relationship between Board
and Management.

(vii) Issues of accountability and performance for both the Board and Management in the way they discharge
their respective responsibilities.

Reporting

The Corporate Governance Committee of the Board shall report annually to the Board on the effectiveness of
the Company’s Corporate Governance General Policy and its supporting procedures, the effectiveness of
compliance with the policy and procedures, and recommendations for updating the policy and procedures, if any.

ROLES AND RESPONSIBILITIES

The respective roles of the board of directors, management and corporate secretary are:

161

1.6.2

Board of Directors -

(i)  Approve this policy and update it from time to time as required in response to external requirements and
best practice.

(i)  Assure itself that all incorporated entities within the Sagicor Group operate with corporate governance
policies that are aligned to this Group policy.

(iii)  Ensure that the Board, its Committees and directors comply with the policy as applicable.

(iv)  Ensure that Management of the Company complies with the policy as required.

Management -

(i)  Ensure that the policy is well communicated and understood by team members and officers.

(i) Ensure that Management complies with policy requirements for supporting the Board in its governance

of the Company.
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1.8

1.8.1.

1.9

1.9.1.

(iii)  Ensure that the Company conducts its operations in a manner that facilitates and supports effective
subsidiary governance.

(iv) Participate with the Board in its annual review of the adequacy of this policy as a prerequisite for re-
approving it.

Corporate Secretary -

(i) Reporting to the Board Chairman, responsible for supporting the Board in the management and
administration of this policy, including the procedures supporting it.

TRANSITION

This policy shall be implemented in phases, subject to the accumulation of human and technical resources. The
policy must be substantially implemented by December 31, 2016 and fully implemented within 12 months of
Board approval.

OWNERSHIP AND RESPONSIBILITY

This policy is owned by the Board, which shall sign off its approval, together with the President and CEO of the
Company on behalf of Management. It is the responsibility of the Board to initiate review of the policy and for
re-approving it annually.

EXCEPTIONS

Director requests for exceptions to this policy, including the requirements of the corporate governance
procedures are to be submitted to the Chairman of the Corporate Governance Committee, with a detailed
explanation for the request. In the case of Management, the request must be made through the President and
CEO to the Committee Chairman.
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INTRODUCTION

Sagicor’s operation is foremost bounded by the laws and regulations governing the Group in all manifestations
of its existence. Compliance is a matter not of discretion but of compulsion; everything else the Company does
is a matter of choice.

The external control environment is the context of compliance requirements governing:

(i)  incorporated entities

(if)  applicable laws

(iii)  industry membership

(iv)  industry regulators.

INCORPORATED ENTITIES

These are the various provisions governing the operation of corporations as individuals and the rights and
obligations of the legal entity itself, its directors and board, officers and shareholders.

APPLICABLE LAWS

These are general laws as a whole relating to the countries in which we operate.

INDUSTRY MEMBERSHIP

Given that Sagicor decided to enter certain markets to sell products and services, it is committed to the laws
prevailing on members of these industry sectors. Applicable acts and laws include Insurance, Banking,
Securities, Mutual Funds and Asset Management.

INDUSTRY REGULATORS

These industry watchdogs, existing in every country in which Sagicor does business, apply varying levels of
supervision and scrutiny over the affairs of the holding company and its subsidiaries. What they all have in
common is the requirement of a regime of management that is essentially risk-based and investor sensitive, on
the one hand to assure the long-term stability of the entity and on the other to practice social responsibility.

Non-compliance with the laws of the land can result in severe penalties, legal action and even loss of license,
while failure to comply with industry regulation can lead to operating constraints and sanction. Generally, failure
to comply with law and regulation exposes the Group to direct financial and non-financial consequences. The
most severe consequence is the damage to reputation and the implications for investor and consumer confidence.



2.5.3 Itis incumbent on the board and management to ensure that significant regulatory and legal compliance risks
are identified and effectively managed.
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Part 3

Corporate Values

3.1 INTRODUCTION

3.1.1  Corporate Governance is the task of a company’s board in providing entrepreneurial leadership, guidance and
oversight to the company for maximizing shareholder wealth within the bounds of law and community standards
of ethical behaviour. The direction and momentum assumed by the Governance process must be driven by a
value system that permeates the enterprise to ensure business priority alignment between board and management.
The Sagicor value system comprises the following five elements and the Code of Business Conduct and Ethics.

3.2 SAGICOR GROUP VALUES

3.2.1  Our Values dictate who we are our S.C.R.I.P.T. guides our action:

SERVICE

o We will always remember that the customer is the reason for our work.

o We will always make every effort to go above customer expectations.

o We will always support our colleagues, because exceptional service i.e. a team effort.
o We will always 'do it right, do it fast, and do it now'.

COMMUNICATION

e We will always share information.

o We will always encourage and accept feedback.

o We will always listen and seek to understand the needs of others.
o We will always facilitate open discussion.

RESPECT

e We will always be courteous and polite.

e We will always be open to the views of others.
o  We will always challenge ideas, not people.

o  We will always maintain confidentiality.

o We will always respect other people's time.

INTEGRITY

o We will always deliver on our word.

o We will always do what is ethical.

o  We will always lead by example.

o We will always accept responsibility and hold ourselves accountable.

PERFORMANCE
11



3.3

3.4

3.5

3.5.1

3.6

o  We will always be passionate about exceeding expectations.
o We will always embrace creativity.

o We will always meet deadlines.

o  We will always recognize good work.

TEAMWORK

o  We will always invite collaboration.
o We will always value diverse values.
o  We will always support others to achieve their goals.

CORPORATE VISION

To be a great Company committed to improving the lives of the communities in which we operate.

STRATEGIC OBJECTIVE

Our Strategic Objective is set out in our Strategic Plan.

CORPORATE GOVERNANCE

Corporate governance is about entrepreneurial leadership for maximizing and balancing stakeholders’ interests
and is best achieved through harmonious combination of the supervisory role of directors with the executive
function of management

BUSINESS MANAGEMENT VALUES

Pillar 1: Values and Standards - Sagicor establishes ethical values and standards of performance for meeting
its obligations towards its various stakeholders — shareholders, investors, regulators, customers, team members,
communities, suppliers. These values and standards are contained in various Sagicor policies and procedures
and are manifested in their entirety in the Code of Business Conduct and Ethics.

Pillar 2: Corporate Governance - Sagicor is managed through the integrated efforts of the board, elected by
shareholders, and senior officers appointed by the board to carry out Sagicor’s business mandate. Each party is
a seamless extension of the other and Sagicor’s sustained prosperity is assured through teamwork in which the
board assumes responsibility for supervising the management of the Company and management executes the
overall enterprise plan agreed with the board.

Pillar 3:  Strategic and Business Planning - Sagicor uses a rigorous approach for anticipating the future of
business risks and opportunities and deciding how it will position itself for growth and prosperity. The
Company’s strategic planning process is both top-down (strategic enterprise objectives) and bottom-up (SWOT),
enterprise-wide, and integrated. A high degree of awareness is stimulated across the enterprise in terms of long
and medium-term direction to secure ownership and commitment. Implementation of strategic plans is integrated
with annual business plans and is continually monitored.

Pillar 4: Enterprise Risk Management - We are in the business of taking risks for reward and our first
caution is to ensure the safety and soundness of capital against the explicit and implicit risks we assume. We
understand the various inherent risks the enterprise is exposed to, we have defined our risk appetite, established
risk limits, allocated capital across our various operating units, and established prudent processes and systems
for originating, assessing, administering, and reporting risks throughout the enterprise. Managing risk is vital to
our existence and is everyone’s responsibility.

12



3.7

Pillar 5:  Market Management - Sagicor operates a dynamic market management system attuned to customer
needs and satisfaction. We survey customers, create what they need, and deliver it to them at a price and place
and in a style that meets their expectations. We use cutting-edge technology to develop and deliver our products
and services and we maintain top-notch customer-interface systems to render ongoing service satisfaction to
them. Our sales people are professional and ethical in their selling style and the Sagicor brand is well established
in the markets we serve.

Pillar 6: Human Resource Management - Success in all things depends on people and their inherent
competencies and integrity, whether they are directors, officers or team members. We recruit the best people and
provide them with continuous training and development to enhance on-the-job performance. Development of
leadership and managerial skills receives particular emphasis. We identify our high-performers and chart their
careers, ensuring succession planning that is dynamic and anticipatory.

Pillar 7: Performance and Accountability Management - We are a performance-driven institution. We
maintain a strong accountability ethic in which performance measures play a vital role for business units, team
members, officers and directors. Operating units are measured against their return on allocated capital and
individuals against performance measures linked to enterprise goals for revenue generation, cost management,
asset quality, customer satisfaction, team member satisfaction, and business management. Linked to performance
assessment are monetary payments and identification of opportunities for personal development.

Pillar 8: Internal Controls Management - A strong internal control framework reinforces attention to the
right things. Controls are built into operational processes at the outset in the form of checks and balances,
reconciliation, segregation of duties, and hierarchical approval authorities. Business units are also trained to
perform their own risk and control self-assessments for the purpose of maintaining control effectiveness. In
addition, the enterprise subjects itself to robust internal auditing that is risk-based, correction-focused, and
independent of management.

Pillar 9: Investor Relations - Recognizing the growing trend for shareholders and other investors to demand
higher accountability of boards, Sagicor maintains a dynamic system to involve and inform shareholder,
investors and security analysts. This includes making directors more accessible to the outside, inviting major

stakeholders into direct communication forums, keeping investors more informed through written
communication, and being highly responsive to stakeholder queries and concerns.

CODE OF BUSINESS CONDUCT AND ETHICS

The Code of Business Conduct and Ethics is contained in Appendix 1.

13



Part 4

Board of Directors

4.1

411

4111

41.2

4121

GOVERNANCE CONSTRUCTS

Size of Board

The optimal size for Sagicor Board is a prudent balance between two opposing needs: a business need for strong
geographical, professional and industry sector representation, and a need to be small enough to facilitate open
and effective dialogue and decision making. To balance these opposing needs, the Company has set out in its
articles that the number of Directors shall not be less than eight and not more than 30. Currently, 15 Directors
have been appointed to the Board.

Board Committee Structure

The Board operates with four mandatory Committees, although other committees may be established as required.

(i)

(i)

(iii)

Audit Committee - This statutory Committee is responsible for ensuring:

@) The quality and integrity of the Company’s accounting and reporting practices and controls
and the completeness and accuracy of its financial statements and disclosures.

(b) The Company’s compliance with legal and regulatory requirements.

(©) The qualifications and independence of the external auditor and the appropriateness of his
methodology and accounting approach; and,

(d) The quality of internal controls as reported by the internal audit function and independent
auditors.

Risk Management Committee - The purpose of this Committee is to foster a strong risk management
culture within the Group and to direct and oversee the management of risk. The Committee annually
reviews the Group’s significant risks within an enterprise risk management framework and assures itself
that management has in place policies and processes to manage these risks, including statutory, legal
and regulatory risks. The Group’s appetite for risk is managed through the use of tolerances, limits and
standards aligned to policy, which the Committee monitors on a regular basis. In particular, the
Committee concerns itself with enterprise financial stability, which it routinely monitors. The
Committee is also responsible for approving financial transactions outside of management’s delegated
authorities.

Corporate Governance and Ethics Committee- This Committee is responsible for establishing the
framework of corporate governance principles, policies, and procedures for the Group and for
overseeing practice consistent with requirements. It develops standards of performance for the board,
directors and senior officers and routinely evaluates performance against these standards, including
compliance with the Group’s Code of Business Conduct and Ethics. The Committee is also responsible
for developing policy and procedures and for overseeing:

@) the director nomination and re-appointment;
(b) director compensation;

14



©
(d)
(€

shareholder relations, including evaluation of their proposals;
committee structure, operation and performance; and,

communication processes between management and the board.

(iv) Human Resource & Compensation Committee — This Committee oversees:

(@)
(b)
(©
(d)
(€)
®

Senior management succession planning;

Identification and development of high potential people in the Company;
Senior management performance plans and evaluation.

Setting executive compensation;

Aggregate performance and motivation of the Company’s team members; and,

Operation of the Company’s pension plans.

4.1.3 Board Composition

4.1.3.1 The quality and amount of skills and experience on the Sagicor Group Board is critical to its Corporate
Governance effectiveness, and in consequence, to the quality of supervision over Company management. Board
composition therefore, must be subject to specific rules or controls to ensure the right directors are taken into the

board.

4.1.3.2 The composition of the board is as follows:

0] Executive Directors - Not more than two directors, including the President and Chief Operating Officer
of the Company, may be officers or team members of the Company or its affiliates.

(i) Non-Executive Directors - Non-executive directors must qualify in six essential dimensions for
appointment to the Board of directors.

(iii) Board Core Competencies - The collective Board must have a core set of skills that form the constants
over time. These comprise the following critical and minimum functional expertise:

(@)

(b)
(©)
(d)
(€)
(f)
(@)
(h)

Business management experience at the leadership level, preferably in the financial services
sector.

Financial accounting expertise sufficient to competently chair the Audit Committee.
Corporate finance expertise relating to investment banking, mergers and acquisitions, etc.
International perspective in related business sectors.

Information technology expertise relating to enterprise systems architecture.

Expertise in strategic marketing at a leadership level.

Expertise in corporate law.

Expertise in human resource management.
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(iv)

v)

(vi)

(vii)

(1) Other Board competencies may be added from time to time based on the strategic
circumstances in which the Company finds itself at any given time. It should be noted as well,
that a director may have more than one competency.

Director Core Competencies - The people who sit around the Board table must be able to leverage
their experience to contribute in meaningful ways, to understand the issues, ask the right questions,
demand the right information, and make the best possible decisions. This is a committee participation
style that is separate but complementary to the knowledge and experience that directors possess. With
this in mind, Sagicor expects that all its directors will possess certain core competencies or inherent
operating styles of which the following comprises minimum standards:

@) High personal standards consistent with the Company’s Code of Business Conduct and Ethics
(b) Commitment to business leadership

(c) Courage to express and to defend a position

(d) Decisive and willing to be held accountable

(e) Effective intervention and decision-making style

()] Contributes to team synergy

(9) Mature and thoughtful perspective on business.

Knowledge and Experience - Directors must possess specific knowledge and experience
commensurate with the business requirements of the Company. This expertise is determined for each
new director in the context of the prevailing requirements of the Board when a vacancy is to be filled.
(See “Director Nomination Process”).

Representation - As a Group of companies scattered throughout the Caribbean and USA, Sagicor is
mindful that its Board of directors reflect the business, social, economic and cultural jurisdictions from
which it draws customer patronage. However, in balancing the need for geographic representation
against the imperative of director skills and expertise, the Company is committed to ensuring that skills
and expertise remain the paramount consideration.

Time Commitment - Directors must have sufficient time available to devote to performance of their
Board duties and the following standards will apply, unless exceptional circumstances warrant
otherwise:

@) Directors must demonstrate that they have the time to commit to their directorial
responsibilities.

(b) The Board Chairman is not to be chairman of any other listed company.

(©) Directors who are executives are not permitted to take on more than one non-executive
directorship in a listed company nor the chairmanship of such a company.

(d) Other non-executive directors will be limited on the number of other listed company boards
they sit on, as follows:

i. If the director is the CEO of another company, 2 other boards;
ii. If the director is employed full-time but not as CEO, 3 other boards;

iii. If the director is retired from full-time employment, 5 other boards.
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4.1.4

4141

4.1.4.2

4143

(viii)  Independence: Directors, new and existing, must meet Sagicor’s independence criteria as stated in the
Director Independence Policy.

The application of these rules is found in the Director Nomination section of the Corporate Governance Manual.

Director Independence

No less than one-third of the membership of the Sagicor Group Jamaica’s board will be independent as
determined by this policy. The mandatory Committees will comprise a majority of independent directors.

No director qualifies as independent unless the board of directors affirmatively determines that the director has
no material relationship with the Company (directly or as a partner, shareholder or officer of an organization that
has a relationship with the Company). These determinations must be disclosed by the Company.

Definitions - For the purposes of this Section, the following words and expressions have the following meanings:
0] “affiliate” means an entity in which in which SGJ exercises direct or indirect control;

(i) “beneficial owner” of a security includes any person who, directly or indirectly, through any contract,
arrangement, understanding, relationship, or otherwise has or shares (i) voting power, which includes
the power to vote, or to direct the voting of such security, or (ii) investment power, which includes the
power to dispose, or to direct the disposition of such security;

(iii) “Company” means Sagicor Group Jamaica, SGJ, or the Sagicor Jamaica Group of Companies,
including its various subsidiaries;

(iv) “compensation” does not include remuneration for acting as a member of the Board or any Board
committee, or fixed amounts of compensation under a retirement plan (including deferred
compensation) for prior service with the Company if the compensation is not contingent in any way on
continued service;

(V) “control” means the direct or indirect power to direct or cause the direction of the management and
policies of a person or company, whether through ownership of voting securities or otherwise;

(vi) “credit obligations” includes loans, committed credit facilities, investment in securities including
commercial paper, acceptances, other debt securities, margin loans, mortgages, preferred stock and
exposure through derivative instruments;

(vii) “entity” means a corporation, limited liability company, partnership, trust, fund or any other type of
entity;

(viii)  “immediate family member” of a director means the director’s spouse, parents, children, siblings,
mothers- and fathers-in-law, sons- and daughters-in-law, and brothers- and sisters-in-law and anyone
(other than domestic team members) who shares the director’s home;

(ix) “material relationship” is a relationship which could, in the view of the Board of Directors, be
reasonably expected to  interfere with the exercise of a director’s independent judgment. Indirect
material relationships shall include material relationships as a partner, shareholder or officer of an
organization that has a relationship with the Company;

(x) “not in good standing”, in respect of a loan, means a loan in respect of which (i) any payment of
principal or interest is 90 days or more overdue, (ii) interest is not being accrued on the books of the
Company because it is doubtful whether the principal or interest will be paid or recovered, or (iii) the
rate of interest is reduced by the Company because the borrower is financially weak;
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4.1.4.4.

