TXCHAY,
o Ge
55
* GHANR®

‘Ensuring Investor Protection’

WRITIES
5
SsiWn®

o
&w

SECURITIES AND EXCHANGE COMMISSION
SECURITIES INDUSTRY (CREDIT RATING AGENCIES) GUIDELINES 2021

SEC/GUI/XXX/XX/2021

ARRANGEMENT OF GUIDELINES

PREAMBLE

PART ONE: PRELIMINARY

1.  Application

2. Licensing

3. Corporate governance

4. The adoption of a code of conduct

PART TWO: THE QUALITY AND INTEGRITY OF THE RATING PROCESS
5. The quality of the rating process

6. Monitoring and updating

7. Integrity of the rating process

PART THREE: AVOIDING CONFLICTS OF INTEREST
8. Independence of the rating process

9. Conflicts of interest

PART FOUR: DISCLOSURES

10. Disclosure of Ratings

11. Disclosure of methodologies and assumptions
12. Reporting to the Commission

PART FIVE: MISCELLANEOUS

13. Structured financial products

14. Confidential information

15. Transition



16. Interpretation

N




SECURITIES INDUSTRY (CREDIT RATING AGENCIES) GUIDELINES 2021

PREAMBLE

In the exercise of the powers conferred on the Commission by Section 209 of the Securities
Industry Act 2016, (Act 929), these Guidelines are made this XXX day of XXXX 2021.
PART ONE: PRELIMINARY

1.  Application

(1) These Guidelines apply to Credit Rating Agencies (CRAS).

(2) Exceptas provided in subsection (3), all provisions in these guidelines are mandatory for
all CRAs

(3) Where a foreign company that is licensed as a CRA in another country wishes to issue
ratings for Ghanaian securities and/or entities, and the Commission is satisfied that:

(i) the foreign company has established a branch or subsidiary in Ghana;

(if) the group as a whole is subject to external regulation that imposes appropriate
standards on the operation of the CRA,;

(iii) those standards are followed by the branch or subsidiary in Ghana; andadequately
enforced by the home regulator;

the Commission may exempt the CRA from specified provisions in the Licensing
Guidelines, the Conduct of Business Guidelines, and these Credit Rating Agency
Guidelines. The Commission may withdraw or vary the exemption where the conditions
are not being satisfied and must give notice to the CRA.

2. Licensing
(1) An applicant for a licence as a CRA shall, in addition to the criteria in the Securities

Industry Licensing Guidelines, satisfy the Commission that:

(@) at least half of the directors of the CRA have experience and qualifications
relevant to credit rating and analysis; and

(b) all of the members of the Rating Committee shall have experience and
qualifications relevant to credit rating and analysis.

(2) Any person who is engaged by the CRA to:
(@ conduct the analysis necessary to make credit ratings;
(b) take decisions about the credit ratings that will be published; or
(c) engage with issuers, investors or the public on the subject of credit ratings;

shall be required to hold a licence as a representative of a CRA under Section 109(2) of
the Act.

(3) An applicant for a licence as a representative shall, in addition to the criteria in the
Licensing Guidelines, satisfy the Commission that he or she has relevant experience in
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credit rating and analysis. The applicant may be required to complete a course
approved by the Commission.

Corporate governance

In addition to the requirements in Guideline 6 of the Conduct of Business Guidelines, at
least two thirds of the directors shall be ordinarily resident in Ghana.

If the Government is the majority shareholder, all government appointed directors shall
be independent non-executive directors within the terms of the Conduct of Business
Guidelines.

In addition to the requirements in Guideline 9 of the Conduct of Business Guidelines, a
CRA shall form a Ratings Committee.

The functions of the Ratings Committee will be to:

(@) review the work of rating analysts;

(b) make final decisions on the ratings to be issued by the CRA;
(c) determine the methodologies to be used by the CRA,;

(d) review the methodologies no less frequently than every year, unless the CRA
obtains the agreement of the SEC to defer such a review

(e) review the ratings and transition report (when published).

The Ratings Committee shall consist of at least three people, all of whom shall have
relevant qualifications and experience in credit rating and analysis.

A CRA shall have a documented procedure for appointing members of the Ratings
Committee. The procedure shall follow the principles described in Guideline 10(2) of
the Conduct of Business Guidelines. A CRA shall adopt procedures designed to ensure
that each person appointed to the Rating Committee is a fit and proper person for that
position.

When making appointments to the Ratings Committee, the CRA shall have regard to
the need to avoid conflicts of interest in accordance with Section 9 of these Guidelines.
Where the nature of previous or current associations are such that there may be a
reasonable perception of improper influence on the rating process, the appointment
should not be made.

A CRA shall inform the Commission of any change in the composition of the Ratings
Committee within 14 days of such a change. The CRA shall explain the nature of the
change and the reasons for it. A member of the Ratings Committee shall be licensed as
a Representative by the Commission before appointed to the Committee.

In addition to the functions described in Guideline 9 of the Conduct of Business
Guidelines , the Audit Committee shall report annually to the Board on the
effectiveness of the arrangements for avoiding and mitigating conflicts of interest that
may affect the integrity of the rating process. The Audit Committee shall include in
such a review, any dealings between the CRA and related parties. The Board, having
reviewed the report, shall submit it to the Commission together with any proposals they
may have for action resulting from the report.

