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AN ACT ADOPTING THE SECURITIES MARKETS ACT OF LIBERIA 2016

PART 1: PRELIMINARY

WHEREAS, the state of the economy of Liberia has reached a higher level at which the
establishment of a securities market system has become desirable and necessary;

WHEREAS, the development of such a system is bound to stimulate trade and enhance the
establishment of a conducive environment for other related economic developments;

WHEREAS, the establishment of a securities market for the first time in Liberia has the
potential to infuse more money into circulation and diversify the economy in a broad based
manner for the economic wellbeing of the population, irrespective of age, ethnicity, faith,
culture, political affiliation or any form of social stigma; and,

WHEREAS, the existence of a securities market will further international trade and
cooperation between Liberia and other nations as well as attract greater direct foreign
investments thereby increasing opportunities for employment and a resulting higher standard
of living in the Country;

NOW THEREFORE, it is enacted by the Senate and the House of Representatives of the
Republic of Liberia in Legislature assembled:

Section 1.  Short Title:
This Act may be cited as “The Securities Market Act of Liberia, 2016”.

Section 2:  Definition: Within the context of this Act, the following terms have the
specific meanings, respectively:-

2.1  “Accounting Records”—With respect to a company, means invoices or receipts for
payment of money, bills of exchange, checks, promissory notes, vouchers, primary
documentations such as working papers which, in reasonable detail, accurately and
fairly explain the methods and calculations by which accounts are made up and
howsoever compiled, recorded or stored.

2.2 “Accredited investor’—means:-

(@ an individual, banks, any private business development company, trusts,
directors, executive officers or general partners, homes, spousal assets and
LLCs:

(i)  whose net personal (liquid) assets exceed in value or such other amount
as the Commission may prescribe; or
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2.3

2.4

(i) whose income in the preceding 12 months is not less than an amount or
such other amount as the Commission may prescribe in (i) above.

(b) a company with net assets exceeding $10 million in value (or its equivalent in
a foreign currency) or such other amount as the Commission may prescribe in
place of the first amount as determined by:-

(1) the most recent audited balance sheet of the company; or

(i) where the company is not required to prepare audited accounts regularly,
a balance sheet of the company certified by the company as giving a true
and fair view of the state of affairs of the company as of the date of the
balance sheet, which date shall be within the preceding 12 months;

(© the trustee of such trust as the Commission may prescribe, when acting in that
capacity; or

(d) such other person as the Commission may prescribe.

“Assets”—With respect to a holder of a license, means all the properties of the holder,
whether or not used in connection with the carrying on of the regulated activity by the
holder.

“Associate”—Wwith respect to a person holding shares in an undertaking or entitled to
exercise or control the exercise of voting power with respect to another undertaking, it
means:-

@ the spouse of the person holding shares in the undertaking;

(b) a child or stepchild of the person holding shares in the undertaking(if under 18
years of age):-

(© the trustee of any settlement under which the person holding shares in the
undertaking has a life interest in possession;

(d) an undertaking of which the person holding shares in that undertaking is a
director;

(e) a person who is an employee or partner of the person holding shares in the
undertaking;

() where the person holding shares in the undertaking is:-

(i) adirector of that undertaking;
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2.5

2.6

2.7

2.8

2.9

2.10

(if) asubsidiary undertaking of that undertaking;
(iii) adirector or employee of such a subsidiary undertaking; and

(9) if that person has with any other person an agreement or an arrangement with
respect to the acquisition, holding or disposal of shares or other interests in an
undertaking or is a person who is entitled to exercise or control of the exercise
of voting power with respect to another undertaking or an agreement or
arrangement under which they agree to act together in exercising their voting
power with respect to such respective undertaking that other person.

“Auditor”—means one who is authorized by the Liberia Institute of Certified Public
Accountants to conduct an audit.

“Books”—mean:
@) any register;
(b) any document or other record of information; or

(© any accounts or accounting records ;However compiled, recorded or stored,
whether in written or printed form or on microfilm or in any other electronic
form or otherwise.

“Borrower”—With respect to a debenture, means the company that is or will be liable
to repay money under the debenture

“Board”—With respect to a company, means a team of directors who are charged
with the responsibility to make broad policies for the governance of the Commission.

“Broker”—means a person who is engaged in the business of effecting transactions in
securities for the benefit or account of others.