(xi)

(xii)

(xiii)

(xiv)

“officer” means an entity’s president, chief officer, principal financial officer, principal accounting
officer or controller, vice-presidents, or any other officer who performs a policy making function.
Officers of subsidiaries may be deemed officers of the entity if they perform such policy making
functions for the entity;

a person has a “significant interest in a class of shares of the Company” if the aggregate of shares of
that class beneficially owned by that person and by entities controlled by that person exceeds 10% of
outstanding shares of that class of shares of the Company;

a person or company is a “subsidiary” entity of another person or company if the entity is under the
control of the other;

a person has a “substantial investment” in an entity if the person and any entities controlled by the
person together beneficially own shares (i) to which are attached voting rights exceeding 10% of the
voting rights attaching to outstanding voting shares of the entity, or (ii) which represent ownership of
more than 25% of the shareholders’ equity of the entity;

Situations in which a Director is NOT Independent

(i)

(i)

(i)

(iv)

v)

(vi)

The director or an immediate family member is or was in any of the last three years (unless the board
can argue a case for independence) a team member or officer in the Sagicor Group.

The director participates in the Company’s share option or a performance-related pay scheme, is a
member of the Company’s pension scheme (unless the board can argue a case for independence).

The director or the director’s spouse has a significant interest in a class of SGJ’s shares (unless the
board can argue a case for independence).

External Auditor:

@) the director or an immediate family member is a current partner of a firm that is the internal or
external auditor within the Sagicor Group;

(b) the director is a current team member of such a firm;

(©) the director’s immediate family member is a current team member of such a firm and
participates in the firm’s audit, assurance or tax compliance (but not tax planning) practice; or

(d) the director or an immediate family member was within the last three years a partner or team
member of such a firm and personally worked on the Company’s audit within that time.

A director who is an executive officer or a team member, or whose immediate family member is an
executive officer, of a company that makes payments to, or receives payments from, the Company for
property or services in an amount which, in any single fiscal year, exceeds the greater of US $0.5
million, or 2% of such other company’s consolidated gross revenues, is not “independent” until three
years after falling below such threshold.

The Company beneficially owns 5% or more of any class of equity securities of an entity.

(@ controlled by the director,

(b)  in which the director has an investment equal to 15% or more of the director’s net worth,

(c)  for which the director is an officer or has a similar position, or;

(d) for which the director could reasonably be deemed to have a material influence on the
management of such entity.
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4.1.4.6

4.1.5

4151

4152

4153

(vii) The director holds cross-directorships or has significant links with other Company directors through
involvement in other companies or bodies (unless the board can argue a case for independence).

Conflicts of Interest

(i) Directors will not put themselves in a position where their interests conflict or may be perceived to
conflict with those of the Company. The decision to undertake external activities is a matter for
individual non-executive directors to decide, bearing in mind their personal responsibilities and
commitments, including those to the Company’s boards. The Chairman of the Corporate Governance
and Ethics Committee is available to all members of the Board to discuss possible, actual or perceived
conflicts. Directors must take care with respect to any external activities to avoid difficulties in this
regard. If Directors have any doubts about conflicts, they should consult the Chairman or Corporate
Secretary, in the case of non-executive directors or the Group President and Chief Executive Officer,
in the case of Executive Directors, before doing anything that might compromise the Group.

(i) Guidance is to be found in the Company’s Code of Business Conduct and Ethics for conflict of interest
situations. Directors are required to notify the Corporate Secretary of any potential conflicts through
other directorships or shareholdings.

Director Independence and Conflict of Interest Evaluation

(i) New directors are required to submit a self-assessment of their compliance with independence and
conflict of interest requirements.

(iii) Existing directors are also required to perform annually a self-assessment of their compliance with
independence and conflict of interest requirements. Please refer to Appendix A.2.3 - Corporate

Governance and Ethics Committee Charter containing the Director Nomination Process, including the
process for the re-election of existing Directors.

Corporate Governance Risk and Control Framework

The purpose of this exercise is to arrive at a rational identification of controls for ensuring successful operation
of the Corporate Governance machinery and their relative emphasis. This determination is made on the basis of
risk and control assessments.

Corporate Governance Obijective - To provide entrepreneurial leadership, guidance and oversight to the
Company (for maximizing shareholder wealth within the bounds of law and community standards of ethical
behaviour).

Macro Corporate Governance Process —

(i)  Selection of directors

(if)  Directors initial and ongoing education

(iliy  Formation of Board and management committees

(iv)  Operation through collective consensus

(v)  Operation through decision-making on critical current and future events/issues

(vi) Operation through review of critical performance status and measures

(vii) Communication and record of feedback to management

(viii) Reporting to shareholders on key proposals and performance
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(ix)
)

Periodic self-assessment of directors’ performance

Communicating with investors and shareholders

Inherent Corporate Governance Risks - Given directors’ objective to provide entrepreneurial leadership,
guidance and oversight to the Company and their scope and content of work, the following emerge as key
inherent threats that could obstruct the objective from being met:

(i)

(i)

(iii)

(iv)

v)

v)

People Risk - The inherent risk that management officers and directors do not perform as expected due
to inadequate competencies or capabilities, non-commitment, dissatisfaction, negligence, lack of care,
fraud or misconduct.

Alignment Risk - The inherent risk that the Board’s priorities and focus are misaligned with the way
the company really operates.

Decision-Making Risk - The inherent risk that the board fails to participate with management in
making decisions essential for the strategic direction and operation of the enterprise. (This risk excludes
the impact of People Risk, i.e. the right directors are on the board.)

Performance Monitoring Risk - The inherent risk that the board fails to critically monitor the
enterprise’s operating performance against decided strategies, programs and risks.

Shareholder Relations Risk - The inherent risk that the board fails to generate and sustain
shareholder/investor satisfaction in the way it communicates with them.

Control Framework - Combining the guidance offered by the Macro Process and the Inherent Risks,
Key Controls are identified and prioritized for ensuring an effective corporate governance system.
Decisions reached under “Relative Impact of Control on Board Performance” drive the amount of
attention to be given for managing various aspects of the corporate governance architecture.
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Inherent Strength of | Relative Quantity | Key Controls for Mitigating | Relative
Risk the Inherent | Impact on of Inherent Risks Impact of
Tendency Board Risk (Directors and Management) | Control on
Performance Board
Performan
ce
People Risk Code of Conduct and Ethics | M
Nomination/Recruitment VH
H VH VH Orientation and M
Development
Performance Evaluation H
Compensation H
Succession VH
Liability Insurance M
Alignment Risk Effective Engagement in the
H VH VH nine Pillars Comprising the | VH
“Business Management
Frame-work”
Decision- Committees Structure & H
Making Risk & Role
Performance H VH VH Meeting Frequency & H
Monitoring Duration
Risk Schedule of Company H
Priorities
Board Responsibilities VH
Defined
Board Meeting Agenda VH
Director Preparation VH
Boardroom Dynamics VH
Shareholder Required Disclosures M
Relations Risk M H M+ Director Availability M
Shareholder Involvement M
Notes:
1. “Strength of the Inherent Tendency ” in the normal course of events, before application of controls.
2. “Relative Impact on Board Performance” as distinct from Company performance.
3. “Quantity of Risk” is the product from combining the first two measures.
4.1.6 Subsidiary Governance
4.6.1.1 Background
Q) Parent boards must be aware of all material risks and other issues that may ultimately affect the

organization. As some of these risks may originate in subsidiaries, it is necessary that Sagicor Group
Jamaica be able to exercise adequate oversight over the activities of its operating subsidiaries.

(i) The corporate governance responsibilities of boards of SGJ subsidiary financial institutions are the same
as those of Group Board. Regardless of the composition of the board of the subsidiary, Group Board
must exercise adequate oversight of the activities of subsidiaries to ensure that the parent board can
meet its responsibilities. At the same time, this does not suggest that boards of subsidiary institutions
should replicate all corporate governance activities of Group Board or that Group Board should assume
responsibility for the performance of specific duties of subsidiary boards, bearing in mind the legal
autonomy of boards of incorporated entities.
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(iii)

v)

v)

The degree of Group oversight of a subsidiary should first take into account the subsidiary’s materiality
on the Group in terms of:

(@)  bottom-line contribution

(b)  reputational risk, or

(c)  regulatory or legal risk.

Insofar as reputational, regulatory and legal risk is concerned, it should be borne in mind that the impact
on the parent could be far out of proportion to the subsidiary’s economic contribution to Group bottom-

line and more, not less, supervision is required.

Group Board should pay special attention to the performance, composition and activities of subsidiary
boards, especially where:

@ the subsidiary operates in a far-off geographic area;

(b) The operating language and governing culture is different from the parent’s;

(c) the jurisdictional requirements for legal and regulatory governance are substantially different;

(d) the subsidiary’s activities are significantly different or independent from the parent’s core
business;

(e) special expertise is required to provide oversight of the subsidiary’s activities;

()] risk origination is decentralized to local individuals;

(9) minority shareholders sit on the subsidiary Board;

(h) th%re_di_s the potential for conflicts of interest between the various stakeholders of SGJ and the
subsidiary.

4.6.1.2 Subsidiary Oversight

(i)

Group Board can significantly increase its assurance that the subsidiary is operating in accordance with
requirements by ensuring the following steps:

@) Populate subsidiary boards with a sufficient number of directors who lead and oversee
subsidiary affairs within the context of Group objectives and plans, without compromising the
long-term interests of the subsidiary.

(b) Staff senior management positions in subsidiaries, especially for enterprise leadership and
management of key risks, with individuals having the ability and willingness to operate with
a Group perspective.

(©) Establish corporate governance policies, procedures and practices in the subsidiaries aligned
to Group Board, allowing for local differences. The Audit Committee in particular, should
comprise competent leadership and membership, operate with a proper level of independence
and supervise the work program of external and internal auditors.

(d) Establish a strong Group Office to supervise and monitor Group-subsidiary alignment relating
to:
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i.  Strategic plans;

ii. Key policies and procedures;
iii. Risk management;
iv. Regulatory compliance;

V. Financial reporting;

Vi. Internal auditing; and,
Vii. Corporate governance.
(e) Foster a dynamic system of communication and interaction between Group Office and

subsidiaries to shape and preserve a culture of oneness.

()] Treat the human resource base of the entire Group as a single pool and move people around to
build Group loyalty, as well as to disseminate best practices.

(9) Establish a written service level agreement between Group Office and each subsidiary with
respect to services provided by Group Office, e.g. transaction review, internal auditing,

advertising. Tailor the services in line with subsidiary capabilities and charge out an
appropriate quarterly fee for Group Office provision of the services.

4.2 BOARD OPERATIONS

4.2.1 Boardroom Dynamics
4.2.1.1 Introduction
0] This subject deals with leadership and interpersonal styles in the boardroom. The objective is to
establish a set of written standards for guiding interactions among directors that lead to constructive
dynamics and effective decision-making. Notwithstanding these guidelines, boardroom harmony and
productivity will be difficult to achieve if any of the following prerequisites is not present:
(@)  Appropriate director behavioural skills and functional knowledge.
(b)  Proper balance of functional skills around the boardroom.
(c) A Chairman with the right leadership and team-building skills.
(d) A President and CEO committed to assisting the Board in carrying out its mandate.
(e)  Processes that facilitate director understanding and engagement of board issues.

4.2.1.2 Standards for Boardroom Decision-Making Conduct

Q) The Chairman must manage boardroom time consistent with Agenda priorities yet elicit diverse views
and guide and energize dialogue.

(i) The Chairman’s duty is to consistently bring dialogue on critical issues to timely and clear closure and
to achieve consensus.
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4.2.2

4221

(iii)

(iv)

v)

(vi)

(vii)

(viii)

(ix)

(x)
(xi)
(xii)

(xiii)

The Chairman and President/CEO, as vested leaders in the boardroom, have a responsibility to create a
climate of open discussion and participation among other directors.

The President and CEO, having the benefit of full company information, must be positively responsive
to directors’ need to know.

Directors are expected to knowledgably participate in board discussions and avoid creating distraction
by attempting to learn on the spot what they should have otherwise prepared themselves in.

Directors are expected to keep boardroom discussions at a sufficiently high level and not pursue
granularity that is invasive of the President and CEO’s domain nor that is time-consuming, unless there
are compelling reasons to do so.

All directors are expected to participate in boardroom discussion and no one director should dominate
discussions or decision-making.

Directors are expected to constructively challenge and engage each other as necessary to reach informed
judgment and not to converge their attention on the President and CEO.

Directors are to treat dissent among themselves as a healthy and necessary feature of debate and
decision-making.

Directors must accord to the Chair the respect due to the role.
Directors are expected to operate with the deserved mutual trust and respect towards each other.

Directors must leverage the deep and diverse experience and knowledge in their group to exploit the
synergy therein.

Directors are to strive for objectivity in dealing with boardroom issues and not to allow themselves to
be influenced by boardroom politics.

Director Education

New Director Orientation Program

(i)

(i)

Objective - It is regulatory requirement, but more importantly, good business sense to ensure new
directors become effective as soon as possible in the Sagicor boardroom. The objective of the new
director induction program is to assist the new director in developing a high level of institutional,
boardroom and interpersonal comfort in order to expedite his/her effectiveness as a director. The
accountability is on the Board Chairman to ensure directors receive all the information they require to
provide the guidance, leadership and oversight demanded of their role. The induction consists of two
levels, one comprising documentary information and the other, interpersonal communication.

Essential Documents - The following items should be packaged and given to the director on the first
day of his/her appointment, together with a letter signed by the Chairman of the board welcoming the
new director, encouraging study of the material sent (in particular the Board Charter and Role of the
Director), and setting out the agenda comprising part two induction below.
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(iii)

(a)
(b)
(c)
(d)
(e)
()
(9)
(h)
(i)
)
(k)
M
(m)
(n)
(0)

Corporate Governance Manual

Current and previous two year’s shareholder annual reports.

The most recent securities offering memorandum published by Sagicor
Group Strategic Plan

Group Business Plan

Group Risk Profile

Minutes of Board meetings for the last three to six meetings

If the director is joining a committee, a copy of minutes for meetings for the previous 12 months
Annual Audit Management Letter to Directors (current and prior year)
Active regulatory advisories, cautions, or inspection reports

Pending litigation issues

Group organization chart

Annual Board Meeting Schedule

Published guidance on corporate governance specifically for directors.

A copy of “The Rise of the Phoenix”, describing Sagicor’s institutional beginning.

Interpersonal Induction - Aside from the receipt of objective information, every new director needs
to experience early bonding with the institution to enhance his/her sense of belonging, loyalty and
commitment. The induction must also remove the facelessness of the enterprise and reveal to the
director key players who create boardroom events. The new director must be quickly assimilated in
board processes and hit the ground running, which a dynamic and personalized induction can
accomplish. The following program contemplates an entirely new director to Sagicor’s business. The
actual program may need to be customized depending on the director’s background. In any event, the
program should be implemented with momentum but not haste, covering a period between one and four
consecutive weeks:

(@)

(b)

(©)

Board Chairman - to generate new director comfort in the boardroom. This will include a brief
boardroom profile of each director, how the agenda is set, board-room dynamics, and how the
Chairman expects the new director to add value, e.g. studying material received prior to
meetings, keeping sensitive to environmental issues affecting the enterprise, provide information
about the nature of the agenda, the structure of committees, etc. In this meeting, not only is the
new director oriented to board composition and dynamics, but the Chairman gets the opportunity
to lay down some ground rules for effective participation. One to two hours.

Committee Chairmen — interviews with each standing Committee Chairman to develop an
operational understanding of the Committee’s role and empathy for Committee challenges. One
hour.

Group President and CEO - to create director awareness about the strategic positioning of the
enterprise. This discussion should include some historical organizational development that has
led the company to its present strategic position, described in terms of key strategies and
objectives. The picture is painted within the context of regional and global forces, including the
regulatory, business and competitive environments. Key constraints and opportunities are
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(d)

(€)

®

9)

(h)

(i)

identified, especially those which are likely to occupy the attention of the board in the
forthcoming months. Again, while the new director gets an education, the CEO uses the
opportunity to sell ideas and build consensus. One to two hours.

Group Chief Financial Officer - to understand the enterprise’s financial condition and
prospects, with particular emphasis on how the Group makes money and generates cash, i.e.
product, division, geography, subsidiary, cost management, margin management, etc. The
discussion should address the enterprise’s long-term financial strategy and objectives, the
essential measures of financial success utilized by the Company, (e.g., cash flow, debt/equity,
capital ratio, the capital structure objective, ROE, ROA, the productivity ratio, and historical
stock price sensitivity to financial performance). A three-year perspective of actual results
against current and long-term goals should be employed. One to two hours.

Group Chief Risk Officer — to understand the inherent significant risks threatening the
Company. These risks should be enterprise-wide and include acts of God, systemic, industry,
product, and operational risks. The discussion should reflect the consensus of the Group,
including the framework in place to manage risks and the current level of exposure to key risks.

President/CEO, Sagicor Life Jamaica Limited, Sagicor Bank Jamaica Limited, Sagicor
Investment Jamaica Limited, - to understand important business management issues relating
to each entity, in particular, its principal business risks, strategies, sources of profit, investment
techniques, cost management challenges, and the economic impact of the subsidiary on the
Group, both in terms of profit generation and risk exposure. Two hours each.

Group Head, Human Resources — to understand Human Resource strategies and challenges,
in particular, initiatives for identifying and expediting the development of high potential people.
One hour.

Group Head, Compliance — to understand compliance issues posing significant inherent risks
to the Company, and management processes for gathering compliance intelligence, complying
with requirements, supervising Group compliance, and reporting and following-up compliance
deficiencies.

Corporate Secretary —to understand the essentials of conduct expected of the new director, i.e.
Insider Trading Policy, Code of Conduct, and Conflict of Interest; protocol, procedures and dress
code at meetings; and, administrative matters relating to the appointment, e.g. compensation,
reimbursement of expenses, director liability insurance, technical support, attendance, and
internal communications.