Credit Rating Agencies shall develop for inspection by the Commission, in addition to
any other reporting requirements as stipulated in these Guidelines or in the Conduct of
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Business Guidelines , standing policies which shall be reviewed periodically in respect
of the following;

(@ Rating withdrawal and suspension

(b) Unsolicited rating

(c) Rating fees

(d) Rating appeal process

() Rating announcement

(f)  Treatment of confidential information

(g) Personal investment and proprietary trading of the CRA
(h)  The treatment of defaults

(i) Rating surveillance policy and process

A licensed CRA shall have the requisite professionals to perform the functions of a
CRA efficiently, fairly and with integrity

(@) When implementing the provisions of Guideline 16 of the Conduct of Business
Guidelines , A CRA shall ensure that the people it recruits have the necessary skills
and the training it provides are appropriate for the delivery of high quality
independent, objective and credible rating opinions.

(b) The subject matter covered by the training should be relevant to the employee’s
responsibilities and should include , as applicable,

(1) the CRA’s code of conduct,
(i1) the CRA’s credit rating methodologies,
(111) the laws governing the CRA’s credit rating activities,

(iv) the CRA’s policies, procedures, and controls for managing conflicts of interest
and governing the holding and transacting in trading instruments,

(v) and the CRA’s policies and procedures for handling confidential and/or
material non-public information.

A CRA shall disclose the names of its directors, senior management and members of
the Ratings Committee. It shall also disclose in its annual report, the percentage
shareholding of significant shareholders. This disclosure shall be made annually, by
allocating the significant shareholders to ranges of no more than 10% (20% to 30%,
31% to 40%, 41% to 50% etc.).

The adoption of a code of conduct

The internal controls required by Guideline 12 of the Conduct of Business Guidelines
shall include a code of conduct that gives full effect to these guidelines and to the
IOSCO Code of Conduct. Where there are provisions in these guidelines that are more
stringent than the provisions in the IOSCO Code of Conduct, the guidelines shall take
precedence.

When amendments to these guidelines are issued by the Commission, a CRA shall
amend its code of conduct to give full effect to those amendments, within a time period
to be specified by the Commission.
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Where IOSCO publishes any amendments to that Code of Conduct, the Commission
may inform all CRAs that an amendment has been made. A CRA shall give full effect
to all such revisions within one year of being informed by the Commission.

A CRA shall publish its code of conduct on its web site.

PART TWO: THE QUALITY AND INTEGRITY OF THE RATING PROCESS
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The quality of the rating process

A CRA shall establish, maintain, document, and enforce a credit rating methodology
for each class of entity or obligation for which the CRA issues credit ratings. Each
credit rating methodology shall be rigorous, capable of being applied consistently, and,
where possible, result in credit ratings that can be subjected to some form of objective
validation based on historical experience.

For each rating action, a CRA shall use the methodology adopted for that category of
rating and shall use the methodology consistently across all entities and securities for
which the methodology is used.

A CRA shall avoid issuing any credit ratings that contain misrepresentations or are
otherwise misleading as to the general creditworthiness of the rating target.

A CRA shall publish and take full responsibility for all its ratings in its own name and
not in the name of any individual rating analyst or other employee.

A CRA shall ensure that credit ratings reflect all reliable information available to, and
believed to be relevant by, the CRA, consistent with the applicable methodology that is
in effect. A CRA shall establish, maintain, document and enforce policies, procedures
and controls to ensure that all relevant available information is obtained, that the
information is reliable and that credit ratings and related reports it disseminates are
based on a thorough analysis of all such information.

A CRA shall ensure that the information it uses in assigning a rating is sufficient,
particularly in terms of scope and reliability, to support a credible rating. A CRA shall
refrain from assigning a rating, and shall ensure that any existing rating is withdrawn,
where the CRA does not have sufficient reliable information to support a credible
rating. Where the rating involves a type of financial product presenting limited
historical data (such as an innovative financial vehicle), the CRA shall make clear, in a
prominent place within the rating report, the limitations of the rating.

A CRA shall ensure that it has, and devotes, sufficient knowledge, expertise and
resources to carry out high-quality credit ratings of each of its rating targets. When
deciding whether to rate or continue rating a rating target, it shall assess whether it is
able to devote sufficient skilled resources. A CRA shall not accept an engagement to
issue a rating, shall not continue to rate a target and shall not issue an unsolicited rating
unless it is satisfied that it has sufficient knowledge, expertise and other resources to do
S0.

When recruiting or appointing rating analysts, in accordance with Guideline 16 of the
Conduct of Business Guidelines , a CRA shall employ staff who, individually or
collectively, have appropriate knowledge and experience in developing credit ratings of
the kind prepared by the CRA. Rating analysts shall be trained to apply a given
methodology in a consistent manner, as determined by the CRA.
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For each rating action, a CRA shall assign staff who individually or collectively, have
appropriate knowledge and experience in developing a credit rating of the type of
entity or obligation being rated.

A CRA shall ensure that its facilities, including information technology, premises,
availability of records and environment are sufficient to enable a credit rating to be
assigned.

A CRA shall structure its rating teams to promote continuity and avoid bias in the
rating process. Where practicable, in view of a CRA’s staffing resources,
representatives who are involved in the rating process shall be subject to an appropriate
rotation mechanism which shall provide for gradual change in rating teams. For
example, in seeking to balance the objectives of continuity and bias avoidance, a CRA
could assign a team of analysts to participate in determining the credit rating — some for
whom the rated entity or obligation is within their area of primary analytical
responsibility and others, different areas of primary analytical responsibility.