“Central Security Depository”—means a market operator who is licensed or
recognized by the Commission:-

@ to establish and operate a system for the central handling of securities, whether
or not listed on any licensed or recognized exchange:-

(i) whereby all securities are deposited with and held in custody
by, or registered in the name of the company or its nominee company
for the depositors and dealings in respect of these securities are affected
by means of entries in securities accounts without the physical delivery
of certificates; or
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211

2.12

2.13

2.14

2.15

2.16

2.17

(i) which  permits or facilitates the settlement of securities
without the physical delivery of securities; and

(b) to provide other facilities and services incidental thereto;
“Clearing facility”—means:-

@) a facility for the settlement of transactions in investment instruments, as
defined by this Act, which are traded on an exchange or over-the-counter;

(b) a facility for the guarantee of settlement of transactions referred to in
paragraph (a); or

(© such other settlement facility or class of settlement facilities as the
Commission may allow;

“Clearing house”—means an operator whose activities or objects include the
provision of clearing facilities.

“Client”—with respect to a holder of a license, means:-

@) a person on whose behalf the holder carries on or will carry on any regulated
activity; or

(b) any other person with whom the holder, as principal, enters or will enter into
transactions:-

(i) for the purposes of dealing in securities; or

(if) for the purposes of trading in future contracts, but does not include such
person or class of persons as may be prescribed.

“Commission”—means The Securities Exchange Commission of Liberia, the body so
designated, and clothed with the authority to discharge all statutory duties and
functions as provided for by the Legislature of the Republic of Liberia for the
purposes indicated in the title of this Act and as established in section??? of this Act.”

“Company”—has the meaning assigned to it in the Associations Law or such
successor Act.

“Contract note”—means the document issued by a holder of a license as prescribed by
the Commission under Section 131, of this Act.

“Credit rating”—means an opinion regarding the creditworthiness of an entity, a debt
or financial obligation, debt security, preferred share or other financial instrument, or
an issuer of such a debt or financial obligation, debt security, preferred share or other
financial instrument, issued using an established and defined system of rating
categories.
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2.18

2.19

2.20

221

2.22

2.23

2.24

2.25

2.26

2.27

2.28

2.29

“Credit rating activities”—means data and information analysis and the evaluation,
approval, issuing and review of credit ratings.

“Credit rating agency”—means a person who carries on the business of credit rating
activities.

“Custodian”—means a body corporate which by way of business is entrusted with
safekeeping the property of another person and with respect to a client of a holder of a
license, it means a bank which holds a license from the appropriate regulatory
Commission or such other organization as may be prescribed by regulations made by
the Commission.

“Dealer”—means a person who buys or sells securities on his own behalf and for his
own account.

“Distribution channels”—means a channel through which information is, or is likely
to become publicly available and “likely to become publicly available information”
shall mean information to which a large number of persons have access.

“Director”—means a person occupying a position by that nomenclature of a company
or any person in accordance with whose directions or instructions the employees of
the company are accustomed to act.

“Durable medium”—means any instrument which enables a client to store
information which is addressed personally to that client in a way accessible for future
reference for a period of time adequate for the purposes of the information and which
allows the unchanged reproduction of the information stored.

“Exchange”—means a market operator that is licensed or recognized as such by the
Commission under this Act.

“Execution of orders on behalf of clients”—means acting to conclude agreements to
buy or sell one or more financial instruments on behalf of clients.

“Expert investor’—means:-

@ a person whose business involves the acquisition and disposal, or the holding
of securities, whether as principal or agent;

(b)  the trustee of such trust as the Commission may prescribe; or
(© such other person as the Commission may prescribe;

“Financial institution”—means any bank, merchant bank or finance company which
is licensed under any laws of the Republic of Liberia.

“Fund management”—means the same as given in the schedule to this Act.
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2.30

2.31

2.32

2.33

“Group”—Wwith respect to a regulated person, it means any person who is:

(a)
(b)
(©)
(d)
(€)

a parent undertaking of the regulated person;

a subsidiary undertaking of the regulated person;

a subsidiary undertaking of a parent undertaking of the regulated person;
a parent undertaking of a subsidiary undertaking of a regulated person;

an undertaking in which the regulated person or an undertaking mentioned in
paragraph (a), (c) or (d) has a participating interest.

“Institutional investor’—means:-

(@)

(b)

(©

(d)
(€)
(f)
(@)
(h)

(i)

a bank that is licensed under the Financial Institutions’ Act/1999 or its
successor ACt;

a finance company that is licensed under the Financial Institutions Act/1999 or
its successor Act;

a company or society registered under the Insurance Act/2006 or its successor
Act;

the government of the Republic of Liberia;

a statutory commission established under any law of the Republic of Liberia;
a pension fund or a collective investment scheme;

the holder of a license granted under this Act;

the trustee of such trust as the Commission may prescribe when acting in that
capacity; or

such other person as the Commission may prescribe or consider as an
institutional investor based on the knowledge and experience of that person in
investments including his/her ability to hire specialists with corresponding
knowledge and experience, volume of his net assets or net assets under his
management or other similar criteria.