(vi) Program Management - The New Director Induction Program is owned by the Corporate Secretary;
whose responsibilities are as follows:

@)
(b)
(©)
(d)
(€)
(f)

Update these guidelines as necessary.

Customize these generic guidelines to the needs of directors, given their individual context.
Direct individuals to prepare/revise induction agenda and review same for effectiveness.
Schedule and set up the induction meetings for each new director.

Obtain director feedback for the effectiveness of his/her orientation.

Maintain an appropriate file for examination by auditors, security analysts, regulators, etc.

4.2.2.2 Director Ongoing Education
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(i)

(i)

(iii)

(iv)

Objective - Operating in a sensitive role in acomplex and dynamic business, directors must be mindful
of carrying out their duties in compliance with their fiduciary and oversight responsibilities on an
ongoing basis. To do so effectively, not only should they have a sound grounding in the structure and
dynamics of Sagicor’s business, but they should endeavour to continually upgrade their capabilities in
line with evolving events and trends in their business environment.

Approach - Ongoing director education relies on an effective induction program being in place, as
continuing business education leverages the foundation building blocks. Director education however,
must be extended beyond internal company understanding and take in at least two other components:
business management trends and governance trends.

Business Intelligence - This is an extension of the induction program and should be carried out as
follows:

(@ Information Requirements - Directors need to formally refresh their understanding annually of
the business context in which important decisions are made and the key decisions which underpin
day-to-day operation of the Company, as these relate to directors’ responsibilities, i.e.

i. significant risks that threaten the enterprise both in its static and dynamic operation and
measures of risk management performance;

ii. the nature of the external environment of threats and opportunities and the Company’s
strategic and operational response to them;

iii. measures of financial performance and success within the context of business plans;

iv. the nature of regulatory risk exposure, including compliance requirements of securities
exchanges and commissions; and,

V. top management compensation — what drives enterprise performance evaluation and
what are the prevailing trends and best practices.

Annual Update - Care is to be exercised that the information referred to in 3.1 is provided through the
various processes established for informing the Board (whether by management or external advisors)
in the annual exercises relating to the Enterprise Risk Profile, Strategic Planning, Business Planning,
Compensation Planning etc. The foundation established in the New Director Induction Program is to
be continually reinforced and embellished each year to ensure director ongoing comprehension and
application.

4.2.2.3 Corporate Governance

(i)

The Company is to ensure that it provides directors with sufficient documentation in the form of
policies, procedures and guidance to enable them to effectively operate as directors. This documentation
is to be updated on an ongoing basis and directors’ education supplemented as follows:

@) Initial Understanding - The Board Chairman is to ensure that directors fully understand the
Company’s corporate governance requirements as documented in its various policies,
procedures and guidance. There must be a process directed by the Chairman and implemented
by the Company Secretary to ensure directors receive all applicable Company corporate
governance documentation and that they understand the requirements pertaining thereto.

(b) Ongoing Awareness - Directors are to be updated by the Company Secretary each time
external events emerge that have a material impact on director operation or legal exposure.
Such event should be communicated in writing and followed up with formal presentation and
discussion, depending on complexity and materiality.
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(c) General Education - At the Company’s expense, directors are to be given the opportunity to
attend education sessions offered by universities, conference providers, professional
organizations, law firms and accounting firms to understand their governance role and
responsibilities. This may be at the director’s option or based on the Chairman’s or Company
Secretary’s recommendation. In particular, directors should be encouraged to fully understand
the legal risks to which they are exposed as directors and how such risks should be managed.

(d) Committee Chairmen - Directors occupying specialized Committee chairmen roles would
require suitable external guidance. In particular, these include the governance and audit
committees, the more so the latter, given its statutory and highly regulated role. Directors
occupying these positions are to be encouraged to properly understand their responsibilities,
at the company’s expense.

4.2.2.4 Performance Assessment

4225

4.2.3

4231

(i)

The annual assessment of board and director performance is to include questions relating to director
comprehension of the subject matter of their induction and ongoing training.

Roles and Responsibilities

(i)

(i)

(iii)

v)

v)

The Board Chairman is accountable for ensuring directors receive initial and ongoing education to
enable them to fulfil their fiduciary and oversight responsibilities.

The Chairman of the Governance Committee is responsible for ensuring that an appropriate
operating infrastructure exists for educating directors and that directors receive education as required.

The Group President and CEO is responsible for ensuring that management is sufficiently responsive
to directors’ knowledge requirements with respect to Company operations.

Directors have a responsibility to understand their governance duties and obligations, to identify their
education requirements and to request information and knowledge resources.

The Corporate Secretary is responsible for ensuring the adequacy and currency of governance
policies, procedures and guidance, keeping directors apprised of new governance developments, and
for identifying and supervising directors’ education requirements.

Shareholder/Investor Relations

While directors’ legal duties are to the Company, directors should nonetheless recognize that as ultimate owners
of the Company, shareholders have a need to know and the Board should therefore keep them well informed
about Company affairs. Institutional investors have a continuing need to understand present and future
performance of the Company and directors should be sensitive to the issues that would concern them, including:

Tainted Directors

Directors’ and Officers’ Compensation
Conflicts of Interest

Dividend Policy

Political Orientation

Social Responsibility

Corporate Values

Company Strategy

Recent Acquisitions

Recent Divestitures

Business Units Lacking Strategy Fit
Share Price Performance
Chairman/Director Nomination
CEO Performance

4.2.3.2 While directors should pay attention to what investors and their spokespersons (investment bankers, equity
analysts, rating agencies, credit analysts, and governance analysts) are saying, they nonetheless must remind
themselves of their foremost duty to secure and preserve the long-term well-being of the corporation and not be
goaded into over-emphasizing short-term results or supporting investors’ self-interest.
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4.2.3.3 The framework of the guidance that follows draws on the recommendations of the UK Combined Code on the
subject of relations with shareholders.

4234

4.2.3.5

Dialogue with Institutional Shareholders

(i)

(i)

(iii)

v)

v)

(vi)

(vi)

Policy - As a matter of general policy, the Board is to ensure the Chairman and other directors as
appropriate, maintain sufficient contact with major stakeholders, in particular shareholders and
investors to understand their issues and concerns.

Shareholder Views - Shareholders are to be encouraged to submit their views and concerns to the
Company. Every communication received from a shareholder is to receive a responsible response
within a reasonable period of time. A database is to be maintained to track governance-related
communication with shareholders.

Company Relations - The Chairman, together with other directors, the President and CEO, and senior
management officers, should initiate governance and strategy discussions with major stakeholders at
least once annually outside of the Annual General Meeting and follow-up AGM’s. They should also
attend meetings requested by major shareholders. The objective is to listen to shareholder views in order
to develop a balanced understanding of the issues and concerns of major shareholders. The Company
should record significant shareholder issues emanating out of these meetings.

Target Audience - The Company will target its major stakeholders and those who influence investment
decisions for attending its communication meetings. Specifically, the meetings will focus more or less
on the 20% of shareholders with about 80% shareholding impact, major holders of Company bonds,
the Company’s major banks, stock analysts, rating agencies, regulators, and the media, as appropriate.
Ideally, the Company should aim at attracting to information sessions chief decision-makers —
Presidents, CEOs, Chief Operating Officers, and Chief Financial Officers. The Company should
maintain a record of individual attendance, including attendees’ position titles.

Follow-up - Where invitees to communication sessions cannot attend or fail to show up, a package of
relevant information will be forwarded to them. Following meetings, news reports in the media are to
be scanned for inaccuracies or key omissions and followed up for correction or clarification.

Board Reporting - The Board is to receive at minimum a quarterly narrative summary of all
communications with shareholders and the outcome of stakeholder meetings, as these relate to
governance matters. The Board reserves the discretion to request from management a copy of actual
communication between the Company and specific shareholders or investors.

Disclosure - The Board should state in the Company’s annual report the steps it has taken to ensure that
its non-executive members develop an understanding of the views of major shareholders about their
company, e.g. through direct face-to-face contact, analysts’ or brokers’ briefings and surveys of
shareholder opinion. At the same time, directors should be vigilant about not communicating
information which is not otherwise made available to the public.

Constructive Use of the Annual General Meeting

(i)

(i)

(iii)

AGM Follow-up - Follow-up meetings will be conducted at the Company’s remaining significant
geographic locations to communicate with major shareholders and investors.

Notice of Meeting - The Company should arrange for the Notice of the AGM and related papers to be
sent to shareholders at least 20 working days before the meeting. (The minimum notice of an AGM
required by the Companies Act is 21 calendar days.)

Company Attendance - All Group directors are expected to attend the AGM, together with the Chief
Financial Officer. For follow-up meetings, required attendance is for the Group Board Chairman, Group

29



(iv)

v)

(vi)

President and CEO, Group directors domiciled in the particular geography, and Group Chief Financial
Officer. Other senior officers will be invited as appropriate.

Shareholder Participation - Shareholders are to be encouraged to ask questions at the AGM and
appropriate process and facilities should be set up for this purpose. A record is to be maintained of
issues raised by particular shareholders.

Voting Procedures - There is to be a separate resolution for each substantially separate issue. (This
requirement is intended to prevent the practice of combining two or more issues, one ‘popular’ and the
other more controversial, into a single resolution.). Publish on the Company’s website, as soon as is
reasonably practicable, the outcome of voting on the various resolutions.

Interaction - Sufficient opportunity should be provided after the AGM for directors and officers to
interact informally with shareholders to develop communication and mutual understanding.

4.2.3.6 Investor Relations Program

(i)

(i)

In the interest of developing and maintaining good shareholder communications, the following program
shall be followed:

(@) A database is to be maintained to identify and profile major shareholders.

(b) A schedule shall be developed annually to plan presentations to existing and potential
investors, other stakeholders, security analysts, rating agencies and the press.

(c) Investor briefings should be held in geographic locations where the Company has a significant
presence of shareholders.

(d) Provide major shareholders and key stakeholders with the full text of releases after public
dissemination.

(e)  Where appropriate, arrange site visits for major shareholders.
(f)  Facilitate shareholder proxy voting by e-mail in the long-term.
(g) Maintain a dynamic web-site with features that include the following:
i Structural and demographic information about the company.
ii. Recent financial performance.
iii. Information on recent company developments, including success stories.
iv.  Calendar of important events, including dividend payment dates.
V. E-mail facility for contacting the Company’s Investor Relations department.

Implement a Group-wide survey to assess shareholders/investors satisfaction regarding the Company’s
efforts to keep them informed about Company affairs.
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Part 5

ROLES AND RESPONSIBILITIES

5.1 BOARD

5.1.1 Board Charter

1.0 Introduction

1.1 The Board of Directors is responsible for the management of the business and affairs of Sagicor Group Jamaica
Limited (SGJ). The most difficult situation for the Board is understanding and applying its decision-making dynamics in
relationship to management and fulfilling the responsibilities attached to its role in harmony with management. As a rule,
the SGJ Board will not directly manage but will supervise the management of the enterprise and rely on appointed officers
to manage its day-to-day affairs, in accordance with the plans and policies agreed with the Board. The Board, however,
reserves the power to intervene in management’s decisions when required.

2.0 Role of the Board

2.1 The core objective of Sagicor Group Jamaica as a business corporation, its raison d’étre, is to create and increase
shareholder value. The role of the Company’s Board of Directors as representatives of its owners, the shareholders, is to
provide leadership, guidance, and oversight for the management of the company to achieve this fundamental purpose to
grow shareholder wealth.

2.2 The Board performs its role essentially through decision-making and oversight. The decision-making function is
exercised through formulating with management and approving corporate policy and strategic goals, and taking action,
mostly in fulfilment of its statutory mandate, but otherwise in relation to its reserved powers.

2.3 The oversight function concerns the review of management decisions, ongoing monitoring of corporate business
performance, plans and strategies, risk assessment, management compliance with legal requirements and corporate
policies, and the quality of financial and other reports to shareholders.

2.4 In carrying out its role, the Board is guided by its statutory limitations, industry responsibilities, regulatory
requirements, and best practices for complying with these.

2.5 The Board has established formal delegation of authorities, defining the limits of management’s power and authority,
and delegating to management certain powers to manage SGJ’s business. The delegation of authorities conforms to
statutory limitations specifying responsibilities of the Board that cannot be delegated to management. Any responsibilities
not delegated to management remain with the Board of Directors and its committees.

3.0 Overall Board Responsibilities and Activities
The Board makes decisions, reviews and approves key policies and decisions of the Company in particular in relation to
the following matters:

3.1 Strategic Planning
3.1.1  Scope

* Review and approve a Strategic Planning Policy for formulating, approving and administering a consolidated
Group Strategic Plan.

*  Collaborate with management in formulating the Company’s strategic direction and articulating its Vision and
Strategic Objective.
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3.2

*  Approve the Company’s annually revised strategic plan, including operating and capital expenditure programs
and plans, the operational structure of the Company and its subsidiaries, and the Company’s lines of businesses.

* Review and approve the Company’s corporate financial objectives and operating plans and actions.

*  Approve business decisions having a significant impact on the Company’s strategic or operating equilibrium.

«  Review regular input from management on the ongoing development of the Company’s strategic plan.

» Regularly review the effectiveness of Strategic Plan implementation.

3.1.2

3.1.3

The consolidated Group Strategic Plan is built from bottom up, after considering the broad strategies of
subsidiaries. Following Board approval of Group Strategic Plan, subsidiaries align themselves to the Group
Strategic Plan and develop more detailed plans for review by Group Board.

Management develops the Group Strategic Plan in collaboration with the Group President and the Board of
Directors. The Board ’s task is to collaborate with management by providing constructive and insightful
inputs into management’s proposals for the annual strategic plan. A draft plan is eventually presented to the
full board for review and discussion, an event for which a full day is set aside off-site.

Enterprise Risk Management

3.2.1

3.2.2

Scope -

* Review and approve SGJ’s Enterprise Risk Management Policy dealing with structures and processes
for comprehensive and integrated management of enterprise risks.

* Review and have a working understanding of the Company’s inherent risk profile and internal control
priorities.

*  Review management’s plans for fostering a strong risk culture in the Company.

» Review and approve SGJ policies for identifying, originating, administering, monitoring and reporting
the Company’s significant risks.

» Review and approve major capital expenditures, raising capital, allocations of capital among lines of
business, transactions within the Board’s reserved power, organizational restructurings, and other major
financial activities.

» Regularly review the effectiveness with which key enterprise risks are managed.

* Review management’s supervision over risk management to ensure the control system is adequate,
independent and objective.

»  Review the processes that ensure compliance with applicable regulatory, corporate, securities and other
legal requirements.

Risk is managed in a uniform, integrated and comprehensive system across the Group, supervised by the
Chief Risk Officer who reports directly to the President and CEO. The Company’s approach to enterprise
risk management is to use the same methodologies throughout the Group for identifying and labelling
inherent risk, mitigating the likelihood of adverse effects, measuring and reporting risk, and for setting aside
risk reserves. The Risk Management Committee of the Board is responsible for ensuring an effective risk
architecture is in place to address identification and management of risk. The Committee also monitors
performance against policy requirements and plans. The Audit Committee monitors the effectiveness of risk
management through internal audit procedures. Both the Risk Committee and the Audit Committee receive
reports on regulatory compliance matters.

3.3 Succession Planning and Performance Evaluation

3.31

Scope -

»  Review and approve the Company’s Succession Planning Policy, Performance Evaluation Policy, and
Compensation Policy.

» Review and approve the Company’s succession planning process, including identifying requirements,
selection, and appointment and development of the President and CEQ; review and approve in the case
of other senior officers.

« Review and approve annual performance targets for the President/CEO and other executive officers in
alignment with Company targets, evaluate performance annually and approve compensation.
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Review and approve the process within the Company for identifying high potential officers forming the
bedrock for the succession planning chain. 3.3.2 The Company’s policy is to hire the best, train and
develop, and use its people base to source placements. This approach, however, is not inconsistent with
other policy in which the Company regularly endeavours to enrich its gene pool by recruiting outsiders
to fill positions when new skills and experience are required. The policy to promote from within makes
succession planning a priority, which necessitates an integrated HR program that emphasizes
performance management and talent recognition. The Human Resource Committee is primarily charged
with the responsibility for succession planning for the President and CEO and other key officers,
reviewing SGJ’s plans for the development of senior talent, and fostering depth in management by
identifying people with long term potential for senior positions. The Committee reports to the Board
annually on succession planning matters. The President/CEO has a written objective that makes
succession planning a priority.

3.4 Oversight of Communications and Public Disclosure

3.4.1

3.4.2

Scope -

Review and approve a Company Communications Policy (for facilitating stakeholder communications)
and a Public Disclosure Policy to govern the release of information about the Company.

Review the Company’s communications program, including measures for receiving feedback from
stakeholders.

Review the control infrastructure for ensuring accurate, timely and full public disclosure of disclosable
events, transactions, and conditions.

Review due diligence processes and controls for certifying Company financial statements.

Review all financial reports and related materials of the Company prior to release and ensure that
financial reports reflect the financial condition of the Company with accuracy and transparency.
Approve disclosure items prior to disclosure in accordance with Policy.

Review feedback directed to the Board from stakeholders via shareholders proposals.

Review the effectiveness of communications and disclosure programs against Policy.

Stakeholder communications and public disclosure have catapulted into serious issues of governance and
will continue to command attention by regulators and stakeholders, particularly institutional investors.
Directors must have empathy for the public’s need to know, they must ensure that appropriate
communications channels are opened and that the right information is disseminated. This implies that
directors themselves must have good knowledge of what is to be disclosed or communicated and that they
are satisfied the Company is acting in accordance with law and regulations. The Corporate Governance and
Ethics Committee oversees the Company’s relationship with stakeholders while the Audit Committee
supervises public disclosure management.