A CRA shall not issue a rating unless it has been approved by the Ratings Committee.

A CRA shall invite the Ratings Committee, or a separate group consisting of senior
staff members with appropriate experience, to review the feasibility of providing a
credit rating for a type of entity or obligation that is materially different from the
entities or obligations the CRA currently rates.

The Ratings Committee shall undertake a rigorous and formal review, no less
frequently than annually, of

(@) the methodologies and models, and significant changes to the methodologies and
models, it uses, and

(b) the adequacy and effectiveness of its systems and internal control mechanisms.

The findings of any such review should be comprehensively recorded in a written
report, a copy of which shall be provided to the Commission forthwith upon its
completion. A CRA shall take appropriate measures to address any deficiencies
identified during the course of any such review.

When the Ratings Committee conducts a review of ratings methodologies, it may seek
the assistance of skilled staff or consultants, save that those undertaking the review
should not be the same people as those who constructed the methodology originally.

When the CRA makes a material change to its methodology or assumptions, it should
identify all the ratings that might be affected by the change and review them within six
months. Disclosures should be made according to Guidelines 10 and 11.

A CRA may issue unsolicited ratings, provided that it abides by the provisions in these
guidelines regarding such ratings. The obligations defined in these guidelines apply to
unsolicited ratings as they do to all other ratings.

A CRA shall keep records properly and in line with all applicable statutory
requirements, including the provisions of the Act and Guideline 27 of the Conduct of
Business Guidelines . Proper record keeping includes maintaining records to support
credit ratings prepared by a CRA and enable the rating process to be reconstructed. The
records shall be sufficient to permit internal audit, compliance, and quality control
functions to review past credit rating actions in order to carry out the responsibilities of
those functions. These shall include but not be limited to minutes or summary of
discussions during the rating process, minutes of the decision of Rating Committee and
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the rating model used. The seven year record keeping requirement in Guideline 27 of
the Conduct of Business Guidelines shall commence at the time the CRA ceases to rate
a security.

A CRA shall clearly define a given rating symbol and apply it in a consistent manner
for all types of securities to which that symbol is assigned.

Monitoring and updating

A CRA shall ensure that adequate personnel and financial resources are allocated to
monitoring and updating its ratings. Except for a credit rating that clearly indicates it
does not entail ongoing surveillance, once a rating is published, the CRA shall monitor,
on an ongoing basis, and update the rating by:

(@) reviewing, no less frequently than annually, the rating target’s creditworthiness;

(b) conducting sufficient monitoring of the securities and issuers, including, where
appropriate, engaging with the issuers to satisfy itself that it is informed in a
timely manner of any material information affecting the rating of the securities;

(c) initiating a review of the status of a rating upon becoming aware of any
information that might reasonably be expected to result in the rating requiring
revision or termination, consistent with the methodology;

(d) reviewing the impact of and applying a change in the credit rating methodologies,
models or key rating assumptions on the relevant credit ratings within a
reasonable period of time;

(e) placing a security on a rating watch and then setting and abiding by a time by
which a rating will be revised (which shall be no longer than six months, once a
review has commenced); and

(f)  revising the rating according to all material available information at the time of
the review.

Subsequent monitoring shall incorporate all cumulative experience obtained. Changes
in methodologies, models or key assumptions used in preparing credit ratings shall be
applied where appropriate to both initial ratings and subsequent ratings. A CRA shall
review credit ratings that are affected by any change to methodologies or assumptions
as soon as possible and not later than six months after the change, and should in the
meantime place those ratings under observation.

Where a CRA concludes that it cannot obtain sufficient information, or ceases to have
sufficient skills, experience, resources or other facilities to be able to continue to
support and update a rating, it shall discontinue the rating.

Where a CRA uses separate analytical teams for determining initial ratings and for
subsequent monitoring of ratings, each team shall have the requisite level of expertise
and resources to perform their respective functions in a timely manner.

A CRA shall establish, maintain, document, and enforce policies and procedures that
clearly set forth guidelines for disseminating credit ratings that are the result or subject
of credit rating actions and the related reports, and for when a credit rating will be
withdrawn.

Where a rating is made available to the public, the CRA shall in a timely manner
publicly announce if the rating is discontinued and include full reasons for such
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discontinuation. Where a rating is provided only to subscribers, the CRA should in a
timely manner announce (or ensure that its affiliate announces) to such subscribers if
the rating is discontinued and include full reasons for such discontinuation. In both
cases, the CRA shall ensure that continuing publications of the discontinued rating
indicate the date the rating was last updated, the fact that the rating is no longer being
updated and include full reasons for its discontinuation.

A CRA shall ensure that any “private rating” (prepared by the CRA pursuant to a
request made by a person which is exclusively prepared for, and provided to, the person
and that is neither intended for dissemination to the public or distribution by
subscription, whether in Ghana or elsewhere, nor reasonably expected to be so
disseminated or distributed), is only subsequently disseminated to the public or
distributed by subscription, whether in Ghana or elsewhere, if such rating has been
prepared in compliance with the provisions of these Guidelines. In the case of a CRA
providing a private rating, the CRA shall by prior written agreement entered into
between it and the rated entity, prohibit the rated entity from disseminating such rating,
or permitting its dissemination, to the public.