“Holding company”—means a company which holds the majority of voting rights in
another or subsidiary company.

“Information service “—means:-

(@)

a broadcasting service;
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2.34

2.35

2.36

2.37

2.38

2.39

2.40

(b) an interactive or broadcast videotext or tele-text service; or
(© an online database service or other similar service; or

(d) any other service as may be prescribed by the Commission but does not
include bond pricing facilities.

“Investment advertisement”— means any advertisement inviting persons to enter or
offer to enter an investment agreement or to exercise any rights conferred by an
investment to acquire, dispose of, underwrite, or convert an investment or containing
information calculated to lead directly or indirectly to persons doing so and for the
purposes of this Act an advertisement or other information issued outside the
Republic of Liberia shall be treated as issued in the Republic of Liberia, if:-

@ it is directed to persons in the Republic of Liberia;

(b) it is made available to them in a newspaper, journal, magazine or other
periodical published and circulated outside the Republic of Liberia or in a
sound or television broadcast transmitted principally for reception outside the
Republic of Liberia; or

(© it is made by any other alternative medium which is capable of being received
in the Republic of Liberia.

“Investment business”—has the same meaning as defined in the Schedule to this Act.
“Investment advice”—has the same meaning as defined in the Schedule to this Act.

“IOSCO MOU”—means the International Organization of Securities Commissions
and its multilateral memorandum of understanding concerning consultation and
cooperation and the exchange of information and the signatories thereto as from time
to time amended.

“Lead rating analyst”—means a person with primary responsibility for elaborating a
credit rating or for communicating with the issuer with respect to a particular credit
rating or, generally, with respect to the credit rating of a financial instrument issued
by that issuer and, where relevant, for preparing recommendations to the rating
committee with respect to such rating.

“License”™—means a permit to engage in business which is granted by the
Commission under this Act.

“Licensed bank”—means any type of bank which is licensed under the Financial
Institutions Act/1999 or its successor Act.
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241

242

2.43

2.44

2.45

2.46

247

2.48

“Listed”—with respect to a security or a company, it means such a security or
company whose securities or any class of its securities having gained admission, to be
quoted on a market operator.

“Management company”—means a company by which or on whose behalf a unit of a
unit trust scheme or collective investment scheme:-

@) has been or is proposed to be issued or offered for subscription or purchase; or

(b) in respect of which an invitation to subscribe or purchase has been made, and
includes any person for the time being exercising the functions of the
management company.

“Market maker”—means a person who holds himself/herself out on the financial
market on a continuous basis as being willing to deal on his/her own account by
buying and selling financial instruments against his/her proprietary capital at prices
defined by him/her.

“Market operator”—means a person who manages or operates the business of a
regulated market.

“Material information”—means information that would more likely than not have a
significant influence on the investment decision of a reasonable investor considering
trading the security in question.

“Member”—means a regulated person who, under the membership rules of a licensed,
recognized or designated exchange or a clearing house, or of a central security
depository, may participate in one or more of the services provided by that
institution.; and

“Officer”—with respect to a company, it means:-
@ any director or secretary of the company;

(b) a receiver and manager appointed under a power contained in any instrument
of any part of the undertaking or property of the company; and

(© any liquidator of a company in a voluntary winding up, but does not include:-
(1) any receiver who is not also a receiver;
(i) any receiver and manager appointed by the court; or
(iii) any liquidator appointed by the court or by the creditors.

“Official list”—means a list specifying all securities which have been admitted for
quotation on a licensed or recognized exchange.
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2.49

2.50

2.51

2.52

2.53

2.54

2.55

2.56

2.57

2.58

2.59

2.60

2.61

“Outsourcing”—means an arrangement of any form between a regulated person and a
service provider by which that service provider performs a process, a service or an
activity which would otherwise be undertaken by the regulated person himself.

“Over-the-counter market”—means a market for those securities which are traded in
the Republic of Liberia that are not listed on a licensed or recognized Exchange.

“Panel”—means a Financial Markets Services organ which is established under the
authority of this Act.

“Parent undertaking”—means an individual who would be a parent undertaking for
the purposes of those provisions if he were taken to be an undertaking.

“Participating interest”—means an interest held by a person which would be a
participating interest for the purposes of those provisions if he/she were taken to be an
undertaking.

“Party”—with respect to a proposed or discharged agreement, it means a person who
would be answerable to the agreement, were it in effect.