3.5 3.5 Internal Controls
Scope -

3.5.1

Review and approve the Company’s Code of Conduct and management’s plans for instilling the right
value system in the Company.

Review and approve the Company’s Internal Control Policy.

Review management’s plan for ensuring the Company is operating within an appropriate internal
control framework.

Review the effectiveness of the Company’s internal controls and management information systems.
Review external and internal audit plans for evaluating the effectiveness of internal controls.

Review the Company’s financial statements and oversee its compliance with applicable audit,
accounting and reporting requirements.

Review the Company’s compliance with applicable legislative, regulatory and internal policy
requirements, and ensure that systems are in place for achieving compliance on an ongoing basis.
Establish a basis for reliance on independent oversight functions (internal audit, compliance, risk
management) by ensuring they are independent, have the authority to carry out their responsibilities,
and have direct access to the Board.
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3.5.2

3.5.3

As a matter of policy, internal controls are to be routinely bolted onto enterprise structures and processes in
recognition of their function as risk mitigation techniques. Throughout the enterprise, sensitivity must be
shown towards the need, where applicable, for independence, objectivity, avoidance of conflicts of interest,
checks and balances, limits of authority, tolerance levels, and reconciliations. Internal controls are foremost
the subject of policies and procedures within the risk management framework. The Audit Committee
oversees the effectiveness of the internal control framework and regularly reviews internal and external
audit reports on control effectiveness.

It is incumbent on every director, as part of the commitment underlying his/her directorship, to be familiar
with the key compliance requirements governing our operation. Such knowledge must come from director
orientation, management interaction, and director will to know. It is management’s responsibility to
consistently alert the board of key compliance requirements through policy formulation, regular compliance
reporting, and internal audit reports.

3.6 Corporate Governance

3.6.1

3.6.2

3.6.3

Scope —

» + Develop and maintain corporate governance policies and guidelines and a code of ethics consistent
with regulatory and legal requirements, industry best practices, and Company needs.

» ¢ Establish such Board Committees as required by law, regulation and necessity to assist the Board in
carrying out its responsibilities. Each Committee shall be composed entirely of independent directors
and shall report to the Board after each Committee meeting. Members of management and non-
independent directors may be invited to Committee meetings but shall not participate in the in-camera
sessions of any Committee.

» «Establish and approve a Charter for each standing Committee and require each Committee to annually
review its performance against the Committee Charter and report to the board.

» « Establish appropriate structures and procedures to allow the Board to function independently of
management.

e« Establish procedures for effective teamwork with management.

» ¢ Establish criteria for Board composition and director nomination and apply these standards to ensure
board vibrancy and balance.

* « Set expectations and responsibilities for directors, including attendance at, preparation for, and
participation in meetings.

e« Undertake annual performance evaluation of the Board, its Chairman, Committees and members in
the context of their defined expectations.

» « Establish the protocols for subsidiary supervision.

Our corporate governance structures must comply with statutory, industry, regulatory, and company best
practices. Where there is conflict, we must first obey the laws of our land and the regulators who granted
our operating licenses. It is incumbent on directors to take initiative for educating themselves not only as to
their legal governance duties and responsibilities but as set out in the Company’s corporate governance
policies and guidance. In particular, directors must understand the Company’s business and its industry as
a pre-requisite for contributing to good governance. Governance matters fall within the Corporate
Governance and Ethics Committee, which works with management to ensure effective collaboration.

Objective —

To provide entrepreneurial leadership guidance and oversight to the Company (for maximizing shareholder
wealth within the bounds of the law and community standards of ethical behavior).

4.0 Summary of Board Responsibilities
4.1 The Board’s responsibility for providing the Company with entrepreneurial leadership is put in perspective with
the following 10 questions that deal with outcomes:

4.1.1  Does the Board have the right President and CEO for the Company? Is the performance of the President

and CEO consistent with Strategic and Business Plans? Is the Board providing this officer with
maximum support for getting the job done? If not, does the Board have credible and actionable
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4.1.7

418

419

4.1.10

succession plans in place? Regardless, has the Board identified anyone within the Company who can
take the place of the President and CEO on very short notice, even temporarily?

Is the Board satisfied that the President/CEO’s compensation elicits the right behaviour for the
Company’s short and long-term success? Does the board understand the components of this
compensation and how they relate to Company performance? Is the right behaviour being compensated
and at a level consistent with market practice?

Does the Board understand and accept the Company’s strategy as a viable proposition for its long-term
success? Is the Strategy aligned to Company Vision and Objective? Does the Board understand how
the chosen strategy translates into wealth? Is the Board convinced that the strategy is the best long-term
solution considering the external threats and opportunities surrounding the Company? Does the Board
have a good grasp of these threats and opportunities?

Does the Board understand the dynamics of the Company’s organic growth? Does the Board have a
clear sense of the impact of organic growth on the Company’s financial success, separate from the
effects of acquisitions? Is the Board satisfied that organic operations are receiving adequate investments
of capital to maintain competitive buoyancy or that effective organic operations are duly recognized for
divestment or discontinuation?

Does the Board have a good sense of how to evaluate financial performance and health? Does the Board
understand the true indicators of operating success, e.g. cash flow versus net income? Are operating
units judged on a common playing field of allocated overhead costs, allocated risk-adjusted cost of
capital, omission of extraordinary items, and adequate factoring of risk provisions into reserves? Does
the Board assess the quality of Company performance by comparison with competitors?

Does the Board understand the root causes of financial performance? Does the Board understand the
managed variables for making money in the Company’s various businesses? Is the Board regularly
informed about root causes when financial variance is explained in management reports?

Is the Board confident in the depth of the Company’s human resource pool? Is the Board satisfied there
is a disciplined and credible process for identifying high calibre people and for developing their
potential and streaming their careers? Does the Company’s succession plan reveal lines of qualified
successors within the human resource base? Are sufficient new people being brought into the Company
versus over-relying on internal promotions?

Does the Board regularly receive from management the unvarnished truth and in time? Is management
sharing bad news with the board and doing so in a timely fashion? If not, why not?

Is the Board satisfied that its board sessions contribute to entrepreneurial leadership in the Company?
Is the board adding value to the efforts of the President and CEO to manage the company? Does the
Board regularly engage itself in critical Company issues and reach consensus for guiding the President
and CEO? Is this consensus constructive and useful?

Is the Board satisfied that the Company has opened up effective channels for obtaining stakeholder
feedback? Does the Board know what is being said by customers, staff, shareholders, investors,
suppliers, and regulators regarding their respective satisfaction with the Company?

5.0 Independent Advisors

The Board shall have the authority to retain such independent advisors as it may deem necessary or advisable for its
purposes. The expenses related to such engagement shall be funded by the Company.

6.0 Implementation and Review of Charter
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It is the responsibility of the Corporate Governance and Ethics Committee to implement and review this Charter to ensure
its relevance, completeness and workability, in addition to ensuring the Board and management comply with its
stipulations. The Committee will conduct an annual review and assessment of this Charter in such matter as the Committee
deems fit and submit its recommendations to the Board.

7.0 Board Agenda

The business of Board meetings must be consistent with the responsibilities and priorities inherent in its Charter. The
meeting agenda and its momentum are therefore to be set in a manner that enables the Board to fully exercise its decision-
making and review authority in discharging these responsibilities. Care has to be exercised that the Board does not
dissipate its scarce time in micromanagement or in low-priority matters but keeps its focus on the Company’s balanced
performance for the long-term.

7.1

7.2

7.3

7.4

The following guidance is to be observed in planning the Board Agenda:
7.4.1  Ownership for setting the Board Agenda rests with the Chairman of the Board.

7.4.2 It is the duty of the Company Secretary to draw up and administer the Agenda on behalf of the
Chairman.

7.4.3  Inentering items for the Agenda, the Secretary initiates a draft that comprises scheduled items from the
“Schedule of Critical Board Agenda Items” (see below), statutory and other applicable corporate
matters, and matters arising from previous minutes, both of these to be determined by the Secretary.
The Secretary proposes the sequence and duration time for each agenda item, guided by the “Processes
Relating to Execution of Board Responsibilities” or by the nature of the item itself, and allocating time
in proportion to Company priority. As a standard, presentations are to be limited to no more than half
the time devoted to any topic and the balance of time is expressly reserved for discussion.

7.4.4  This Draft Agenda is sent to the Chairman, Committee Chairman (if applicable) and CEO at least 10
business days before Board meeting

7.4.5  The Chairman, Committee Chairman and CEO forward a response to the Secretary within five business
days from receipt of the original Draft Agenda and requests amendments to the draft, if applicable.
Once the Draft Agenda has been settled, the Secretary communicates the Final Agenda to the Chairman,
Committee Chairman and CEO.

7.4.6  Material to be supplied by management in support of Agenda items is to be sent to directors by the
Secretary at least five business days prior to the Board Meeting.

It is incumbent upon the Secretary to ensure that information obtained from management complies with the
“Processes Relating to Execution of Board Responsibilities”, in particular the requirement for Board Summaries.
Equally important, it is the Secretary’s responsibility to ensure the allocation of meeting time between Agenda
items reflects the relative priority of the items and if there is a concern, this should be discussed with the
Chairman.

As a rule, management is to be guided by the “Schedule of Critical Board Agenda Items” below and it is to
ensure regularly that matters as scheduled are boarded in a timely fashion. If, for some reason management
cannot deliver as scheduled, it shall advise the Corporate Secretary as soon as possible so that the Draft Agenda
is prepared, and the Chairman alerted accordingly.

Schedule of Critical Board Agenda Items

The purpose of this Schedule is to render to the Board and management certainty regarding the focus of the
Board in carrying out its duty to supervise the management of the Company and to facilitate proactive planning
of the Board Agenda. The Schedule reflects and operationalizes Board responsibilities and is intended to be as
permanent as the Board Charter. It is not however, a checklist of every Board activity; it emphasizes business
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management activities and internal Board governance, while relying on the Corporate Secretarial function to
schedule statutory and routine events.

7.4.1  The items to be included in the Schedule are non-recurring, structural, significant and are not likely to
change. The timing of the events is built around the Company’s yearend, i.e. closing off one year and
planning for the next. For a number of the issues below, the content and process for Board decision-
making and review are covered in the section ‘“Processes Relating to Execution of Board
Responsibilities”.

7.4.2  The extension of a topic from one quarter to the next does not necessarily mean the matter will require
two quarters but that its consideration may commence in the earlier quarter and, in any event, be
concluded by the next quarter.

7.4.3  For the sake of avoiding complexity, no distinction is made between matters dealt with directly by the
Board and Committees.

7.4.4  To avoid scheduling conflicts in Q4 with year-end and next-year issues, some matters which logically
would have been aligned to Q4 have been re-assigned to earlier quarters, e.g. Enterprise Risk Profile.

7.5 Annual Schedule of Critical Board Agenda Items

MEETING
BOARD ENGAGEMENT Ql Q2 Q3 |4
STRATEGIC PLANNING AND IMPLEMENTATION
Review and approve the Company’s Strategic Direction and Strategic Plan X X
Review and approve the organization structure, subsidiary structure, lines of X X
business and capital allocation, in line with the Strategic Plan.
Review and approve the Company’s capital structure against policy. X
Review performance against key strategies as per the Strategic Plan. X X X X
RISK MANAGEMENT
Review the Enterprise Risk Profile against enterprise risk appetite and policies. X

Review performance indicators, as per policy, relating to risk management| x X X X
effectiveness for: Credit Risk, Liquidity Risk, Market Risk, Pricing Risk,

Review the Annual Internal Audit Schedule for coverage of critical risk areas| x
consistent with the Enterprise Risk Profile.

Review procedures designed to promote compliance with laws and procedures X
and setting an ethical tone at the top, as per the Code of Business Conduct and

FINANCIAL PLANNING & PERFORMANCE & SHAREHOLDER
REPORTING

Review and approve the Annual Business and Capital Expenditure Plans

Review Quarterly Financial Performance from a business management| X X X
perspective.

Review and approve the firm of external auditors and their annual engagement
program.
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Review the external auditor assessment of the effectiveness of controls relating
to accounting, financial reporting and disclosures, according to policy.

Review the external auditor Management Letter

Review and approve Annual Report contents and interim financial
performance, as per Communications Policy.

HUMAN RESOURCES

Review summary results of team member annual satisfaction survey against
pre-determined goals.

Review summary results of team member annual performance evaluation and
cost of performance rewards relative to Budget.

Review performance for the President/CEO and other Designated Officers
along pre-determined performance measures and decide compensation.

Review and approve succession and management development plans for the
President and CEO and Designated Officers.

Review the list of High Potential Officers against pre-determined criteria.

Review and approve the Company’s team member compensation (regular and
incentive).

BOARD OPERATION

Review and approve directors’ compensation program.

Review investor correspondence/feedback to the Board

Evaluate performance for the Board, directors, Chairman, and Committees and
determine director eligibility for re-nomination.

Review management’s effectiveness in keeping the Board informed.

Recommend director candidates for election by shareholders.

Review Company Secretary effectiveness along predetermined measures.

Ensure directors annually review and sign-off Code of Business Conduct and
Ethics.

8.0 Board Reserved Powers

The following matters specifically reserved to the Board for decision are as follows:

1. Regulatory/L egal Requirements

11 Approval of the interim and preliminary company results.

1.2 Approval of any interim dividend and recommendation of any final dividend.

1.3 Approval of the Annual Report and Accounts, Summary Financial Statements of the
Company and any interim statement published or issued to shareholders.

14 Appointment and removal of the Company Secretary

15 Receipt of declarations of interest from Directors.

1.6 Approval of listing particulars

1.7 Approval of the annual report on Directors’ remuneration contained in the Annual Report
and Accounts
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1.8 Approval of capital structure, including material changes in composition of capital,
reduction of capital, share issues, share buy backs and use of treasury shares.

2. Legal and Capital Structure

2.1 Capital structure including material changes in composition of capital reduction of capital
share issues, share buy-backs, use of treasury shares.

2.2 Legal and corporate structure

2.3 Changes to the Company’s Articles of Incorporation

3. Organisational Structure and Operations

31 Management and control structure of the Company, including subsidiary alignment

3.2 Corporate structure of the Group, including subsidiary rationalization.

3.3 Delegation of authorities to the President/CEO and to senior officers.

3.4 Relocation of Company operations likely to have a material effect of the Company.

35 Outsourcing of operations having strategic impact on the Company.

3.6 Approval of all policies having or capable of having a material impact on the Company.

3.7 Business mergers and acquisitions

4. Appointments, Training, Evaluation and Terms of Reference

4.1 Appointment and removal of Directors.

4.2 Appointment of any Director as Chairperson or Vice Chairperson of the Board or Senior
Independent Director and ending such appointments.

4.3 Determination of the independence of any Director or proposed Director.

4.4 Apportionment of responsibilities to the Executive Directors of the Company including
appointments to (and removal from) the positions of Chief Executive and Group Finance
Director.

4.5 Appointment and removal of the President and CEO and Designated Officers.

4.6 Succession planning for Designated Officers.

4.7 The scope and extent of delegation to the Chairperson, Vice Chairperson, and Chief
Executive

4.8 Approval of the terms of reference of all Board Committees.

4.9 Performance evaluation of the Board at least once each year and reporting in the Annual

Report and Accounts as to whether such performance evaluation has taken place and how it
has been conducted.

4.10 Approval of policy on Executive Director’s remuneration.

4.11 Approval by the Chairperson and Executive Directors of the remuneration and terms of
appointment of Non-Executive Directors of the Company.

4.12 Ensuring that a satisfactory dialogue with shareholders takes place.

5. Management and strategic direction

51 Approval of the Company/Group Business Plan and capital expenditure budgets.

5.2 Approval of long-term objectives and Company strategy.

5.3 Approval of any significant changes to Company/Group Policies and Standards on financial
and non-financial risks.

5.4 Approval of the policy in relation to the provision of non-audit services by external
auditors, as recommended by the Audit Committee.

55 Approval of matters for the agenda of all Company Annual General Meetings.

5.6 The review and approval of any material changes to the levels and nature of the insurance

cover and other risk management programmes held by the Company/Group.
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5.7 Approval of, and significant changes to, the Company’s Group’s internal control system.

5.8 Annual review of the effectiveness of the Company’s/Group’s internal control system and
reporting to shareholders that this has been done.

5.9 Approval of, on the recommendation of the Audit Committee, the Audit Engagement
Letter.

5.10 Review and approval of any plans to expand into functionally new products or geographic
markets.

6. Transactions

6.1 Approval of any significant transaction regarding the acquisition or disposition in one
transaction or a series of transactions of real or personal property not carried on in the
ordinary course of the company’s business or any significant capital and revenue
expenditure, including an acquisition or disposal of financial assets that exceeds 20% of
total assets or such other limits as determined by the Board.

6.2 Approval of the commencement by any Company in the Group, where such business has
not previously been transacted and where the activity is expected to represent, in its first
full year of trading, more than 1% gross income of the Group in the recent financial year.

6.3 Approval of cessation, by any Company in the Group, of any activity previously conducted,
representing more than 1% of gross expenses of the Group in the most recent financial year.

7. Guarantees/Indemnities/Securities
7.1 Approval of the provision of any guarantee, indemnity, security by the company.
7.2 Authorisation of payment of a commission on a share issue.

8. Subsidiaries / Associates/ Joint Ventures

8.1 The Subsidiary Boards will approve their own list of matters reserved unless otherwise
determined by that Subsidiary.

8.2 The Company has the powers of a sole or majority shareholder to appoint or move directors
and exercises indirect control over the activities of its subsidiaries by the retention of
certain powers, subject to the legal rights of minority shareholders.

8.3 The operations of associates and joint ventures will normally be governed by the provisions
of detailed agreements or constitutional documents, the terms of which should determine the
powers of the Board of the associate or joint venture, and the procedures for creating and
approving business plans for the associate or joint venture.

9. Share Capital and Financing

9.1 Approval of any increase/reduction in the issued share capital within the Authorised Share
Capital approved by Shareholders.