A CRA’s obligation to continue to monitor a security is discharged if the CRA itself
becomes bankrupt or otherwise ceases to conduct business, or if the issuer ceases to
conduct business.

Where a CRA issues an unsolicited rating, the monitoring and updating obligations as
set out in this guideline apply in the same way as for all other ratings.

Integrity of the rating process

A CRA and its representatives shall deal fairly and honestly with rated entities,
obligors, originators, underwriters, arrangers, other market participants, users of credit
ratings and the public.

A CRA and its employees shall not, either implicitly or explicitly, give any assurance
or guarantee to an entity subject to a rating action, obligor, originator, underwriter,
arranger, or user of the CRA’s credit ratings about the outcome of a particular credit
rating action.

The Compliance Officer appointed in accordance with Guideline 13 of the Conduct of
Business Guidelines shall be responsible for monitoring compliance by the CRA and
its employees with its internal procedures and with any law, rules, Guidelines , codes or
other requirements which apply to the CRA and are issued, administered or enforced by
the Commission or any other regulatory authority or agency. This person’s reporting
lines and compensation shall be independent of the CRA’s rating operations.

When implementing the procedure required by Guideline 17 of the Conduct of
Business Guidelines , a CRA shall institute policies and procedures requiring its rating
analysts and other employees, upon becoming aware that another rating analyst or
employee is engaging, or has engaged, in conduct that is illegal, unethical or contrary to
the CRA’s internal procedures, to report such information immediately to the
Compliance Officer or a responsible officer of the CRA, as appropriate, so that proper
and appropriate action may be taken. The CRA’s employees are not necessarily
expected to be experts in the law. Nonetheless, CRA employees are expected to report
activities that a reasonable person would question. Upon receiving such a report from
an employee, the CRA must take appropriate action.
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A CRA shall ensure that its Compliance Officer or responsible officer, who receives a
report as described in (4) above, is obligated to take appropriate action, including such
action as is required by any law, rules, Guidelines , codes or other requirements which
apply to the CRA and are issued, administered or enforced by the Commission or any
other regulatory authority or agency, and by the CRA’s own internal procedures. A
CRA shall institute measures to protect any representative or employee who, in good
faith, makes such a report.

PART THREE: AVOIDING CONFLICTS OF INTEREST

8.
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Independence of the rating process

A CRA and its representatives shall use care and professional judgment to maintain
both the substance and appearance of independence and objectivity.

A CRA shall ensure that the determination of a credit rating is influenced only by
factors relevant to the credit assessment.

Neither a CRA nor its rating analysts, nor any other employee shall give advice to
issuers on how to structure products in order to achieve a specified rating.

A CRA shall not issue any kind of promise, warning or threat about potential credit
rating action to influence rated entities, obligors, originators, underwriters, arrangers or
users of the CRASs credit ratings to put improper pressure on them to do or refrain from
doing something.

A CRA shall take reasonable steps to ensure that rating analysts, members of the
Ratings Committee and any other person who has an influence on a rating are not
subject to improper influence by rated entities, other clients, shareholders, directors or
management. In this context, improper influence refers to any attempt to persuade them
to take decisions other than in accordance with subsection (2) above.

A CRA shall not delay or refrain from issuing a rating because of an assessment of the
potential effect (economic, political, or otherwise) on the CRA, a rated entity, an
investor, or other market operator.

The rating a CRA assigns to a rating target shall not be affected by the existence of, or
potential for, a business relationship between the CRA (or its affiliates) and the rated
entity (or its affiliates), or any other party, or by the non-existence of such a
relationship.

Rating analysts shall not be engaged in any other business undertaken by the CRA.
They shall not be involved in any business development or marketing of the CRA’s
services. They shall not solicit business on behalf of the CRA.

A CRA shall not enter into any contingent fee arrangement for providing credit rating
services. Contingent fees are fees calculated on a predetermined basis relating to the
outcome of a transaction or the result of the services performed by the CRA. For the
purposes of this subsection, a fee is not regarded as being contingent if established by a
court or other public authority.

A CRA’s internal procedures shall provide that a rating analyst, members of the
Ratings Committee and any other person with an influence on ratings will not be
compensated or evaluated or receive any other income on the basis of the amount of
revenue that the CRA derives from the ratings.
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(11) Rating analysts, members of the ratings Committee and other employees with an
influence on ratings shall not initiate, or participate in, discussions regarding fees or
payments with any entity they rate.

(12) Rating analysts and other employees of a CRA shall be prohibited from soliciting
money, gifts or favours from anyone with whom the CRA does business and should be
prohibited from accepting gifts.

(13) A CRA shall establish, maintain, document and enforce policies and procedures for
reviewing, without delay, the past work of rating analysts and members of the Ratings
Committee who leave the employ of the CRA and join

a. A rated entity the rating analyst has been involved in rating; or
b. a financial firm with which the rating analyst or other employee has had
significant dealings as part of his or her duties.
9.  Conflicts of interest

(1) A CRA shall not carry on any business which can reasonably be considered to have the
potential to give rise to any conflict of interest in relation to its business of providing
credit rating services. A CRA shall ensure that any ancillary business does not create a
conflict of interest with its ratings business.