““Person’” means an individual, a corporation, a partnership, an association, a joint-
stock company, a trust, any unincorporated organization, or a government or political
subdivision thereof. As used in this paragraph the term ‘‘trust’’ shall include only a
trust where the interest or interests of the beneficiary or beneficiaries are evidenced by
a security.

“Prescribed”—means stipulated in this Act or any regulations thereof.

“Private offering”—means any offer to fewer persons to sell securities within the
meaning of this Act during a twelve month period, and for the avoidance of doubt,
such an offer need not be accepted.

“Prospectus”—means a document which is prepared by or on behalf of an issuer in
which the shares or debentures are offered for subscription or purchase or in respect
of which an invitation to subscribe to the sale or purchase is made to the public.

“Proxy”—means a written authorization issued by a shareholder to another person
granting that person the power to vote on behalf of the shareholder.

“Public offering”—means any offer to more persons to sell securities within the
meaning of this Act and for the avoidance of doubt, such an offer need not be
accepted.

“Publicly tradable company”—means a company that is required by this Act to file
periodic reports due to the fact that:-

@ it has a class of securities listed for trading on an Exchange; or
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2.62

2.63

2.64

2.65

2.66

2.67

2.68

2.69

2.70

(b) it has sold its class of securities pursuant to registration under this Act; and

(© such securities are owned by more persons who are not accredited investors
for the purposes of this Act.

“Rated entity”—means a person whose creditworthiness is explicitly or implicitly
rated in the credit rating, whether or not he/she has solicited that credit rating and
whether or not he/she has provided information for that credit rating.

“Rating analyst”—means a person who performs analytical functions that are
necessary for the issuing of credit rating.

“Recommendation”—means research and other information suggesting an investment
strategy, explicitly or implicitly, concerning one or several financial instruments,
including opinion as to the present or future value or price of such instruments, which
are intended for distribution channels or for the public.

“Registrar”—means the registrar of companies under the Associations Act or its
successor Act and includes any deputy registrar or assistant registrar.

“Regulated activity”—means any of the types of activities which include dealing in
investments, arranging deals in investments, safekeeping and administration of assets,
managing investment instruments, investment advice, establishing collective
investment schemes and using computer-based systems for giving investment
instructions.

“Regulatory functions”—means the functions of issuing regulations, making
statements of principle, codes of practice or guidance by the Commission and
monitoring and enforcing compliance with these.

“Regulated person”—means the holder of a securities market license and any other
person whether licensed, recognized, designated or exempted by the Commission
under this Act.

“Related company”—Wwith respect to a company, it means a company that is related to
the first-mentioned company by virtue of the Associations Act or its successor Act.

“Research or other information recommending investment strategy”’—means:-

€)) information produced by an independent analyst, an investment person, a
credit institution, any other person whose main business is to produce
recommendations or a firm working for them under a contract of employment
or otherwise, that, directly or indirectly, expresses a particular investment
recommendation in respect of a financial instrument or an issuer of financial
instruments, and
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2.71

2.72

2.73

2.74

2.75

2.76

(b) information produced by a person other than the persons referred to in
paragraph (a) above which directly recommends a particular investment
decision in respect of an investment instrument.

“Securities”—A financial instrument that represents: an ownership position in a
publicly-traded corporation (stock), a creditor relationship with governmental body or
a corporation (bond), or rights to ownership as represented by an option. A security is
a fungible, negotiable financial instrument that represents some type of financial
value. The company or entity that issues the security is known as the issuer.

“Securities market or capital market”—means a regulated market or other place at
which, or a facility by means of which:-

@) offers to sell, purchase or exchange securities are regularly made or accepted;

(b) offers or invitations that are intended or may reasonably be expected to result,
in whether directly or indirectly, in the making or acceptance of offers to sell,
purchase or exchange securities are regularly made; or

(© information concerning the prices at which or the consideration for which
particular persons, or a particular class of persons, propose, or may reasonably
be expected to sell, purchase or exchange securities is regularly provided.

“Senior management”—means the person or persons who effectively direct the
business of the regulated person and include the member or members of his Board.

“Settlement”—with respect to a market contract, it means the discharge of the rights
and liabilities of the parties to the market contract whether by performance,
compromise or otherwise and includes partial settlement effected in accordance with
the regulations of an approved clearing house.

“Settlement”—in subsection (1) (c), includes any disposition or arrangement under
which property is held on trust (or subject to a comparable obligation).