9.2 Approval of the issue or repayment of any share capital or debt securities or any other
borrowings by any Group Company other than:

a.  Where such issue, repayment, subscription or borrowing is in the ordinary course of
business and has been approved in the Group Business Plan; and/or,

b. Any issue where any Group Company or its nominee will be or is the sole holder of
those securities and the sum to be subscribed or paid does not exceed 20% of the
total authorized share capital of that entity.

10. Human Resource Management — Officers and Team members

10.1 Approval of Team member compensation and benefit policy.

10.2 Approval of changes in the rules of the Company pension schemes and changes of trustees
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10.3 Specifying the duties of Designated Officers, who shall include the following:
a. President and Chief Operating Officer
b. Chief Operating Officer

11.

Directors’ Remuneration

111 Approval of directors’ fees.

9.0 Directors in General

9.1

9.2

9.3

9.4

9.5

Purpose - The director’s purpose, in conjunction with the body of other directors, is to provide the Company
with entrepreneurial leadership. The director achieves this purpose by helping the Board provide effective
supervision over management of the Company.

Responsibilities - The director, acting collectively with other directors, provides effective supervision of the
Company by:

9.2.1  Setting the Company’s values and standards;

9.2.2  Setting the Company’s strategic direction;

9.2.3 Ensuring effective management of risk;

9.24  Ensuring a system of effective controls;

9.25  Ensuring the necessary financial and human resources are in place;

9.2.6  Reviewing management performance; and,

9.2.7  Ensuring that obligations to shareholders, regulators, and other stakeholders are understood and met.

Director Attributes - Aside from the specific functional expertise a director brings to the boardroom, he/she
was hominated on the basis of the following characteristics, which the director is obliged to manifest in his/her
conduct as a director:

9.3.1  Highethical standards consistent with the Company’s Code of Business Conduct and Ethics
9.3.2  Commitment to business leadership

9.3.3  Courage to express and to defend a position

9.3.4  Decisive and willing to be held accountable

9.3.5  Effective intervention and decision-making style

9.3.6  Contributes to team synergy

9.3.7  Mature and thoughtful perspective on business

Director Core Competencies — These competencies are collectively required of the Directors in order for them
to carry out their fiduciary responsibilities and include but are not limited to:
a. Corporate Law
Human Resources
Information Technology
Financial Accounting
Business Management
Risk Management

o A

Director Reliance - In discharging Board or Committee duties a director, who does not have knowledge that
makes reliance unwarranted, is entitled to rely on information, opinions, reports or statements, including
financial statements and other financial data, prepared or presented by any of the persons specified below.

9.5.1  One or more officers or team members of the corporation whom the director reasonably believes to be
reliable and competent in the functions performed or the information, opinions, reports or statements
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9.6

9.7

9.8

9.5.2

9.53

provided,;

Legal counsel, public accountants, or other persons retained by the corporation as to matters
involving skills or expertise the director reasonably believes are matters (i) within the particular
person’s professional or expert competence or (ii) as to which the particular person merits
confidence; or

A Committee of the Board of directors of which the director is not a member if the director reasonably
believes the committee merits confidence.

Director Operation - The director owes a duty of skill and care to the Company, meaning that he/she should
not act negligently in carrying out his/her duties. As a consequence, the director has a duty to acquire and
maintain an understanding and knowledge of the Company, sufficient for the director to properly discharge
his/her duties. In this regard, the director is expected to:

9.6.1

9.6.2

9.6.3
9.6.4

9.6.5

9.6.6

9.6.7

9.6.8

9.6.9

Attend all Board and applicable Committee meetings unless there is a compelling reason for non-
attendance;

Understand the Company’s organization structure, objectives, strategies, key risks and controls, and
its money-making operations;

Be sensitive to the external environment as it applies to the Company’s business and strategies;

Prepare for each meeting of the Board by reviewing materials provided in advance of the meeting;
preparation time required for each meeting will depend on the topics to be addressed;

Take decisions objectively in the interests of the Company;
Constructively challenge management and other directors and help develop proposals on strategy;
Scrutinize the performance of management in meeting agreed goals and objectives;

Satisfy himself/herself on the integrity of financial information and that financial controls and
systems of risk management are robust and defensible.

With the approval of the Chairman of the Board, engage external advisors at the expense of the
Group.

Conflict of Interest - The director owes a fiduciary duty to the Company, meaning that as the director is in a
position of trust, decisions he/she makes must be in good faith and not for personal interest. In this regard:

9.7.1

9.7.2

The director is subject to conflict of interest guidelines for which the Company has established
monitoring procedures. Directors must excuse themselves from a particular matter where there may
be a perception of conflict or a perception that they may not bring objective judgment to the
consideration of the matter.

Directors are required to complete annually an Independence and Conflict of Interest
Questionnaire to confirm their compliance with policy.

Director Annual Evaluation -

9.8.1

A director’s performance is evaluated through a written self-assessment exercise followed by a
meeting with the Chair.
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9.8.2

The director’s qualifications in terms of independence and conflict of interest compliance are
annually reviewed prior to the Board nominating that Director for re-election.

9.9 Director Remuneration -

9.9.1

9.9.2

9.9.3

The director’s compensation is reviewed annually to ensure application of a compensation strategy
that properly aligns the interests of directors with the long-term interests of the Company.

Directors do not obtain stock options as a form of compensation. Directors may elect to receive
their compensation in cash or some equivalent form approved by the Board.

Directors are persuaded to hold an equity position in the Company upon joining the Board. The
Company’s common shares are considered equity for this purpose, while stock options are not.

9.10Director Induction and Continuing Education - The Company provides an induction program for new
directors, as well as an ongoing education program for all directors. As part of the program, directors’ seminars,
divisional presentations to the Board, induction and update materials, and on-site visits to the Company’s
operations assist directors to better understand the Company’s strategies, operations and the external business
and competitive environment.

9.11 Director Resignation - In the following circumstances a director is expected to submit his or her resignation to
the Chairman of the Board for determination by the Board upon recommendation of the Committee. If any of
these circumstances apply, the Board Chairman will first discuss the matter with the director and then request
the director to submit a letter of resignation:

9.111

9.11.2

9.11.3

9.11.4

If the director is no longer qualified under the Company’s Bylaws or applicable law.

If the director does not meet eligibility rules under the Board’s independence and conflict of
interest guidelines.

If the credentials underlying the appointment of such director materially change.

If the director’s performance as a director is unacceptable.

9.12Protection for Directors - The Company shall indemnify directors against losses that may arise from the
appropriate exercise of their authority as directors and shall arrange for an adequate level of Directors and
Officers Liability Insurance to supplement this indemnification.

10.0Role of Chairman
10.1Purpose - Creates the conditions for overall Board and individual director effectiveness, both inside and
outside the Boardroom.

10.2 Specific Responsibilities -

10.2.1

10.2.2

Run the Board and set its agenda. The agenda should take full account of the issues and the
concerns of all Board members. Agendas should be forward looking and concentrate on strategic
matters rather than formulaic approvals of proposals which can be the subject of appropriate
delegated powers to management;

Ensure that the members of the Board receive accurate, timely and clear information, in particular
about the company’s performance, to enable the Board to take sound decisions, monitor effectively
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10.2.3

10.2.4

10.2.5

10.2.6

10.2.7

10.2.8

10.2.9

10.2.10

10.2.11

and provide advice to promote the success of the company;

Ensure effective communication with shareholders and ensure that the members of the Board develop
an understanding of the views of major investors;

Manage the Board to ensure that sufficient time is allowed for discussion of complex or contentious
issues, where appropriate arranging for informal meetings beforehand to enable thorough
preparation for the Board discussion. It is particularly important that non-executive directors have
sufficient time to consider critical issues and are not faced with unrealistic deadlines for decision-
making;

Take the lead in providing a properly constructed induction programme for new directors that is
comprehensive, formal and tailored, facilitated by the Company Secretary;

Take the lead in identifying and meeting the development needs of individual directors, with the
Company Secretary havingakey role in facilitating provision. It is the responsibility of the Chairman to
address the development needs of the Board as a whole with a view to enhancing the overall
effectiveness as a team;

Ensure that the performance of individuals and of the Board as a whole and its committees is
evaluated at least once a year;

Build an effective and complementary Board, initiating change and planning succession in Board
appointments, subject to Board and shareholders” approval,

Promote the highest standards of corporate governance and seeks compliance with the provisions of
applicable codes wherever possible;

Ensure a clear and effective structure and process for running Board committees;

Ensure effective implementation of Board decisions.

10.3 Chairman’s Leadership Style -

10.3.1

10.3.2

10.3.3

10.3.4

10.3.5

10.3.6

10.3.7

Upholds the highest standards of integrity and probity;

Sets the style and tone of Board discussions to promote effective decision-making and constructive
debate;

Establishes a close relationship of trust with the President and Chief Executive Officer, providing
support and advice while respecting executive responsibility;

Provides coherent leadership of the company, including representing the company and
understanding the views of shareholders;

Fosters and motivates teamwork and encourages active engagement by all the members of the
Board;

Demonstrates commitment to director accountability and responsibility through example; and

Gains the trust and respect of fellow directors through thoughtful listening and responding.

11.0Board Committees
Mandatory Board Committees

11.1

1111

Basic Purpose of the Board Committee - These Board committees assist the Board in managing its
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11.2

11.1.2

workload by carrying out specialized or recurring tasks and referring to the Board its
recommendations for consideration by the Board. The Committee process can also be used to
ensure a certain level of independence by excluding attendance of executives who are directors.

The four mandatory Committees of the Board are:

Audit Committee
Risk Management Committee
Corporate Governance and Ethics Committee

Human Resource Committee.

Committee Structure and Operation

11.2.1

11.2.2

11.2.3

11.2.4

Appointment of Committee Members - Members, including the Chairman of the Committee, are
appointed by a resolution of the Board on the recommendation of the Board Corporate Governance
& Ethics Committee, which reviews the composition of each Committee regularly.

Committee Mandate - The Committee mandate and the scope of its authority are set out in the Board
resolution establishing the Committee. Each Committee must have a charter that sets out the following
minimum information:

Purpose and objectives;

Responsibilities;

Frequency of and attendance at meetings;

Qualifications of membership;

Appointment and removal procedures;

Structure and operations;

Reporting to the Board.

Committee Charters — The Charters of the four mandatory committees are contained in Appendix 2.
Committee Size - Committee membership is to be confined to as few members as is necessary to

carry out Committee work with effectiveness and efficiency, but in no event will membership be less
than three directors.

Committee Independence - Committees are to be composed entirely of independent
directors within the meaning of “independence” as defined in the Group’s Director
Independence Policy and the Banking Services Act. Committees will regularly hold in
camera meetings without management present, where necessary.

Board Accountability - Committees have no more authority than that delegated to them by
the Board. “If the Board does delegate authority to a committee, it is not relieved of its
responsibility with respect to the matters within the committee’s mandate — it must continue
to exercise the same oversight that it does when it delegates authority to management. If the
committee makes recommendation to the Board, the Board must review the reports and
recommendations of the committee as it would any other input it receives, ask the pertinent
questions and make any further inquiries necessary to make an informed business
judgment.”?

Committee Powers - Unless specifically authorized by the Board, the Committee has
no decision-making powers and it concludes its work with its Chairman making
recommendations or providing reports to the Board at the end of each meeting.

1 “What Directors Need to Know: Corporate Governance” 2003 p. 82 Carol Hansell.
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11.3

Written Procedures - Committees are to establish written procedures for the conduct of
routine business, especially as it applies to relations with outside parties, e.g. management,
external auditors, advisors, consultants. A copy of these written procedures is to be given to
each director and compliance should be monitored by an audit committee of the Board.

Annual Agenda - Committees are to prepare annual agendas of items to be considered, guided
by the Schedule of Critical Board Agenda Items in the Board Agenda Preparation section of
the Corporate Governance Manual and attached as an Appendix to this Charter.

Meeting Agenda - The Committee agenda for a particular meeting is to be drafted by the
Company Secretary for the Committee Chairman and is to be guided by unfinished business
from the previous meeting, the Schedule of Critical Board Agenda Items, and ad hoc issues
proposed by management and the Committee Chairman.

Communication of Agenda Information - The agenda and material to be reviewed by the
Committee are to be delivered to Committee members at least five business days prior to the
meeting and the Company Secretary is to ensure that presentation of the information complies
with requirements of the Board Processes for Engaging Critical Business Issues.

Meeting Minutes - The minutes of meetings are to record the decisions taken and provide
sufficient background to those decisions. All papers presented to the meeting should be clearly
identified in the minutes and retained for reference.

Circulation of Minutes - The minutes of all meetings (or a written summary thereof) are to
be circulated to the Committee at least three (3) business days prior to the next meeting and
members should take the opportunity at that meeting to ask questions thereon.

Meeting Attendance - Committee members are expected to attend each Committee meeting,
unless there are exceptional circumstances that prevent them from doing so.

Independent Advice - Committees may engage independent expert advice at the Group’s
expense. (Individual directors may, with the approval of the Chairman of the Board, engage
external advisors at the expense of the Group.)

Performance Evaluation - Committees are to submit annually to a performance evaluation
of its effectiveness in fulfilling its mandate responsibilities.

Basic Purpose of the Committee Chairman - Operating in a task-oriented environment, the
Committee Chairman plays an active role in leading and guiding the team of directors in
analysing and assessing various matters and formulating clear and insightful
recommendations for referral to the board.

Primary Responsibilities of the Committee Chairman —

11.3.1

11.3.2

11.3.3

11.3.4

Ensure, in cooperation with the Board Chairman and Chairman of the Corporate Governance and
Ethics Committee, that director skills and experience on the Committee are commensurate with its
responsibilities.

Plan the Committee’s annual calendar of business to ensure most effective use of the Committee’s
time in relation to its mandate.

Collaborate with the Chairman of the Board and the Company Secretary to establish the frequency of
committee meetings and the agendas for individual meetings.

Ensure that the Committee is provided information on a timely basis and in a form consistent with the
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requirements outlined in Board Processes for Engaging Critical Business Issues.

11.3.5 As appropriate and in consultation with the Committee, retain, oversee and terminate independent
advisers to assist the Committee or its members in fulfilment of their responsibilities.

11.3.6  Ensure Committee members receive appropriate induction to the Group and ongoing training and
exposure to enable effective discharge of their responsibilities.

11.3.7 Ensure Committee work is in accordance with statutory/regulatory requirements and best practices.
11.3.8 Foster team-spirit and synergy within the Committee to bring the best out of members.

11.3.9 Foster a climate of constructive debate and challenge and strive for closure on issues based on
consensus.

11.3.10 Manage Committee time to ensure meeting objectives are achieved without compromising
opportunity for full member participation and debate.

11.3.11 Lead the Committee in annually reviewing and assessing the adequacy of its mandate.

11.3.12 Lead the Committee in assessing performance feedback of Committee effectiveness.

11.4 Reporting to the Board - Provide clear, insightful and decisive recommendations and reports to the full Board
after each Committee meeting.

11.5 Other Board Committees - The Board in its discretion may operate other committees, including ad hoc
committees, to the extent it deems necessary.

12.0Relationship between Board and Management
12.1 Role of Management

12.1.1 Corporate governance specifies the distribution of rights and responsibilities among the different
participants making up the corporation, such as the board and management (as well as shareholders
and other stakeholders). It is accepted that the Board’s role is to supervise the management of
the Company while the officers’ role is to execute its management. In other words, the board is
concerned with governing the Company to ensure it is properly run, while management attends to
running the business.

12.1.2 The President/CEO and senior officers are responsible for managing the institution on a day-to- day
basis, within the authorities delegated to them by the board and in compliance with applicable laws and
regulations. In this regard, management’s skills, competence, integrity and experience are critical
factors in the safety and soundness of the institution.

12.2 Management Conduct

12.2.1 Management’s undertaking is to support directors in the fulfilment of their responsibilities to the
Company (the flip side of directors' obligation to management). Directors are under a legal duty of
skill and care to the Company and it is management’s function to ensure directors are able to carry
out their responsibilities in a way that minimizes the burden on them to exercise skill and care.
However, it is not part of the director’s duty of skill and care to closely watch over management’s
shoulders, unless directors have reason to suspect management is dishonest or incompetent. If
management appears competent and honest, directors may rely on the information they provide
and question neither its reliability nor sufficiency.

12.2.2 Management and board may be operating in perfect harmony with information given and received,
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12.3

12.2.3

12.2.4

neither side attentive or concerned about best practices, each endeavouring to be cooperative.
Irrespective of whether management or the board is competent, and especially if they are not, it is in
the best interests of the Company to ensure operating effectiveness, transparency, and regulatory
compliance by institutionalizing best practices to govern the communications relationship between
board and management.

Moreover, members of management should be aware that they are subject to the same fiduciary duty
and duty of care as are directors of the Company and must discharge its responsibilities in accordance
with these duties. Collaboration between management and the Board in running the Company and in
ensuring good information flows provides a useful check and balance in this structure.

“Best practices” are those that support the board in carrying out its responsibilities described in the
Board Charter. The tasks and process elements relating to these best practices are covered in the
section “Processes Relating to the Execution of Board Responsibilities”. In addressing its own role
within these processes, management should reflect on the following premises governing its role within
the institution.

Management Guidance Governing Board Information

12.3.1

12.3.2

12.3.3

12.3.4

12.35

12.3.6

12.3.7

Corporate Role - Management is responsible for ensuring the board is adequately informed to
discharge its statutory, regulatory and leadership duties with care and skill. This premise considers the
fact that management is expected to have full working knowledge of Company affairs whereas
directors are not, deferring to management instead.

President and CEO - The board’s primary interface with management is the President and CEO, who
is ultimately accountable to the Board for Company performance. Directors may however,
communicate directly with other officers and vice-versa without undermining the authority of the
President and CEO.

Oversight Functions - The President and CEO ensures that critical oversight functions (internal audit,
compliance, and risk management) that provide assurances to the Board are provided with adequate
infrastructure for ensuring independence and objectivity.