(2) A CRA shall establish, maintain, document, and enforce policies, procedures, and
controls to

(@) identify, and

(b) eliminate, or

(c) minimise, manage and disclose, as appropriate,

any actual or potential conflicts of interest that may influence
I. the ratings the CRA makes, or

ii. the credit rating methodologies, credit rating actions or analyses of the CRA or
the judgement and analyses of CRA’s employees.

(5) A CRA shall segregate its rating business from any other activities, such as consulting
or advisory business, in which it is engaged. Segregation shall include the following
measures:

(@ No person shall work on the preparation or approval or ratings while also being
engaged in other business activities for the CRA,

(b) Reporting lines should be kept separate so far as possible;

(c) The revenue from other activities shall be accounted for separately from its rating
activities.

(6) A CRA shall disclose its conflict avoidance and management measures.

(7) For the avoidance of doubt, a CRA shall not provide consultancy or advisory services
to a rated entity, or a related party of a rated entity, regarding the corporate or legal
structure, assets, liabilities or activities of that rated entity or related party.

(8) A CRA shall also disclose, in a timely manner, actual conflicts of interest. The
disclosure shall be complete, clear, concise, specific and prominent and shall include
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those that may affect the judgement of rating analysts, members of the Ratings
Committee and any other employee with an influence on ratings. When the actual or
potential conflict of interest is unique or specific to a credit rating action with respect to
a particular rated entity, obligor, originator, lead underwriter, arranger, or obligation,
such conflict of interest should be disclosed in the same form and through the same
means as the relevant credit rating action.

A CRA shall make full public disclosure of any ancillary business or service and in a
timely manner and update such disclosure regularly. It shall state in its disclosure why
the ancillary business cannot reasonably be considered to have the potential to give rise
to any conflict of interest with the CRA’s credit rating business.

A CRA shall not assign a rating to an issuer or securities of an issuer that is a related
party.

(a)A CRA, its rating analysts, members of the Ratings Committee and other employees
shall not hold securities or derivatives, or engage in any securities or derivatives trading
giving rise to conflicts of interest with its rating activities, or which might reasonably
be expected to give rise to such conflicts of interest.

(b)Without diluting the generality of this provision, a CRA, its rating analysts, members
of the Ratings Committee and other employees must also ensure that it does not hold,
or engage in any transactions, involving securities issued by a client while securities
issued by that client are subject to a rating and for a period of two years after the
expiration of the rating period.

(c) A CRA shall take reasonable measures to extend these requirements to related
parties of rating analysts and other employees.

In addition to the provisions of Guideline 17 of the Conduct of Business Guidelines , no
rating analyst, member of the Ratings Committee or other employee shall take part in
the preparation of a rating or any other rating action if he or she, or a related party:

(@) Holds or transacts in a trading instrument issued by the rated entity or obligor;

(b) Holds or transacts in a trading instrument (other than a diversified collective
investment scheme) that itself owns an interest in the rated entity or obligor, or is
a derivative based on a trading instrument issued by the rated entity or obligor;

(c) Holds or transacts in a trading instrument issued by an affiliate of the rated entity
or obligor, the ownership of which may cause or may be perceived as causing a
conflict of interest with respect to the employee or the CRA,;

(d) Holds or transacts in a trading instrument issued by a lead underwriter or arranger
of the rated obligation, the ownership of which may cause or may be perceived as
causing a conflict of interest with respect to the employee or the CRA;

(e) Is currently employed by, or had a recent employment or other significant
business relationship with the rated entity or obligor or a lead underwriter or
arranger of the rated obligation that may cause or may be perceived as causing a
conflict of interest;

() Currently works for or is a director of the rated entity or obligor, or lead
underwriter or arranger of the rated obligation; or

12
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() Has, or had, another relationship with or interest in the rated entity, obligor, or the
lead underwriter or arranger of the rated obligation (or any of their affiliates) that
may cause or may be perceived as causing a conflict of interest.

(h) Holds or transacts in securities or derivatives of the rated entity, other than
holdings in collective investment schemes;

(1)  currently works for or is a significant shareholder in the rated entity;

(1) has, or had, any other relationship with the rated entity or any related party
thereof, that may cause, or may be perceived as causing, a conflict of interest; or

(k) s in possession of confidential information regarding the rating target.

A rating analyst or any other employee involved in any personal relationship that
creates an actual or potential conflict of interest (including, for example, any personal
relationship with an employee of a rated entity or agent of such entity within his or her
area of analytic responsibility), shall be required to disclose such relationship to the
compliance officer or responsible officer of the CRA who is designated for such
purpose by the CRA’s compliance policies.

Reporting lines for rating analysts, members of the Ratings Committee and their
compensation arrangements shall be structured to eliminate, or effectively manage,
actual and potential conflicts of interest.

A CRA shall conduct periodic reviews of its compensation policies, procedures and
practices for rating analysts and other employees to ensure that the policies, procedures
and practices have not compromised and do not compromise the objectivity of the
CRA’s rating process. Such reviews will be submitted to the Audit committee.

A CRA shall disclose its fee structure at least one month before the beginning of each
financial year.

When entering into a client agreement with an issuer, a CRA shall include in that
agreement, the rights and obligations of the parties, the fees, the frequency of the rating
review and the disclosure practices of the CRA.