“Shares”—
@ with respect to an undertaking with a share capital, it means allotted shares;

(b) with respect to an undertaking with capital but no share capital, it means rights
to share in capital of the undertaking;

(©) with respect to an undertaking without capital, it means interests:-

(i) conferring any right to share in the profits, or liability to contribute to the
losses of the undertaking; or
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2.77

2.78

2.79

2.80

2.81

2.82

2.83

2.84

(i) giving rise to an obligation to contribute to the debts or expenses of the
undertaking in the event of a winding up.

“Specify”—where no mode is mentioned, it means to point out in writing and the
power to point out includes the power to point out differently for different persons or
types of investment transactions.

“Suspension”—means a postponement of listing.

“Subsidiary undertaking”—with respect to a body incorporated in or formed under the
written law of a country or territory other than the Republic of Liberia, an undertaking
which is a subsidiary undertaking within the meaning of any rule of law in force in
that state or country.

“Underwriter”—means any person who acquires securities from an issuer with a view
to distribute them, or offers or sells for an issuer in connection with the distribution of
any security, or participates in any agreement or contract with respect to such
underwriting, with the exceptions that may be defined by the decision of the
Commission.

“Unit”—with respect to a unit trust scheme or a collective investment scheme, it
means any right or interest therein by whatever name called and includes any subunit
thereof.

“Unit holder”—means the unit holder of a unit trust scheme or a collective investment
scheme.

“Voting power”—with respect to an undertaking which does not have general
meetings at which matters are decided by the exercise of voting rights; or the voting
right of a board member or shareholder provided for under the constitution or by-law
of an undertaking.

All definitions given in this Section may be subject to modifications as the
Commission may prescribe by amendment.

Section 3. Establishment of the Securities Exchange Commission of Liberia.

There is hereby established a Commission under the Central Bank of Liberia to be known as
the Securities Exchange Commission (SEC) which shall serve as the central, national agency
of Liberia responsible for governing securities exchange markets and activities permanently.

PART II: ' THE COMMISSION
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Section 4. The Commission

4.1

4.2

4.3

The “Commission” is the body to whom the functions, powers and duties under this
Act are conferred, also known as the “Securities and Exchange Commission”

The Commission shall be a body corporate with perpetual succession common seal,
and may sue and be sued in its corporate name.

The Commission may for the discharge of its functions under this Law acquire, hold
and dispose of movable and immovable property and may enter into any contract or
other transaction.

Section 5. Composition of the Commission.

5.1:

5.2:

5.3:

The Commission shall consist of
@ a Chairman;

(b) the Director-General;

(© the two Deputy Directors- General;

(d) a representative of the Central Bank of Liberia not below the rank of a
Director;

(e a representative of the Ministry of Finance and Development Planning not
below the rank of a Deputy Minister;

()] a nominee of the Liberian National Bar Association (LNBA)

(9) three other persons including a representative of the Liberia Bankers
Association, Chamber of Commerce and the Liberia Business Association.

Appointment

@ The members of the Commission shall be appointed by the President with the
advice and consent of the Senate.

(b) The President shall in making appointment have regard to the expertise,
knowledge and experience of the persons in matters relating to securities or
investment.

Terms of Membership.

@ The Chairman and the other members of the Commission shall hold office for
five years but shall be eligible for re-appointment.
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5.4:

(b)

(©

A member of the Commission may resign his membership by notice in writing
addressed to the President;

A member may be removed from membership of the Commission where he—

(1)  becomes a person of unsound mind;

(i) s absent from three consecutive meetings of the Commission without
permission or reasonable cause;

(iii) is proved guilty of grave misconduct in relation to his duties as a
member of the Commission;

(iv) is sentenced to death or to imprisonment for a term exceeding 12 months
without the option of a fine or is convicted of an offence involving
dishonesty;

(v) is declared bankrupt under any law in force in Liberia or in any other
country; or

(vi) in the case of a person possessed of professional qualifications, he is
disqualified or suspended, otherwise than at his own request, from
practicing his profession in Liberia or in any other country by an order of
any competent Commission made in respect of him personally.

Meetings of the Commission.

@)

(b)

(©)

(d)

(€)

()

The Commission shall ordinarily meet for dispatch of business at such times
and places as the Chairman may decide but shall meet at least once every two
months.

The Chairman shall at the request in writing of not less than four members of
the Commission, call an extraordinary meeting of the Commission at such
time and place as he may determine.

The Chairman shall preside at every meeting of the Commission and in his
absence any member of the Commission designated by the Chairman shall
preside at the meeting.

If no member of the Commission is so designated the members of the
Commission present shall elect one of their number to preside at the meeting.

The quorum at a meeting of the Commission shall be five members and shall
include the Director-General or in his absence a Deputy Director-General.