Board Information - When management provides information to the Board, management does so
ensuring the information is comprehensive, accurate, and relevant, and is not likely to mislead or
overwhelm directors.

Information Essence - Directors expect to receive from management information in which the essence
is disaggregated from distracting and ponderous details. If the Board is required to render a decision
on a matter, management ensures that the information it supplies to the Board is distilled in a form that
allows the board to easily understand the key considerations; that the proposition and arguments are
concisely and clearly articulated; and, that the information is presented in a format that enables directors
to readily absorb the key issues, formulate judgments, and gather useful insights.

Information Lead Time - Information required by directors to conduct their business shall be provided
by management with sufficient lead time to enable directors to assimilate the information, taking into
account the volume and complexity of the situation, the nature of the director’s required response, and
the assumption the director has other competing priorities on his/her time. As a general rule,
information is to be provided to directors no less than five business days prior to their meeting.

Management Reliance - Directors are entitled to rely on the information they receive from
management, but they may not accept management’s assumptions, analysis, and recommendations
without question if there is reason for doubt. “Good faith” reliance on management information does
not mean directors blindly accept what they hear or read; they must decide if assertions are reasonable
and test the basis of facts and analysis.
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12.3.8 Director Access to Management - When directors review information supplied by management, it is
the directors’ responsibility to seek from them clarification or amplification where necessary and
directors may do so through direct communication. Management shall respect the right of directors to
make inquiries, which shall be dealt with professionally.

12.3.9 Management Evaluation - As part of its overall annual evaluation, the board will also assess
management’s effectiveness in providing it with information for discharging its responsibilities.

13.0Board Reserved Authorities
13.1 Management and Strategic Direction -

13.1.1  Approval of long-term objectives and company strategy.

13.1.2  Approval of the annual business plan and capital expenditure budgets.
13.1.3  Expanding into functionally new product or geographic markets.
13.1.4 Business mergers and acquisitions.

13.1.5 Divestment or discontinuation of any business, operations or product lines.

13.2 Legal and Capital Structure

13.6.1 Capital structure, including material changes in composition of capital, reduction of capital, share
issues, share buy-backs, use of treasury shares.

13.6.2 Legal and corporate structure.
13.6.3  Adoption, amendment or repeal of Company by-laws.
13.3 Organization Structure and Operations
13.3.1 Management and control structure of the Company, including subsidiary alignment.
13.3.2  Corporate structure of the Group, including subsidiary rationalization.
13.3.3  Delegation of authorities to the President/CEO and to senior officers.
13.3.4 Relocation of Company operations likely to have a material effect on the Company.
13.3.5 Outsourcing of operations having strategic impact on the Company.
13.3.6  Approval of all policies having or capable of having a material impact on the Company.
13.4Human Resource Management — Officers and Team members
13.4.1 Team member compensation and benefits policy.
13.4.2  Changes in the rules of the Company pension schemes and changes of trustees.
13.4.3  Specifying the duties of Designated Officers, who shall include the following:
e  President and Chief Operating Officer
e  Chief Operating Officer
o Chief Financial Officer
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134.4

13.4.5

Chief Risk Officer

Chief Internal Auditor
Chief Information Officer
Chief Compliance Officer
Corporate Secretary

Reviewing the performance measures for Designated Officers.

Reviewing management’s performance evaluation of Designated Officers.

13.5Financial Reporting and Controls

1351

13.5.2

1353

1354

1355

13.5.6

Appointment, re-appointment and removal of the firm of external auditors.

Approval of preliminary announcements of interim and final results.

Approval of Company annual statement, report and accounts, including various disclosures.
Dividend declarations.

Approval of any significant changes in accounting policies or practices.

Remuneration of auditors and recommendations for appointment or removal of auditors.

13.6 Financial Asset Origination
13.6.1  Approval of a policy for originating financial assets, which would include consideration of:
e  Country risk limit
e Single name limit
e  Sectoral limit
e  Product limit
e  Transaction limit
e Portfolio or concentration limit
13.7 Expenditures
13.7.1 Capital projects exceeding an aggregate of an amount to be determined by Board.
13.7.2 Operating transactions exceeding an aggregate amount to be determined by Board.
13.7.3 Contracts for the supply of services exceeding an amount to be determined by Board.
13.7.4  Expenditures of any amount likely to have a material effect on the Company’s reputation.
13.8 Remuneration

13.8.1

13.8.2

13.8.3

13.8.4

Remuneration policies for directors, senior officers and team members.

Remuneration payments for non-executive directors, subject to special resolution and shareholder
approval.

Remuneration payments for Designated Officers and other team members

Allocation of executive incentive awards.
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13.9Board and Officer Appointments

13.9.1 Determining selection criteria for directors, Board Chairman, President and CEO and Designated
Officers.

13.9.2 Succession planning for Designated Officers.

13.9.3  Appointment and removal of the President and CEO.

13.9.4  Appointment and removal of Designated Officers.

13.9.5 Appointment of directors, subject to shareholder approval of directors.
13.9.6  Appointment of members and chairmanship of Board committees.
13.9.7 Selection of Board Chairman.

13.9.8 Extending directors’ appointments at end of term, subject to sharecholder approval.

13.9.9 Appointments to boards of subsidiaries.

13.10 Board Structure
13.10.1 Changes to the structure, size and composition of the Board, subject to shareholder approval.
13.10.2 Board Charter.
13.10.3 Duties of Company Board Chairman, Vice-Chairman, and President and Chief Executive Officer.
13.10.4 Formation of Board committees and defining their powers and duties.

13.10.5 Committee operation and reporting.

13.11 Corporate Communications
13.11.1 Submit to the shareholders questions or matters requiring the approval of shareholders.
13.11.2 Approval of press releases concerning matters decided by the Board.
13.11.3 Receiving reports on the views of the Company’s shareholders.
13.12 Board Operations
13.12.1 Corporate governance policy and board operating procedures and processes.
13.12.2 Orientation for new directors.
13.12.3 Continual updating of directors’ skills.
13.12.4 Determining director independence.
13.12.5 Performance evaluation of board, committees, and directors.
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13.12.6

13.12.7

13.12.8

Establishment of rules and procedures related to directors' dealings.

Engagement of independent professional advisors to assist directors in discharging their
responsibilities.

Approval of the directors’ report to shareholders.

13.13 Securities Listings and Dealings

13.13.1

13.13.2

13.13.3

13.134

13.13.5

13.14 Other

13.14.1

13.14.2

13.14.3

13.144

Stock exchange listings.
Approval of all circulars and listing particulars.
Principal regulatory filings with stock exchanges and securities commissions.

Issuance of securities.

Authorization of payment of a commission on a share issue.

Approval of the appointment of the Company’s principal professional advisers.

Initiation or settlement of litigation in excess of an amount to be determined by Board or being
otherwise material to the interests or reputation of the Company.

Approval of the overall levels of insurance for the Company, including directors’ and officers’
liability insurance (and indemnification of directors).

Interpretation of the meaning of any of the powers reserved for Board decisions as described in this
schedule.

14.0Management Independent Oversight Positions

The general descriptions of the offices set out in Appendix 3 are intended solely for the guidance of directors to
enable them to better understand their relationships with management officers from a governance point of view and
to provide directors with comfort regarding the management of critical areas of Board responsibility.

The guidance deals with the following offices:

Group President and CEO
Chief Financial Officer
Chief Risk Officer

Chief Internal Auditor
Chief Compliance Officer
Corporate Secretary
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Part 6

PLANS AND PROGRAMS

6.1

6.1.1

6.1.1.1

6.1.2

6.1.2.1

6.1.2.2

6.1.2.3

6.1.2.4

6.1.2.5

6.1.2.6

6.1.2.7

BOARD PROCESSES FOR DEALING WITH CRITICAL PLANS
AND PROGRAMS

Introduction

Board’s responsibilities are spelled out in its Charter. Carrying out these responsibilities however,
relies on collaboration with management, but to ensure effective teamwork, in which neither side
compromises its responsibility nor accountability, a basis of understanding must be reached for shared
work processes involved. The objective of this document is to achieve such understanding.

Board Guidance on Information Requirements

Policies - Where the Board has direct supervision over an area of critical business activity in the
Company as per its Charter, such activity is to be governed by policy approved by the Board.

Board Approvals - When the Board gives its “approval” to a proposal put to it by management, it
is deemed that the Board had full opportunity to give serious consideration to the matter, it did in
fact seriously consider the proposal and the decision implemented by management received active
support from the Board.

Board Monitoring - To fulfil its responsibilities, the Board must periodically obtain information
demonstrating how management operates the Company relative to key policies, statutory and
regulatory requirements, strategic plans, performance of acquisitions, and capital expenditure
programs.

Board Reviews - When the Board “reviews” a situation put to it by management, the Board is
expected to assess it against some decided criteria and provide to management a clear response as to
whether the Board supports the situation communicated by the information.

Information Essence - Directors expect to receive from management information in which the
essence is disaggregated from distracting and ponderous details. If the Board is required to render a
decision on a matter, management shall ensure that the information it supplies to the Board is distilled
in a form that allows the Board to easily understand the key considerations; that the proposition and
arguments are concisely and clearly articulated; and, that information is presented in a format that
enables directors to readily absorb key issues, formulate judgments, and gather useful insights.

Information Lead Time - Information for director review or assessment shall be provided by
management with sufficient lead time to enable the director to assimilate the information, taking into
account the volume and complexity of the situation, the nature of the director’s required response,
and the assumption the director has other competing priorities on his/her time. As a general rule,
information is to be provided to directors no less than five business days prior to their meeting.

Management Reliance - Directors are entitled to rely on the information they receive from
management, but they may not accept management’s assumptions, analysis, and recommendations
without question if there is reason for doubt. “Good faith” reliance on management information does
not mean directors blindly accept what they hear or read; they must decide if assertions are
reasonable and test the basis of reported facts and analysis.
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6.1.2.8

6.1.2.9

6.1.2.10

6.1.2.11

6.1.2.12

6.1.3

6.1.3.1

Chairman’s Information Role - If the information received from management is contrary to the
rules established herein, the Board Chairman has a responsibility to point out to management the
necessity for improving its communication effectiveness.

Director Access to Management - When directors review information supplied by management, it
is their responsibility to seek from management clarification or amplification where necessary and
they may do so through direct communication.

Outside Advisors - If directors are not satisfied that they are able to reach an informed judgment
with respect to an essential matter presented to them by management, they are to seek outside advice
until the matter is resolved.

Director Self-Reliance - Directors have a professional duty to take positive steps to continually
inform themselves about the Company’s industry and its systemic environment in order to reduce
director dependence on management and to enhance the objectivity of their information.
Secretary’s Information Role - Under the direction of the Chairman, it is the Company Secretary’s

responsibility to ensure effective information flows within the Board and its Committees, and
between management, the President/CEQ and directors.

Critical Issues — Information Requirements and Process Flow
The critical enterprise issues which should occupy the attention of the Board are those which flow
out of its responsibilities in the Board Charter. These are shown below together with their respective
allocation to Board or committee mandates.

0] Annual Strategic Plan approval process — Board Charter.

(i) Policy formulation approval process — Risk Management Committee.

(iii) Annual Business Plan approval process — Board Charter.

(iv) Periodic Financial Performance review process — Audit Committee.

(V) Enterprise Risk Profile review process — Risk Management Committee.

(vi) Business Acquisition process — Board Charter.

(vii) Capital expenditure approval process — Risk Management Committee.

(viii)  Director nomination process — Corporate Governance and Ethics Committee.

(ix) Board, Committee, Chairman, Director, Management performance evaluation process —
Corporate Governance and Ethics Committee.

(x) Shareholder/Investor Relations - Corporate Governance and Ethics Committee.

(xi) Appointment and performance review of external auditors and actuaries — Audit Committee.
(xii) Branding Strategy - Corporate Governance and Ethics Committee.

(xiii)  New Product Offerings - Risk Management Committee.

(xiv)  Compensation Plans — Directors - Corporate Governance and Ethics Committee.

(xv) Compensation Plans - Officers and Team members — Human Resource Committee.



(xvi)  Succession Planning — Officers - Human Resource Committee.
(xvii)  Training and Development — Officers - Human Resource Committee.

6.1.3.2  Each of the activities is explained below in terms of the process required by the Board for it to have
meaningful engagement in the approval or review of the activity. The processes are written from the
perspective of the Board’s oversight requirements and make no attempt to prescribe to management
how it should manage its affairs to provide information to the Board. The Board however, may
question the validity of assumptions and reasoning contained in management information, which
may reflect on how well management manages.

6.2 BOARD PROCESSES

6.2.1 Policy Formulation

6.2.1.1 Introduction - The purpose of policy is to provide unambiguous guidance to directors, officers and
team members as to right thinking and right conduct with respect to matters that have significant
impact on Company goals. Policies have their genesis in Company Vision, objectives, strategies and
risk appetite and they illuminate the path between action and purpose.

6.2.1.2 Policy Formulation - A policy must be maintained to address the matter of identifying and
formulating Company policies.

6.2.1.3 Roles and Responsibilities - Management decides what policies it needs to run the business. As a
rule, the Board expects that all management prohibitions or encouragement of behaviour likely to
have a significant impact on the Company, including intangible outcomes, are to be covered in policy
documents. The onus is on the Board however, to ensure that policies are created and implemented
by management for business areas deemed critical by the Board. All policies developed by
management, excluding those not deemed significant, but including all those identified in the list
below, are to be submitted to the board for approval before they are implemented as policy.

6.2.1.4 Policy Requirements - The board requires the policies listed in Part 8 Policies and Procedures and
such other policies as it may from time to time decide to be formulated by management.

6.2.1.5 Policy Format - Policy documentation must include the following features:
0] Purpose — stated in terms of end-results that identify criticality of impact.
(i) Background — optional; circumstances warranting the policy.
(iliy  Scope —who is affected; people, group, subsidiaries.
(iv)  Significant risks addressed by policy — identify the risk rationale for the policy.
(v) Compliance Requirements — the heart of the policy; clear and concise statements about what
actions are to be taken and not taken by directors, officers and team members. Narrative is

to be limited to requirements and should exclude peripheral discussion. The elements should
address the risks shown in item d. above and should include:



6.2.1.6

6.2.1.7

6.2.1.8

(@) Limits and tolerances, where relevant;

(b) Authorities and responsibilities, including any process for delegating authority;

(c) Applicable reference to legal, regulatory and other compliance;

(d) Reporting Requirements — how compliance with the policy is assessed and reported.
(vi)  Ownership and responsibility —who is responsible for interpreting and updating the policy.
(vii)  Policy exception — the process for obtaining exceptions to requirements.
Management Documentation for Directors - Policies developed by management for approval by
the Board are to be sent to directors at least five business days prior to Board meeting with a single-
page Board Summary that includes the following information:
(1) Policy purpose.
(i) Threats mitigated by the policy — significant things the policy will prevent or enhance.
(iii)  Scope —who is directly governed by the policy.

(iv)  Key controls — essential limitations or expectations of behaviour, including delegation of
authorities.

(V) Monitoring — how will compliance with the policy be monitored.

(vi)  Contact person — the person directors can contact if they have questions about the Board
Summary.

(vii)  Attachment of the full policy document.

Director Review of Information - Directors are to review management’s Board Summary and
prepare themselves for meaningful discussion with management on the matter on Board meeting
day. In the event directors have questions arising from the Board Summary, they are expected to
contact management to have them cleared up.

Management Presentation to the Board - Management makes a detailed presentation to the Board
along the lines submitted to directors in the Board Summary, keeping the material at the level of
essential information. Directors should focus on proactive discussion particularly with respect to:
0] Adequacy of control measures for mitigating threats embraced by the policy.

(i) Appropriateness of organizational placement within the enterprise for policy accountability.
(iii)  Adequacy of allocation of authorities for managing the policy.

(iv)  Adequacy of the process for communicating and implementing policy.

(v) Adequacy of monitoring and reporting policy compliance.



6.2.2 Annual Strategic Plan

6.2.2.1

6.2.2.2

6.2.2.3

6.2.2.4

6.2.2.5

6.2.2.6

Policy Formulation - A policy must be maintained to address the matter of identifying and
formulating Company Strategic Plan.

Roles and Responsibilities - Management’s role is to develop and propose the Company Strategy
and the Board’s role is to eventually approve it. The Board however, has a responsibility to
understand the context of Company strategy as a pre-requisite for approving it, which the Board can
best do by actively participating in its development. The over-riding principle underlying the process
of teamwork between Board and management for formulating the Strategic Plan is that there must
be a sharing of Plan ownership and accountability to ensure smooth governance in its
implementation.

Directors’ Knowledge Requirements - Directors’ ability to contribute meaningfully towards
development of Strategic Plan requires that they develop a good understanding of the Company’s
business, including how it makes money, its key risks, and the industry dynamics in which the
Company operates. At the same time, it is to be recognized that a collaborative environment in which
directors share responsibility with management for formulating the Strategic Plan is itself a profound
learning experience for directors.

Strategy Origination - ldeally, Company Strategy should not originate in the Boardroom as a
document; it should emerge from dialogue between Board and management in the spirit of
collaboration. The President and CEO should personally take the lead in raising issues, drawing
insights and posing questions relating to the Company’s long-term success. Management’s purpose
should be to arouse Board awareness about the Company’s future in the context of its present and
impending external challenges and to engage directors’ mind and attention with critical issues
without offering them solutions at this time. (Open dialogue will be strained if directors sense the
President and CEO has already made up his mind on the Company’s strategic direction.) In this
preliminary discussion, management and the Board should reach agreement as to the strategic
questions and options that should be investigated by management and also agree that management
will return to the Board with hard information supporting any position management is prepared to
recommend along the lines discussed with the Board.

Commencement of the Strategic Planning Process - Strategic Planning is formally conducted on
an annual basis and its commencement should be timed such that capital and operating budget
implications of the Plan can be factored into the annual business plan, which itself requires Board
approval. Best practice is to allow three to six months to bring the Strategic Plan to conclusion from
start.