A CRA shall disclose the general nature of its compensation arrangements with rated
entities, obligors, lead underwriters or arrangers including:

(@ Where a CRA or any affiliate of the CRA that is a CRA, receives from a rated
entity, obligor, lead underwriter or arranger, compensation unrelated to its ratings
service, the CRA shall disclose such unrelated compensation as a percentage of
total annual compensation received from such rated entity, obligor, lead
underwriter or arranger in the relevant credit rating report or elsewhere as
appropriate; and

(b) Where [10%] or more of —
(i) the CRA’s total annual revenue; or

(ii) the combined annual revenue of the CRA and any affiliate of the CRA that
carries out credit rating activities,

is received from a single client , for example, a rated entity, obligor, originator,
arranger, lead underwriter, or subscriber and/or any of their affiliates, the CRA should
disclose this fact in the relevant rating report or elsewhere as appropriate.
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(17) Ininstances where rated entities or obligors (e.g. sovereign nations or states) have, or

are simultaneously pursuing, oversight functions related to a CRA, the employees
responsible for interacting with the officials of the rated entity or the obligor’s officials
(e.g., government regulators) regarding supervisory matters should be separate from the
employees that participate in taking credit rating actions or developing or modifying
credit rating methodologies that apply to such rated entity or obligor.

PART FOUR: DISCLOSURES

10.
(1)

()

(3)

(4)

(5)

(6)

(7)

Disclosure of Ratings

A CRA shall, in a timely manner, publicly disclose all ratings, updates of such ratings,
and other rating actions provided that this obligation shall not apply to “private ratings”
given only to subscribers. In the case of public ratings, a CRA may draw its public
disclosures to the attention of key stakeholders such as issuers, investors and market
operators, although it may not provide any group with preferential access to the ratings.
In the case of ratings that are only given to subscribers, a CRA shall, in a timely
manner, disclose all such ratings and updates of such ratings to such subscribers.

A CRA shall make disclosures on public or private ratings simultaneously to all those
entitled to receive them. . Disclosures shall not be made on a selective basis within the
category of those entitled to receive them.

A CRA shall be transparent with investors, rated entities, obligors, underwriters and
arrangers about how the relevant entity or obligation is rated. It shall indicate the
attributes and limitations of each rating (for example, the absence of historical data,
where this applies). A CRA shall disclose the extent to which the CRA has verified the
information provided by the rated entity. It shall disclose key assumptions and data and
indicate if it has made adjustments to financial data published by rated entity

A CRA shall disclose its policies and procedures for distributing its ratings, updates and
other rating actions including the withdrawal of a rating. This shall include the
stakeholders to whom disclosures will be made directly, such as the issuers, investors,
analysts, fund- managers and securities dealers.

A CRA shall maintain and update as appropriate, a website which will be free of charge
and which will include all public ratings and other disclosures required to be made
public by these guidelines.

A CRA shall disclose, with each rating, the relevant information and analysis to support
its conclusions. This shall include qualitative and quantitative information on the
securities and the issue and rating factors, including:

(@) any benchmarks used;
(b) any comparative analysis with other securities, industries, firms or regions;
(c) sensitivity analysis;
(d) any credit enhancements available;
A CRA shall ensure that each of its ratings includes
(@) astatement as to whether a security is being rated for the first time;
(b) information on when the security was issued,;
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9)

(10)

(11)

(12)

11.
(1)

(c) for updated ratings, a clear indication of when it was last updated;

(d) A statement as to the methodology that was used and where its description
can be found

(e) aclear and prominent statement identifying the name and job title of the
lead rating analyst who is responsible for the rating and the name and the
position of the person primarily responsible for approving the rating; and

(F) astatement to the effect that the rating is an expression of opinion not a
recommendation to buy, sell or hold a security or to invest or disinvest in
the relevant asset class.

A rating report shall disclose any conflicts of interest that are relevant to that rated
security or rated entity. If there are no conflicts of interest, the rating report shall state
this.

When issuing or revising a credit rating, the CRA shall explain in its press releases and
reports the key elements underlying the rating.

Prior to issuing or revising a rating, the CRA shall inform the rated entity of the critical
information and principal considerations upon which a rating will be based and afford
the rated entity an opportunity to clarify any factual errors, factual omissions or factual
misperceptions or other matters that the CRA would wish to be made aware of in order
to produce an accurate rating. A CRA will duly evaluate the response. Where, in
particular circumstances, the CRA has not informed the rated entity prior to issuing or
revising a rating, the CRA shall inform the rated entity as soon as practical thereafter
and, generally, should explain the reason for the delay.

In order to promote transparency and to enable the market to best judge the
performance of its ratings, a CRA shall, where sufficient historical data exists, publish
information about the historical default rates of securities for which it has issued ratings
and about ratings transition frequency. A CRA shall disclose, where possible, whether
the default rates of the different categories of rating of securities have changed over
time.., Where the nature of a rating, or other circumstances, make a historical default
rate inappropriate, statistically invalid, or misleading, the CRA shall explain this.

A CRA shall assist investors and other users of credit ratings in developing a greater
understanding of credit ratings by disclosing in plain language, among other things, the
nature and limitations of credit ratings and the risks of unduly relying on them to make
investment or other financial decisions. A CRA shall not use its licence to endorse or
advertise the quality of its credit ratings. or

Disclosure of Methodologies and Assumptions

Each rating announcement shall also indicate the principal methodology or
methodology version that was used in determining the rating and where a description of
that methodology can be found. Where the rating is based on more than one
methodology, or where a review of only the principal methodology might cause
investors to overlook other important aspects of the rating, the CRA shall ensure that
this fact is explained in the ratings announcement. Such explanation should include a
discussion of how the different methodologies and other important aspects were
factored into the rating decision.
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12.