All questions proposed at a meeting of the Commission shall be determined by
a simple majority of the members present and voting, and where the votes are
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(9)

(h)

(i)

equal the Chairman or the person presiding shall have a second or casting
vote.

The Commission may request the attendance of any person to act as adviser at
any of its meetings but such person shall not vote on any matter for decision
by the Commission.

The validity of any act or proceedings of the Commission shall not be affected
by any vacancy among its members or any defect in the appointment of a
member.

Subject to this section the Commission shall regulate its own procedure.

5.5: Appointment of Director General and Other Staff of Commission.

The President shall appoint in accordance with the advice of the Commission a:

(@)

(b)

(©)

Director-General of the Commission who shall be the chief executive officer
of the Commission and shall hold office on such terms and conditions as may
be specified in his letter of appointment.

There shall be appointed by the President in accordance with the advice of the
Commission two Deputy Directors-General of the Commission on such terms
and conditions as may be specified in their letters of appointment.

The Deputy Directors-General shall assist the Director-General in the
performance of his or her duties and perform such other functions as the
Commission may direct.

5.6: Funds of Commission

The funds of the Commission shall include—

(@)

(b)

(©)

(d)
(€)

grants received from the Government by the Commission for the discharge of
its functions.

any loans granted to the Commission by the Government or any other body or
person;

any money accruing to the Commission in the course of the performance of its
functions under this Law;

any grants made by donors;

All moneys received by or on behalf of the Commission

5.7: General Functions of the Commission.
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The functions of the Commission are—

Section 6.

6.1.

(a)

(b)

(©)

(d)

(€)

(f)

(9)

(h)

1)
(k)

(M

to advise the Liberian Stock Exchange or the CBL on all matters relating to
the securities industry.

to maintain surveillance over activities in securities to ensure orderly, fair and
equitable dealings in securities;

to register, license, authorize or regulate, in accordance with this Law or any
regulations made under it, stock exchanges, investment advisers, unit trust
schemes, mutual funds, securities dealers, and their agents and to control and
supervise their activities with a view to maintaining proper standards or
conduct and acceptable practices in the securities business;

to formulate principles for the guidance of the securities market industry;

to monitor the solvency of license holders and take measures to protect the
interest of customers where the solvency of any such license holder is in
doubt;

to protect the integrity of the securities market against any market abuse,
fraud, and violations of this Law, including abuses arising from the practice of
insider trading;

to adopt measures to minimize and supervise any conflict of interest that may
arise for dealers;

to review, approve and regulate takeovers, mergers, acquisitions and all forms
of business combinations in accordance with any law or code of practice
requiring it to do so;

to create the necessary atmosphere for the orderly growth and development of
the capital market;

to examine and approve invitations to the public.

to undertake such other activities as are necessary or expedient for giving full
effect to the provisions of this Law; and

to perform other functions specified under this Law.

Discharge of functions

In discharging its functions the Commission must, so far as is reasonably possible,
act in away —

(@)

which is compatible with the regulatory objectives of the Commission; and
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(b) which the Commission thinks fit for the purpose of meeting those objectives.
6.2.  The regulatory objectives of the Commission include —

@ the promotion of fair, orderly and transparent markets;

(b) public awareness of the securities market; and

(c) the protection of investors;

6.3 In discharging its functions under this Act, the Commission must have regard
to -

@ any published policy and development strategy for the market;
(b) the need to use its resources in the most efficient and economical way;
(© the responsibilities of those who manage the affairs of regulated persons;

(d) the fact that a burden or restriction which is imposed on a person, or on the
carrying on of an activity, should be proportionate to the benefits, considered
in general terms, which are expected to result from the imposition of that
burden or restriction;

(e the desirability of facilitating innovation in connection with regulated
activities;

()] the desirability of facilitating competition between those who are subject to
any form of regulation by the Commission.

6.4 In managing its affairs, the Commission must follow the generally accepted principles
of good corporate governance as are applicable to it.

6.5 The Commission must make and maintain effective arrangements for consulting
practitioners and investors on the extent to which its general policies and practices are
consistent with its general duties under this section.

6.6  The Commission shall at least once a year produce an annual report on the discharge
of its functions under this Act and the extent to which, in its opinion, the regulatory
objectives have been met.

Section 7. Conduct and statements of principle

7.1  The Commission may issue statements of principle with respect to the conduct
expected of regulated persons and those persons exercising control over such
regulated persons.
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7.2

7.3

7.4

7.5

7.6

7.7

7.8

7.9

7.10

7.11

7.12

If the Commission issues a statement of principle under subsection (1) of this section,
it may also issue a code of practice for the purpose of helping to determine whether or
not a person’s conduct complies with the statement of principle.