Management Documentation for Directors - Management develops its preliminary Strategic Plan
and sends the document to directors at least five business days prior to Board meeting with a single-
page Strategic Options document that includes the following information:

(i Company Vision - the Vision is a value statement about the Company’s aspiration for its
place in society as a provider of financial services; the Vision Statement must be developed
specifically as an internal guide for strategy development.

(i) Strategic Objective — aligned to the Vision and giving concreteness to it. The Strategic
Objective is a value statement whose impact is aimed at the Company’s competitive
position.

(iii) Strategic Options — descriptive statements of distinctly different strategic alternatives
without arguments. (A strategy is a choice or set of choices the Company makes to
maintain or enhance its competitive position in response to emerging industry
opportunities or threats strong enough to shift the Company’s competitive position.)

(iv) Strategic Option Recommendation - a simple proposition without arguments.



6.2.2.7

6.2.2.8

6.2.2.9

6.2.2.10

(v) Analysis of Strategic Options — each option, including the one recommended, is to be
discussed in terms of: strategic fit, key external forces driving change, benefits, and costs.

(vi) Names of persons - whom directors can contact in the event they require clarifications.

Director Review of Information - Directors are to review management’s Board Summary and
prepare themselves for meaningful discussion with management on the matter on Board meeting
day. In the event directors have questions arising from the Board Summary, they are expected to
contact management to have them cleared up.

Management Presentation to the Board - The President/CEO and his team present the Strategic
Options to the Board along the lines communicated to directors but adding sufficient detail to fill out
the picture. It is incumbent on the Board, in fulfilment of its responsibility, to constructively
Challenge management’s ideas, assumptions, reasoning and proposals in the context of: 1) the
realities of the external environment; 2) the Company’s long-term direction; 3) the potential for the
strategy to sustain/enhance the Company’s competitive position; and, 4) availability of human,
financial, and operational and technical resources to implement the strategy. The meeting should end
with agreements and understandings to enable management to advance formulation of a Draft
Strategic Plan. Otherwise, the meetings are to continue until this threshold is reached.

Draft Strategic Plan - Management prepares a one-page Board Summary of the Draft Strategic Plan
containing the following information and sends it to directors at least five business days prior to the
Board meeting. (It should be borne in mind that the Board’s role is to approve company strategy and
not low-level plans and programs associated with implementing the strategy.)

0] Company Vision and Strategic Objective

(i) Group Strategy (or Strategies) — as agreed with the Board.

(ili)  Rationale for strategy - identify environmental forces driving the enterprise, e.g. risks
(flowing from threats); opportunities; and 3) consequences of not adopting the Strategy.

(iv)  Implementation action plan — major actions/programs to be undertaken over the next three
years.

(V) Key goals and targets — measures of success expressed in annual terms over a three-year
period.

(vi)  Resource requirements — capital and operating requirements of human, technical and
financial resources required to implement the plan.

(vii) Risk management — adverse consequences associated with strategy implementation, and
management response to avoid, transfer, control, or accept the risks.

(viii)  An Appendix of the original Strategic Plan Options Paper.

(ix)  The full Draft Strategic Plan document.

(x) Identify the person whom directors should contact for clarifications.

Deciding the Strategy - Management will arrange an off-site full-day Planning Session for the full

Board to openly review and discuss the Draft Strategic Plan for the purpose of approving it.

Considerations for conducting the full-day planning session may include:

Q) A facilitator to run the session.

(i) A guest speaker to present big picture scenarios e.g. industry regulator, strategic planning
expert, regional economist, best practice CEO.



6.2.1.11

(ili)  Heads of key Sagicor subsidiaries may be invited to the planning session and may offer their
observations and their insights (but their views will not detract from Group Board’s
responsibility to advance the Strategic Plan).

(iv)  Breakout Teams may be formed to critically review different aspects of the Plan, e.g.
environmental drivers, resource requirements, and risks to the Strategy. Teams should
present their findings for critique by other participants.

(v) Management should present the Draft Strategic Plan just prior to the teams breaking out.

(vi)  The session should end with agreement on what changes, if any, should be made to obtain a
Final Strategic Plan.

(vii) A copy of the Final Strategic Plan is to be boarded for directors’ information.

Quarterly Review - Management will provide the Board with a one-page quarterly progress review
on the implementation of the Strategic Plan at least five business days ahead of Board meeting. The
update will include:

(i) Progress against original plans (strategies and high-level programs only).

(i) Actual expenditures against capital and operating budgets and progress achieved.

(iii)  Strategic Plan — shown in an appendix.

6.2.3 Annual Business Plan

6.23.1

6.2.3.2

6.2.3.3

Policy Formulation - A policy must be maintained to address the matter of formulating the Annual
Business Plan.

Roles and Responsibilities - Management is responsible for developing the Business Plan in
alignment with the Company’s long-term objective, strategy, policy, resources, and competitive and
economic forces. Management’s plan must also reflect balanced scorecard performance. The Board
is responsible for ensuring management’s plan is credible, taking into account the necessary internal
and external alignments and performance requirements for maintaining competitiveness. The Board
approves the Business Plan when it is satisfied it reflects optimum balanced performance with given
resources.

Management Documentation for Directors. Management is to prepare and send to directors at
least five business days prior to the Board meeting information as follows:

0] A single-page board summary for the Group showing one-year historical, current year and
three years of projection. Contents will include at a minimum:

@) Financials:
i. Financial Performance Ratios: ROE, EPS, ROA, etc.
ii. Financial Stability Ratios: capital adequacy ratios, liquidity ratio, etc.

iii. Risk Management Measures: allocated capital by risk, allocated capital by
product, credit loss provisions (included in actuarial liabilities) etc.

iv.  Operating Measures: premium income growth, net investment income growth,
other income growth, cash flow from operations, Operating leverage (net
revenue growth rate less operating expense growth rate), yield on investments,



(i)

(iii)

(iv)

v)
(vi)

growth in funds under management, underwriting net profit; business line
profitability; unit cost per policy, etc.

2 Adjusted Operating Performance: (Same as Operating Measures in (iv) above
but excluding the impact of:
e unrealized gains/losses

o deferred taxes
e asset revaluation
e extraordinary Items
e change in actuarial assumptions
(b) An explanation of significant variances, both positive and negative, in terms of root

causes, i.e. the ultimate business reasons for the variance and, where applicable, an
explanation of changes in terms of volume and rate variances.

@) Key planning assumptions (taken from more detailed assumptions within the
report.)

(b) Key business initiatives having a significant impact on results.

(c) Major capital expenditures and their expected return or impact on performance, as
applicable.

A single-page board summary capturing the same information above for each operating
subsidiary on a fully allocated risk-weighted capital basis.

A single-page board summary showing items (i) (a) (iv) and (v) above for each business line.
A contribution summary demonstrating on a year-by-year basis, the revenue, profit and cost
contribution to Group consolidated performance of each operating subsidiary and business
line.

Detailed financial packages to support the above summaries.

The name of the person whom directors may contact for clarifications.

6.2.3.4 Director Review of Information - Directors are to critically review the information prior to Board
meeting and obtain their clarifications from management ahead of meeting date.

6.2.3.5

Management Presentation to Board - Management shall present the Business Plan at the same
level as it communicated to directors in the Board Summaries, adding information as required to
clarify and embellish. Directors should focus on proactive discussion intended to gain understanding
and confidence in the Business Plan, ask questions and examine judgments, considering as
applicable, factors such as:

(i)
(ii)
(iii)
(iv)
(v)

(vi)

The impact of forecasted rates of interest, currency exchange, etc on performance.
The adequacy of ROE, ROA and capital adequacy targets.

The acceptability of significant revenue increases, considering resource requirements.
The acceptability of positive operating cost ratios.

The impact of credit, market, liquidity, and pricing risks on margins and portfolio
composition.

The impact of operational risk, e.g. management, specialized skills, technology, processing.



6.2.4

6.24.1

6.2.4.2

6.2.4.3

6.24.4

6.2.4.5

6.2.5

6.2.5.1

6.2.5.2

(vii)  Market expansion and penetration assumptions.
(viii)  Systemic factors, e.g. economics, regulation, competitors, natural disasters.

(ix)  Alignment with the Strategic Plan.

Review of Periodic Financial Results

Policy Formulation - A policy must be maintained to deal with matters of accounting and financial
reporting.

Roles and Responsibilities (limited to this exercise) - Management’s role is to accurately and fully
account for the Company’s assets, liabilities, revenues and expenses according to policy and to
package the information for board review (and ultimate public disclosure). The board’s responsibility
is to make sense of the financial results in order to assess the viability of company operations and
management’s effectiveness in running the company.

Management Documentation for Directors - Management is to prepare and send to directors at
least five business days prior to the board meeting information a single-page board summary for
Group showing the current period’s performance compared to plan and to same prior year period in
the respect of the same information mentioned in Section 6.2.3.3 above.

Directors Review of Information - Directors are to critically review the information prior to Board
meeting and obtain their clarifications from management ahead of meeting date.

Management Presentation to Board - Management shall present the Financial Results at the same
level as it communicated to directors in the Board Summaries, adding information as required to
clarify and embellish. Directors should focus on proactive discussion intended to gain solid
understanding of the financial results, ask questions and examine judgments, considering factors such
as:

0] The disaggregation of organic performance from the financial impact of acquisitions.

(i) Disaggregation of the impact on performance of funds under management and mutual funds.
(iii) The adjustment of operating results from the impact of non-recurring items.

(iv) Comparing unit performance against a shared standard, e.g. allocated risk-based capital.

(v) The equitable allocation of Group overhead expenses to operating units.

(vi) The corollary effect of financial performance on customer satisfaction and team member
motivation (as determined from surveys).

(vii)  The implications of segmented financial performance on business line and geographic
strategies.

Business Acquisitions

Policy Formulation - A policy must be maintained to deal with matters of acquisitions (divestitures
and disposals).

Roles and Responsibilities - The acquisition strategy is a function of the Company’s vision (its
ultimate realization) and its strategic objective (an intermediate threshold for realizing the vision),
both of which emanate from a Board-management consensus based on discussion, reasoning and
debate. The acquisition strategy is proposed by management, discussed and debated with the Board
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and finally approved by the Board. Specific acquisition proposals are developed by management and
presented to the Board for its approval.

62.5.3  Acquisition Criteria - These form part of the Acquisition Strategy and are agreed upon between
management and the Board. They attach some level of precision to the search for eligible prospects.
Some items to consider in the criteria are:

(i)  Risk profile

(i)  Stabilized investment return over stated period (in relation to cost of capital)

(iii)  Geographic focus and concentration

(iv)  Acquisition size

(v)  Product focus

(vii) Public/private ownership

(viii) Technology competence

(ix)  Operations strength

(X)  Retail Network

(xi) Brand presence

(xii) Regulatory and legal fitness

(xiii) Quality of Management

(xiv) Due diligence requirements

6.25.4 Management Documentation for Directors to Propose an Acquisition - Management is to
prepare and send to directors at least five business days prior to the Board meeting information as

follows:

0] A one-page board summary acquisition proposal to include the following information:

(@)
(b)
(©
(d)

(€)
()
(@)

Group vision and strategic objective (previously agreed with Board).
Acquisition Strategy (previously agreed with Board).
Acquisition Proposal.

Long Term Advantages of the Acquisition, showing how the strategy fits (or does
not fit) with the Acquisition Criteria and Company’s long-term goals.

Impact on capital and regulatory risk ratios.
Risks to the Acquisition.

Acquisition Financing Strategy.

(i) Detailed Acquisition Proposal (if available)

(iii) The nature, extent and depth of due diligence to be performed, when applicable.

(iv) Name of person directors can contact for clarifications.
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6.25.5

6.2.5.6

6.2.5.7

6.2.5.8

Directors Review of Information - Directors are to critically review the information prior to Board
meeting and obtain their clarifications from management ahead of meeting date.

Management Presentation to the Board - Management makes its formal presentation to the Board,
communicating the essence of the deal to keep it in its strategic perspective. Directors should engage
management in active discussion, questioning management’s assumptions, analysis, reasoning and
conclusions. In particular, directors should be satisfied with the answers given to questions such as:
() Does the acquisition fit in with the Company’s long-term strategy?

(i) What synergies can be exploited with this acquisition to benefit the Company and its
subsidiaries, e.g. rationalizing Group operating cost, technology, distribution network?

(ili) ~ What due diligence requirements need to be performed to obtain needed assurances?

(iv)  What operating risks does the prospect appear to have and how will these be mitigated once
the company is acquired?

(V) Does SGJ have the operating infrastructure of leadership, management, technology, process,
and internal controls to absorb and lead the new company?

(vi)  How will the new company be integrated into SGJ?

(vii)  What will keep key team members from leaving the company once it is acquired?

Ongoing Communication between Management and Board - The acquisition decision-making
process is likely to be a prolonged one. However, the fundamentals of the communication process
between management and Board should always be the same, i.e. management prepares and
disseminates to directors one-page Board Summaries at least 5 business days before Board meeting,
makes a presentation to the Board of the key elements of the transaction and engages directors in
discussion and debate about the merits of the deal.

Making the Acquisition Decision - If the Board supports the acquisition idea, management will
develop and deliver to the Board at least five business days before meeting the following information:

0] All-in acquisition costs, including transaction and start-up costs.
(i) Financing details for the acquisition.
(iii)  Latest 3-year audited financial statements for the entity (with Board Summary).

(iv)  Strategy for managing the acquisition, including management retention/release, marketing,
cost management, product distribution, branding.

(v) A three-year financial projection of balance sheet, income statement, cash flow statements
and planning assumptions.

(vi)  Risks to the financial projections and how they will be mitigated.
(vii)  Due diligence reports.

(viii)  Advisory and investment banker advice on the acquisition proposal.
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6.2.6 Enterprise Risks

6.2.6.1

6.2.6.2

6.2.6.3

6.2.6.4

6.2.6.5

Policy Formulation - A policy must be maintained to address the matter of managing (identifying,
assessing, evaluating, measuring, responding and monitoring) the Company’s inherent enterprise
risks. The Board approves such policy.

Role and Responsibilities - It is management’s responsibility to identify and decide the enterprise’s
inherent risks and to develop directors’ awareness of these risks. Directors’ responsibility is to
comprehend Company risks, constructively challenge the risks, and apply their knowledge in
decision-making. It is in the Company’s best interests that management spends the time and effort
in helping directors acquire a working understanding of the Company’s major risks.

Management Documentation - Management will annually provide the Board information on the
Company’s inherent risks along the following lines:

(1) Annual timing - the exercise will be done prior to the formulation of the Company’s Strategic
Plan, as the information about risks will assist strategic deliberations.

(i) Event timing - the material is to be presented to the Board at least five business days prior to
Board meeting date to review the risks.

(iii)  Information content - the information shall be communicated in a one-page Board Summary
and will include the following:

@) A listing of the key inherent risks to which the Company is exposed.

(b) A judgmental rating attached to each inherent risk of the probability of its
occurrence, the likely business impact if the risk did materialize, and the quantity
of risk (combination of these two assessments).

(©) A judgmental rating of management’s best guess of the quality of internal controls
relating to each inherent risk.

(d) A residual risk rating of each inherent risk, obtained by cross-tabulating the quantity
of risk with the control effectiveness rating.

(e) A commentary section which explains the threatening nature of the risk in the
Company’s operation, the depth and extent of the comments being commensurate
with the quantity and complexity of the risk and the need for control improvements.

(iv)  The information in the paragraph above is to be gathered through a consensus process
involving business and functional heads, as well as the Chief Internal Auditor, to achieve a
credible Group perspective.

(v) The ratings should use an intuitively uncomplicated scale, such as high, medium and low.

Director Review of Information - Directors are to review the risk information with a view to
understanding it prior to attending the Board meeting.

Management Presentation to the Board - Management will make a detailed presentation to the
Board explaining the nature of the Company’s key risks, and the main mechanisms for managing
them, assessing control effectiveness and reporting to the Board. Directors may pursue questions
such as:

Q) How effective is policy for regulating internal risk management behaviour?

(i) What is the Company’s risk appetite with respect to the level of overall exposure for a given
risk?
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6.2.6.6

6.2.6.7

6.2.7

6.2.7.1

6.2.7.2

6.2.7.3

6.2.7.4

(ili)  What risk tolerances have been implemented for controlling specific exposure?

(iv)  What are the key mechanisms of control actually implemented for managing risk?

(V) How competent are the people in charge of managing the respective risks?

(vi)  What measures are in place for judging whether a particular risk is effectively managed?

(vii)  How credible are management’s ratings for control effectiveness and how and when will
management have objective assurance that risk management controls are working reasonably
well?

(viii) How does management intend to keep the Board informed as to how well risks are managed?

(ix)  What kind of provisioning should management make for the likelihood of unforeseen losses?

(x) What contingency plans are in place for disaster recovery or business continuity of
operations?

(xi)  Is risk managed on a transactional basis or is it subject to an enterprise-wide discipline that
cuts across organizational boundaries and processes?

(xii)  Have policies been written to guide the management of specific risks?
(xiii)  What role does the impact of risks have on strategic plan formulation?

(xiv) What provisions are made to ensure Internal Audit’s annual audit schedule is aligned to the
corporate profile of inherent risks and control effectiveness?

Directors’ Understanding of Risk - The meeting should end with directors having a clear
understanding of the nature of the Company’s inherent risks, management’s efforts for managing
risk, and the manner in which the Board will be informed as to how effectively risk is managed. The
Board should also obtain from management a schedule of the measures it proposes to use for
assessing control effectiveness.

Risk Update - Management will update the board on a timely basis if and when the enterprise risk
profile changes materially due to intervening events.

Capital Expenditure

Policy Formulation - A policy must be maintained to address the matter of developing capital
expenditure proposals for approval. The Board approves such policy. Including hurdle rate,
acquisition program for the year, dividend policy, rate of return, ratios.