1)

A CRA shall ensure that sufficient clear and easily comprehensible information is
published about its procedures, methodologies and assumptions to enable other parties
understand how a rating was determined. This information shall include (but not be
limited to) the meaning of each rating category and the definition of default or
recovery, and the time horizon the CRA used when making a rating decision.

A CRA shall disclose clear definitions of the meaning of each category of its rating
scales, including the definition of default.

A CRA shall disclose all material sources, including the rated entity and, where
appropriate, a related party of the rated entity, which were used to prepare the credit
rating. An indication should also be given as to whether the credit rating has been
disclosed to the rated entity or to its related party and, following such disclosure,
whether the credit rating has been amended before being issued.

A CRA shall disclose to what extent it has examined the quality of information used in
the rating process and whether it is satisfied with the quality of information its rating is
based on.

A CRA shall state prominently in each credit rating whether or not the rated entity, or
any related party of the rated entity, participated in the credit rating process, and (for an
unsolicited rating) whether the CRA had access to the accounts and other relevant
internal documents of the rated entity or its related party.

A CRA shall also disclose its policies and procedures regarding unsolicited ratings.
The words “Unsolicited Rating” must be prominently displayed on any such rating.

A CRA shall fully and publicly disclose any material modification to its methodologies
and significant practices, procedures, and processes because users of credit ratings rely
on an existing awareness of its methodologies, practices, procedures and processes.
Where feasible and appropriate, disclosure of such material modifications shall be
made prior to their going into effect, using the same means of communication as was
used for the distribution of the affected credit ratings. by.

Reporting to the Commission

In addition to the reporting requirements set out in Guideline 3 and Schedule 1 of the
Conduct of Business Guidelines , a CRA shall include the following in its annual report
to the Commission:

(@ Alist of all ancillary services provided to rated clients and their associates in the
preceding year, including the names of clients, income received and nature of
services provided;

(b) List of securities and/ or issuers rated in the preceding year and changes in rating
during the year;

(c) Alist of members of the Rating Committee and other staff members of the CRA,;

(d) A list of the holdings or interest in securities by Directors, Principal Officers,
Members of the Rating Committee, licensed Representatives and other staff
members of the CRA as at the end of the preceding year;

(e) A detailed report on corporate trading and holdings or interests in securities, and
in other related companies at the close of the preceding year;

()  Areport on trading by any subsidiary;
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(3)

() A report on the review of its rating methodologies and models;

(n) A report of all unsolicited ratings carried out in the last three financial years; and
(i)  Names of issuers, which were given solicited rating in the last financial year.

A CRA shall also report to the Commission the following on a semi-annual basis:

(@ A list of all issuers on rating watch and subsequent rating actions taken;

(b) A report on all rating reviews during the period.

A CRA shall comply with the following additional reporting requirements to the
Commission:

(@  Within fourteen days with reasons and /or explanations, report any changes in its
rating categories and symbols or policies or processes or analyses or
methodologies or models and how those changes affect existing rating(s);

(b) report within fourteen working days with written explanation to the Commission,
including any remedial actions taken on the occurrence of the following events:

I Significant downgrades which results in a credit rating of an issuer being
lowered by at least three notches in a single rating action;

ii. Any rating action within six months after an initial rating has been
assigned;

iii. Frequent rating action where credit rating for a particular issue or issuer is
changed more than once within a period of six months; and

(c) Any other explanation or information or an event as may be required by the
Commission.

PART FIVE: MISCELLANEOUS

13.
1)

)

©)

Structured financial products

Where a CRA rates a structured finance product, it shall disclose sufficient information
about any actual or potential loss and cash-flow analysis, and an indication of any
expected change in the credit rating, so that an investor with an interest in investing in
the product can understand the basis for the rating.

A CRA shall assess whether existing methodologies and models for determining credit
ratings of structured finance products are appropriate when the risk characteristics of
the underlying assets change materially. Where the complexity of a new type of
structured finance product or the lack of robust data about the underlying assets raise
serious questions as to whether a CRA can determine a credible credit rating for it, the
CRA shall not issue a rating.

Issuers and originators of structured finance products shall publicly disclose all relevant
information regarding these products so that investors and other CRAs can conduct
their own analyses independently of the CRA contracted by the issuers or originators to
provide a rating. CRAs shall ensure that rating announcements include disclosure as to
whether the issuer of a structured finance product has informed the CRA that it is
publicly disclosing all relevant information about the product being rated or whether
the information remains non-public.
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(4) (a)A CRA shall disclose the degree to which it analyses how sensitive a rating of a
structured finance product is to changes in the CRA’s underlying rating assumptions.

(b)A CRA shall describe the due diligence processes conducted in relation to the underlying
finance products, or other assets, of structured finance products. The CRA shall disclose
whether it has undertaken such due diligence itself or whether it has relied on a third-party
assessment, indicating how the outcome of such assessment influences the credit rating.

(5) A CRA shall disclose, on a timely and ongoing basis, information concerning
structured finance products submitted to it for its initial review or for a preliminary
rating. The disclosure shall be made irrespective of whether the issuer of such a product
engages the CRA to provide a final rating.