A code issued under subsection (2) of this section may specify —

€)) descriptions of conduct which, in the opinion of the Commission, comply with
a statement of principle;

(b) descriptions of conduct which, in the opinion of the Commission, do not
comply with a statement of principle; and

(© factors which, in the opinion of the Commission, are to be taken into account
in determining whether or not a person’s conduct complies with a statement
of principles.

The Commission may at any time alter or replace a statement or code issued under
this section.

If a statement or code is altered or replaced, the altered or replacement statement or
code must be issued by the Commission.

A statement or code issued under this section must be published by the Commission
in the way appearing to the Commission to be best calculated to bring it to the
attention of the public.

A code published under this section and in force at the time when any particular
conduct takes place may be relied on so far as it tends to establish whether or not that
conduct complies with a statement of principle.

Failure to comply with a statement of principle under this section does not of itself
give rise to any right of action by persons affected or affect the validity of any
transaction; however it may give rise to the use of the powers of the Commission
under this Act.

A person is not to be taken to have failed to comply with a statement of principle if he
shows that, at the time of the alleged failure, it or its associated code of practice had
not been published.

The Commission may charge a reasonable fee for providing a person with a copy of a
statement or code published under this section.

Before issuing a statement or code under subsection (1) or (2) of this section, the
Commission must publish a draft of the statute or code in the way appearing to be best
calculated to bring it to the attention of the public.

The draft must be accompanied by —
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7.13

7.14

€)) a cost benefit analysis; and

(b) a notice that representations about the proposal may be made to the
Commission within a specified time.

Before issuing the proposed statement or code, the Commission must have regard to
any representations made to it.

Subsections (11) to (13) of this section do not apply if the Commission considers that
the delay involved in complying with them would prejudice the interests of investors.

Section 8. General Power to make regulations

8.1

8.2

8.3

The Commission may make regulations regulating the conduct of any investment
business undertaken by a regulated person and failure to comply with any such
regulations is a contravention of this Act.

Any regulations must take proper account of the fact that provisions that are
appropriate for regulating the conduct of investment business in relation to some
classes of investors may not (by reason of their knowledge, experience or otherwise)
be appropriate in relation to others.

Without prejudice to the generality of subsection (1) of this section all regulated
persons must:-

@) promote high standards of integrity and fair dealing in the conduct of
investment business;

(b) act with due skill, care and diligence in providing any service which he
provides or holds himself out as willing to provide;

(© subordinate his own interests to those of his clients and act fairly between his
clients;

(d) ensure that, in anything done by him for the persons with whom he deals, due
regard is given to their particular circumstances;

(e disclose interests in, and facts material to, transactions which are entered into
by him in the course of carrying on investment business or in respect of which
he gives advice in the course of carrying on such business, including
information as to any commissions or other inducements received or
receivable from a third party in connection with any such transaction;

() disclose the capacity in which and the terms on which he enters into any such
transaction;

(9) when in the course of carrying on investment business, a regulated person
enters or offers to enter into a transaction in respect of an investment with any
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person, or gives any person advice about such a transaction, to give that
person such information as to the nature of the investment and the financial
implications of the transaction as will enable that person to make an informed
decision;

(h) ensure that where action is or is to be taken in conformity with arrangements
for the purposes of stabilising prices that adequate arrangements exist for
making known that the price of the investments in respect of which the action
is or is to be taken;

Q) protect client money and assets for which a regulated person is liable to
account to another person;

() make provision for reasonable compensation for investors;

(k) keep appropriate records and make provision for their inspection by the
Commission; and

Q) comply with any code of corporate governance as may be issued by the
Commission

Section 9. Modification of regulations

The Commission may, pursuant to a transparent criteria of modification, on the application of
any regulated person to whom any conduct of investment business regulations under Section
28 of this Act apply, alter the requirements of the regulations so as to adapt them to the
circumstances of that holder or to any particular kind of investment business carried on or to
be carried on by him.

Section 10. Arrangements for investigation of complaints against the
Commission

10.1 The Commission must make arrangements (“the complaints scheme”) for the
investigation of complaints arising in connection with the exercise of, or failure to
exercise, any of its functions other than its power to issue principles, regulations or
codes under this Act;

10.2 The complaints scheme must be designed so that, as far as reasonably practicable,
complaints are investigated quickly.