Capital Expenditure Strategy and Program - This should be articulated in the Strategic Plan in
terms of a 3-5-year plan, identifying hurdle rates, rates of return, financing strategy, dividend policy,
etc. as the case may be.

Budget Appropriation - Amounts to be spent over the business planning period must be aligned to
the Capital Expenditure Strategy and Program. (This process only deals with amounts lying within
the Board’s reserved powers.)

Roles and Responsibilities - Management’s responsibility is to formulate the capital expenditure
proposal and the Board’s role is to review and approve it (assuming approval for the specific amount
lies within the Board’s reserved powers). The Board however, must understand the nature of the
commitment and decide on its own if the investment is cost-justified.
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6.2.7.5

6.2.7.6

6.2.7.7

6.2.8

6.2.8.1

6.2.8.2

6.2.8.3

6.2.8.4

Management Documentation - Management will prepare and submit to the Board at least five
business days prior to the meeting a one-page Board Summary containing information such as the
following:

() Project purpose.
(i) Project description - include cost, scale, duration, components, and project management.

(iii)  Project benefits — what is to be gained; what will change; how does the expenditure justify
the costs; what is the bottom line impact of the investment.

(iv)  Project risks and controls — what could go wrong with the project and what specific controls
are to be put in place to mitigate costs and to achieve planned outcomes.

(V) Board reporting — a schedule to report project progress to the Board.

(vi)  Director contact information — identity of individual who directors should contact to have
their questions answered.

Director Review of Information - Directors are to review management’s Board Summary and
prepare themselves for meaningful discussion with management on the matter on Board meeting
day. In the event directors have questions arising from the Board Summary, they are expected to
contact management to have them cleared up.

Management Presentation to the Board - Management makes a detailed presentation to the Board
along the lines contained in the Board Summary, underscoring the value of the project to the
Company and project management controls. Directors are to satisfy themselves with the need for the
project, its cost-benefit features, project management controls, and obtaining progress reports.

Investments

Policy Formulation - The requirements in this guidance must be supported by provisions contained
within a Group Investment Policy, or similar policies, duly approved by SGJ’s Risk Management
Committee (in this Section 6.2.8 referred to as “the Committee™).

Business Approach - The investment information presented to the Committee must be provided in
form and substance that address key risks inherent in the exposure. This guidance uses a three-
dimensional assessment approach to judge overall investment risk: assessment of the counterparty
inherent risk; assessment of transaction (or instrument) risks and applying portfolio limits.
Measurement of risk in this approach disaggregates inherent counterparty risk from the transaction
risk itself to achieve a higher level of granularity for seeing and responding to investment risk.

Roles and Responsibilities - Management’s responsibility is to ensure the investment proposal is
sound, meets profitability requirements, is aligned to Sagicor’s risk appetite and portfolio
requirements, and has been subjected to appropriate sign-offs within the Company. The Committee
reviews transactions (and may approve them) on the presumption that Management has conducted a
thorough assessment of the transaction and recommends it to the Board without reservation.

Management Approvals - Prior to reaching the Committee for approval, the transaction must
receive the following sequence of approvals, which must be evidenced in the documentation
presented to the Committee (this constitutes minimum approvals and a higher standard may apply):

Q) Entity Risk Management — Within the originating entity, local Risk Management reviews

and approves the deal recommended to it by Business Originators (by applying critical risk
analysis, ensuring proper due diligence is performed on key assertions, and that the
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6.2.8.5

(i)

(iii)

(iv)

v)

transaction complies with policy. It is presumed that all Sagicor entities are applying standard
risk assessment methodology governed by written policy.)

Entity Management Investment Committee — Internal entity approval by a committee
whose membership and operation complies with a Group standard established by policy.
The Committee reviews risk/reward alignment, transaction soundness, policy compliance,
asset/liability alignment, and portfolio fit.

Entity Board Investment and Risk Committee - This step presumes that this is the current
practice.

Group Risk Management — Assessment and acceptance independent of the Business Unit
(to achieve a more objective assessment of transaction soundness, policy compliance,
asset/liability alignment, and portfolio fit at Group level).

Group Management Investment Committee — A management committee chaired by
Group CEO that looks at the transaction from a variety of perspectives, including actuarial,
asset/liability matching, portfolio, accounting and tax.

Investment Origination - Every request by Management for Board approval of an investment
transaction must be accompanied by the original document used for obtaining successive approvals
within Management (for example, the Investment Origination Request (“IOR™)). The Board requires
the following minimum information to be included in every IOR.

(i)

Demographic Information - In addition to routine transaction information on the IOR face
page, include the following:

@) Counterparty Connection — Name of the business group to which the Counterparty
belongs, if any. (Adding this perspective contributes to understanding overall
counterparty financial strength, e.g. a potential investor will want to take into
account the financial soundness of Sagicor Group Jamaica when considering the
ultimate financial strength of the subsidiary

(b) Counterparty Current Exposure — Show all current exposure to Sagicor Group.
(©) Connection Current Exposure — Include all current exposure to Sagicor Group.

(d) Counterparty Risk Rating (CRR) - This is a relative measure of the of the
counterparty’s inherent riskiness:

i. Show a rating from an approved source (e.g. Moody’s, S&P, Fitch, A.M
Best, Caribbean Rating Service) if available but it is not sufficient to rely
blindly on this rating and a proper analysis must be done on the
counterparty along the lines described below when there is no external
rating. The IOR and the approval request must follow the same procedure
as outlined below when no external rating is available. If the external rating
needs to be modified upwards or downwards, provide supporting rationale.

ii.  Where no external rating is available, perform a risk assessment as
explained below.

(e) Connection Risk Rating - This is a relative measure of the Connection’s inherent
riskiness. Use both internal and external ratings, if available. If no rating is
obtainable, leave this section blank but comment as required in the body of the
Investment Origination.

j] Transaction Risk — A measure of funds recoverability (see below).
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(i)

(iii)

Collateral Security, Covenants, Conditions, etc. - Show current values in brackets for any
quantity that is (required to be) expressed and whose value is to be monitored or is exposed
to change. For example, if a first mortgage of $3,000,000 will be taken on a property, show
the property’s estimated market value, the dollar amount of other encumbrances on property
title, and the unencumbered value of the property. Or, if a debt/equity ratio requirement is
called for, show also the actual ratio at last financial statement assessment.

Risk Assessment - The section comprises three parts, (a) Counterparty Risk Assessment, (b)
Transaction Risk Assessment and (c) Connection Risk Assessment:

(@)

(b)

Counterparty Risk: Arrive at an overall CRR by conducting a detailed risk
assessment that takes into account structural features that characterize inherent risk,
such as the following:
i. Country risk
ii. Industry risk
iii.  Competitive position
iv.  Operational stability
2 Cash flow generation
vi.  Balance-sheet strength
vii.  Access to external source of funds
(A numerical scale from say, 1 to 10, can be used to attribute degrees of risk
(reflecting probability of counterparty default), e.g. 1 means very low probability
of default and 10 means certainty of default.)
Transaction Risk: This is a measure of the degree to which funds could be recovered
from the transaction or instrument in the event of counterparty default or market
deterioration, as applicable. The measure is expressed as a percentage of recovery.
(In making this judgment, consider that in distress situations, certain (collateral)
asset values tend to shrink, e.g. receivables.)
Conduct a risk assessment by first identifying the key risks in the transaction and
discuss what steps will be taken internally to manage these risks (which is different
from a discussion of how the market may or not impact these risks.) Raise headings
for each risk and in particular, discuss as applicable:
i. Investment liquidity

ii. Credit risk

iii. Interest rate risk

iv. Market risk

v.  Currency risk

vi. Funding

vii. Loss provision
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6.2.8.6

6.2.8.7

(iv)

v)

Specifically, discuss whether risk exposures will be hedged, insured, or assumed,
as the case may be.

(c) Connection Risk: Discuss the underlying parent or connection risk, identifying
whether or not a guarantee, letter of comfort or any other commitment has been
obtained for the subject exposure. Report on whether the riskiness of the connection
enhances or detracts from the subject counterparty risk rating.

Transaction Profitability - Calculate the transaction profitability and compare to target or
plan, after taking into account funding cost (real or notional), the economic cost of capital,
the notional loss provision, overhead costs, and operating costs. Annualize the return if front-
end fees are obtained and express the profitability in terms of “Return on Risk-Adjusted
Capital”.

Portfolio Compliance - Identify each portfolio limit applicable to this transaction (as
articulated in policy) and confirm that the limit has not been exceeded. This may be done by
the use of a table in which calculated values are reported to illustrate compliance.

Investment Origination Board Summary —

(i)

(i)

(iii)

Every IOR must be accompanied by its Investment Origination Board Summary, a covering
page intended for Board enlightenment. The purpose of this document is to enable Directors
to easily “see” the entirety of the deal and to form quick insights or raise in their mind
constructive questions that they can follow-up in corresponding sections in the detailed
Investment Origination Request. The Summary is a distillation of the detailed Investment
Origination and not a downscaled model of it.

The Summary is not literally a “summary” of the detailed Investment Origination Request
but is more a set of conclusions or impressions concerning the acceptability of the deal from
a risk perspective. While the IOR is generally presented in the form of an argument regarding
the pros and cons of the deal, the Summary contains the key outcome of these discussions.
Directors generally, are less concerned with “proving” management assertions than they are
with obtaining assertions that key risks in the deal are properly recognized and effectively
dealt with.

An example of a Summary is provided below for securities that are essentially credit risk
denominated with borrowing obligants, e.g. loans, bonds, loan participation, underwriting,
and commercial mortgages (see below). Marketable securities and cash placements will
require a lesser format but the approach will essentially be the same, i.e. identifying risks
relating to the issuer or counterparty, the transaction, and the portfolio and providing
assurance that these risks will be effectively addressed.

The Board Summary Content for Loans, Bonds, Underwriting, Participations, and Commercial
Mortgages is set out in Appendix 6.
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Part 7

PERFORMANCE AND ACCOUNTABILITY

7.1

BOARD

7.1.1 Corporate Governance Performance Evaluation

7111

7112

Objective - The practice of corporate governance in Sagicor Group Jamaica will be evaluated
annually for the purpose of:

(i)

(i)

establishing accountability in individuals for the effective performance of corporate
governance;

providing a formal opportunity to refresh our awareness of the critical elements of
governance.

Background

(i)

(i)

While it is the collective Board that is accountable for its decisions, the dynamic of decision-
making is actually affected by individuals who respectively resolve what shall be decided
upon, control (or do not control) the communication process, control information required
for informed decision-making, and control their own participation. No one person may be
accountable for board decisions, but individuals are accountable for their specific inputs into
the governance process-chain that spans from agenda preparation for the start of a meeting
right through to the confirmation of minutes pertaining to that meeting.

For the reason explained above, the corporate governance performance evaluation focuses
on processes versus outcomes for the purpose of isolating players who control the
effectiveness of corporate governance so as to attribute to them the accountability they
attract. This is a pre-requisite for implementing a performance monitoring system to identify
opportunities for improving the practice of corporate governance.

7.1.2 Participants Evaluated

7.12.1

The evaluation focuses on individuals rather than processes or activities in order to detect and assign
accountability. The people doing the evaluation will be limited to directors though management
officers may be asked separately for their inputs. The key players responsible for the machinery of
corporate governance are:

(i)

(iii)

Collective Board - The assessment is concerned with structure and process outcomes, which
are kept small in number so as to focus on processes (relating to key outcomes) and on
individuals responsible for the processes.

Board Chairman - As driver of the corporate governance machinery, the Chairman is
responsible for deciding through the agenda, where governance will be emphasized and
through leadership in the boardroom, the quality of review and decision-making. For this
reason, a large component of the evaluation of corporate governance practice is focused on
the Chairman and not on the impersonal board.
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(iv)

v)

(vi)

(vii)

(viii)

Committee Chairman - Much of the directors’ work is done within Committees, which
operates like a mini-board. Issues of agenda content, independence, leadership and decision-
making have a strong bearing on governance success.

Individual Directors - The most critical element in the whole governance process is the
commitment, energy and ability of the individual director to deliver entrepreneurial
leadership. The survey delves into issues related thereto.

President and CEO - Evaluation is on this director as the lynchpin between board and
management and in relation to the board’s high degree of dependency on him.

Management: (Excluding the President/CEO and the Corporate Secretary) -
Management provides much of the material that is the subject of Board review and decision-
making. The timeliness and sufficiency of the information provided by management and
their overall support for the work of the Board is critical to successful governance.

Corporate Secretary - This officer is the facilitator for ensuring the running and
maintenance of the machinery of corporate governance.

7.1.3 Methodology

7.13.1

7.13.2

In conducting the performance evaluation, some important tenets should be kept in mind:

(i)

(i)

(iii)

(iv)
v)

(vi)

(vii)

The questionnaire must be directly aligned to the Company’s corporate governance policy
and cover all its important requirements.

The survey is not to be fragmented into separate evaluation of participants over time, as this
could reduce the likelihood of achieving consistency of response.

The survey should be seen as a positive exercise for finding opportunities for improving the
practice of corporate governance.

The utility of the survey is enhanced with director peer-assessments.

The objectivity and quality of the survey is increased through the use of outside expertise to
run it.

Feedback delivered in a constructive way to directors and others will contribute significantly
to improving individual commitment and performance.

Collective commitment is best assured through a group focus session that endeavours to
resolve deficiencies in the practice of governance.

Practical Application of Methodology

(i)

(i)

Project Responsibility - The Corporate Secretary, under the direction of the Corporate
Governance and Ethics Committee, is responsible for managing the project.

Questionnaire Design -

€] The questionnaire must be directly aligned to the Company’s corporate governance
policy and cover all its important requirements.

(b) The questionnaire is designed in Excel to facilitate easy processing of participant
responses.
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©

(d)

(€

®

It is an integrated survey intended to be fully completed by each director in one
sitting. This encourages the director to take a holistic and simultaneous view of the
situation in responding to questions.

The questions are put in positive form, i.e. they encourage thinking in terms of
improvements versus deficiencies, ineffectiveness, etc.

Directors individually perform self-evaluation as well as evaluation of their peers.
In the first year however, they rate the other directors in aggregate only to establish
a basis of comparison (and objectivity) while allowing for a period of director
adjustment to the Company’s corporate governance policy requirements.

The questionnaire in most respects is designed to provide self-evident opportunities
for improvement and does not require narrative explanations for each response. The
intent is to follow-up the survey with a meeting of directors to work out solutions
and reach consensus on specific high-impact issues.

(iii)  Questionnaire Follow-up Interviews - Follow-up interviews are required in cases where
directors’ response begs elaboration. These interviews are also useful for discovering candid
and relevant information which may not emerge in an open meeting.

(iv)  Response Analysis and Reporting - With the use of Excel, the Consultant will input and
analyse the response data, discern response patterns, make observations and write a report
accordingly to the Chairman of the Corporate Governance and Ethics Committee on each of
the seven components of the questionnaire (and copied to the Board Chairman and the
President/CEO). The Consultant will also include recommendations for behaviour changes
as appropriate and make a presentation to the Committee on the overall results of the survey.

(V) Performance Evaluation and Discussions - The people involved with giving feedback to
survey participants are as follows:

Participant Leader of Review Other Reviewers
Board Chairman Chairman, CG&E Committee e Other CG&E Cttee.
Members

e President and CEO
Committee Chairmen Board Chairman e Chairman, CG&E Cttee.

e President and CEO
Individual Directors Board Chairman e Chairman, CG&E Cttee.

e President and CEO
President and CEO Board Chairman e Chairman, CG&E Cttee.
Corporate Secretary Board Chairman e Chairman, CG&E Cttee.

e President and CEO
Senior Management (3-5 | Board Chairman e Chairmen of the four board
Officers + Pres. & CEOQ) Committees

(vi)  Delivery of Feedback - The following rules apply to delivering feedback:

(@)
(b)
(©)
(d)

O

All feedback is to be done face-to-face.
Follow the sequence above, i.e. Chairmen first and directors before management.
All sessions are to include the Corporate Secretary for keeping records.

The individual director response of the Board Chairman and Committee Chairmen
will also be taken into account when their leadership roles are discussed.

Reviews are to be constructive and must focus on improvements, except where
deficiencies are consistent over time and consequences need to be discussed.
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(vii)

(viii)

f Members of the review team are to meet and discuss their approach among
themselves prior to meeting with the participant.

(9) Each session should end with a commitment from the participant as to what specific
improvements will be made.

(h) The Corporate Secretary is to record the areas of improvement discussed and the
commitments given by the participant. A document setting out this information is
to be sent to the participant after the meeting and signed by the review leader.

Director Focus Group - For the purpose of developing sound and consensus-based solutions
for improving corporate governance structures and processes, the Consultant will lead a
focus-group session with directors, beginning with a presentation of the overall survey
results. The exercise should reinforce ownership of and commitment to the practice of good
governance and provide useful feedback for improving the system of governance.

Updating Corporate Governance Manual - To the extent that the Manual needs updating
following survey feedback, this will be attended to by the Corporate Secretary, who will
communicate changes to other constituents across the Group.

7.1.4 Use of Survey Results

7141

Survey results are to be used proactively for the following purposes:

()
(i)
(iii)

To provide constructive feedback to each of the participants for improving performance.
To identify opportunities for updating corporate governance structure and processes.

To assess director performance for deciding whether a director will be re-nominated for
election, or in the interim, whether the director should be asked to resign.

7.1.5 Responsibility

7.15.1

Corporate governance performance evaluation is the responsibility of the Corporate Governance and
Ethics Committee, which delegates responsibility to the Corporate Secretary for its administration.

7.1.6 Performance Evaluation Questionnaire

7.16.1

The Director Performance Evaluation Questionnaire is contained in Appendix 4.

7.1.7 Director Evaluation for Re-nomination

7111

The process for the re-election of existing Directors is set out in the Director Nomination Process
contained in the Appendix to the Corporate Governance and Et