(6) A CRA shall differentiate ratings of structured finance products from traditional
corporate bond ratings, preferably through different rating symbols or by using an
additional symbol which differentiates them from rating categories used for other rating
targets. A CRA shall also disclose how this differentiation functions.

(7) ACRA, its rating analysts, members of the Ratings Committee and other employees
with an influence on ratings are prohibited from making proposals or
recommendations regarding the activities of rated entities or obligors that could affect a
credit rating, including but not limited to corporate or legal structure, assets and
liabilities, business operations, investment plans, lines of financing, business
combinations, and the design of structured finance products.

(8) A CRA shall disclose the track record of the promoter and originator in relation to
structured financial products. It shall also undertake updates semi-annually or such
other frequency as the Commission may determine on the performance of the
underlying assets

14. Confidential information

(1) In addition to complying with the provisions of Guideline 28 of the Conduct of
Business Guidelines , a CRA shall not disclose information shared with it in confidence
by a rated entity, unless the rated entity consents to disclosure, or where disclosure is
required by law, Regulations or guidelines.

(2) A CRA shall use confidential information concerning an issuer of securities subject to a
rating only for purposes related to its rating activities, except where the issuer has given
its consent to further use of that information.

(3) A CRA shall take all reasonable measures to protect all property and records belonging
to it, or in its possession, from fraud, theft or misuse.

(4) A CRA shall ensure that rating analysts and other employees of CRAs familiarize
themselves with the internal securities trading policies maintained by the CRA, in
preservation of confidential information, and periodically certify their compliance with
such policies.,

(5) A CRA shall ensure that its rating analysts and other employees do not selectively
disclose any non-public information about ratings, or the possible future issue or
revision of ratings of the CRA, except to the rated entity or its designated agents. It
shall further ensure that rating analysts and other employees do not use confidential
information for any other purpose than the preparation of ratings or purposes to which
the issuer (and the person providing the information, if different) has consented.
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15.

1)

16.

(1)

A CRA and its representatives and employees shall not share confidential information
within the CRA, or with any other member of a financial group of which the CRA is a
part, unless such disclosure is required as part of the ratings process, is required by law,
Regulations or guidelines or has the consent of the person who owns or is the subject
of that confidential information.

Transition

A CRA that is already in business at the time these guidelines are published shall
comply in full no later than one year after the date of publication. Any new CRA
seeking a licence shall be required to be in full compliance as soon as the licence is
granted.

Interpretation

In these guidelines, all terms carry the same meaning as in the Act except otherwise
provided.

“the Act” means the Securities Industry Act 2016 (Act 929);

“affiliate” means an entity that directly or indirectly controls, is controlled by, or is
under common control with another entity.

ancillary business” means an activity undertaken by a CRA or a service offered by the
CRA, whether or not for profit, other than the provision of credit ratings and the term
“ancillary service” shall be construed accordingly;

“CRA” means a credit rating agency;

“credit rating methodology” means the procedure by which a CRA determines credit
ratings, including the information that must be considered or analysed to determine a
credit rating and the analytical framework used to determine the credit rating,
including, as applicable, the models, financial metrics, assumptions, criteria, or other
quantitative or qualitative factors to be used to determine the credit rating;

“IOSCO” means the International Organisation of Securities Commissions;

“IOSCO Code of Conduct” means the Code of Conduct Fundamentals for Credit rating
Agencies, published by IOSCO in March 2015 and subsequently as amended by
IOSCO from time to time;

“obligation” means a security, money market instrument, derivative, or credit
commitment or other similar product, transaction, or entity that has inherent credit risk

“rating” means an opinion regarding the creditworthiness of an entity or obligation,
expressed using an established methodology, all available relevant information and a
defined ranking system.

“rating action”: means any initial rating, any change, withdrawal, affirmation or
suspension of an existing rating, any credit watch action, and any other rating indicators
including, but not limited to, a rating outlook;

“rating analyst” means a person employed by the CRA, or otherwise working with the
CRA (whether or not remunerated) to conduct research and analysis that is necessary
for the issuing or monitoring of a credit rating;
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“rating committee” means a committee constituted by a credit rating agency to assign
rating to a security based on analyses of relevant information presented to it by rating
analysts.

“related party”
foraCRAis:
(i) ashareholder,

(i) acompany which is a subsidiary, or a company, [30] per cent or more of
whose shareholders are also shareholders of the CRA,;

(iii) any director, employee or other close business associate of (i) and (ii).

For an employee of a CRA means a person or entity who falls within any one of
the following categories:

(i) Spouse;

(i) Parent;

(iii) Child including an adopted child and step-child;

(iv) Brother or sister; and

(iv) Spouse of the person referred to in subparagraphs (iii) and (iv) above.

(v) Inthe case of a director of a CRA it means, in addition, any company, or
organisation of which the director has a significant shareholding or by
which it is employed or with which it is a close associate.

“substantial shareholder” a shareholder entitled to exercise or control the exercise of
30% or more of the voting power at a general meeting of the company or a person who
is in a position to control the composition of a majority of the board of directors of a
company.

“structured financial product” means securities or a money market instrument issued by
an asset pool or as part of any asset-backed or mortgage-backed securities transaction.

“trading instrument” means a security, money market instrument, derivative or other
similar product.

“unsolicited rating”: Credit ratings not arising out of an agreement between a CRA and
an issuer.
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