10.3 The terms and conditions on which the investigator is appointed must be such as, in
the opinion of the Commission, are reasonably designed to secure —

€)) that he will be free at all times to act independently of the Commission; and

(b) complaints will be investigated under the complaints scheme without
favouring the Commission.
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10.4

10.5

10.6

Before making the complaints scheme, the Commission must publish a draft of the
proposed scheme in the way appearing to the Commission best calculated to bring it
to the attention of the public.

The draft must be accompanied by notice that representations about it may be made to
the Commission within a specified time.

Before making the proposed complaints scheme, the Commission must have regard to
any representations made to it in accordance with subsection 10.5.

Section 11. Investigation of complaints

111

11.2

11.3

11.4

11.5

The Commission is not obliged to investigate a complaint in accordance with the
complaints scheme which it reasonably considers would be more appropriately dealt
with in another way (for example by referring the matter to the Panel or by the
institution of other legal proceedings).

The complaints scheme must provide —

@ for reference to the investigator of any complaint which the Commission is
investigating; and

(b) for him —
(i) to have the means to conduct a full investigation of the complaint;

(if) to report on the result of his investigation to the Commission and the
complainant; and

(iii) to be able to publish his report (or any part of it) if he considers that it (or
the part) ought to be brought to the attention of the public.

If the Commission has decided not to investigate a complaint, it must notify the
investigator of that decision.

If the investigator considers that a complaint of which he has been notified under
subsection (3) of this section ought to be investigated, he may proceed as if the
complaint had been referred to him under the complaints scheme.

The complaints scheme must confer on the investigator the power to recommend if he
thinks it fit that the Commission —

€)) makes a compensatory payment to the complainant; or
(b) remedies the matter complained of,

or takes both of the steps under paragraphs (a) and (b).
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11.6

11.7

11.8

11.9

11.10

The complaints scheme must require the Commission, in a case where the investigator

@ has reported that a complaint is well-founded; or
(b) has criticised the Commission in his report,

to inform the investigator and the complainant of the steps which it proposes
to take in response to the report.

The investigator may require the Commission to publish the whole or a specified part
of the response.

The investigator may appoint a person to conduct the investigation on his behalf but
subject to his direction.

Neither an officer nor an employee of the Commission may be appointed under
subsection (8) of this section.

Subsection 11.2 is not to be taken as preventing the Commission from making
arrangements for the initial investigation of a complaint to be conducted by the
Commission.

Section 12. Establishment of Administrative Hearings Committee

121

12.2

12.3

12.4

Without limiting the scope of section 11 (1) of this Act, there is hereby established an
Administrative Hearings Committee of the Commission hereafter referred to in this
Law as the "Hearings Committee.

The Hearings Committee shall be composed of the Chairman of the Commission who
shall be the Chairman of the Hearings Committee and four other members of the
Commission elected by the members.

The functions of the Hearings Committee are:

@ to examine and determine complaints and disputes related to, in respect of, or
arising out of any matter to which this Law applies; and

(b)  to perform any duty related to the function specified under paragraph (a) as
may be referred to it by the Commission.

A person appearing before the Hearings Committee may—

@ make a representation to the Hearings Committee;

(b) be represented by a lawyer or other expert of his choice;
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12.5:

12.6

12.7

12.8:

(©)

produce such evidence as he considers necessary for the adjudication of the
complaint or matter.

Submission of Complaint and Examination of Issues.

(@)

(b)

(©)

A complaint, dispute or any violation arising under this Law shall, before any
redress is sought in the courts, be submitted to the Commission for hearing
and determination in accordance with this Part.

A matter to which subsection 12.3(a) of this section applies shall be submitted
in writing to the Director-General of the Commission and where it is not in
writing the Director- General shall cause the matter to be reduced into writing.

The Director-General shall cause the matter to be investigated and shall,
unless He or she:

(i) considers the matter to be frivolous or vexatious; or

(i) can settle the disputed matter or complaint to the satisfaction of parties
concerned, refer the matter together with the findings of the
investigations to the Hearings Committee within thirty days from the
date of receipt of the written complaint, dispute or violation and shall at
the same time inform the complainant or persons concerned of the
submission to the Hearings Committee;

The Hearings Committee shall upon receipt of a complaint or any matters under this
Part examine and determine the complaint or matter.;

The Hearings Committee shall not determine any complaint or matter which is the
subject matter of an action before a court unless the parties to the action so agree.

Proceedings of the Hearings Committee.

(@)

(b)

(©)

(d)

The Hearings Committee may exclude persons from its proceedings, other
than parties to the proceedings and their lawyers or experts, where it considers
it necessary in the interest of public order, public morality or the protection of
the private lives and interest of persons concerned in the proceedings.

The Hearings Committee may call such witnesses and request the production
of such documents as it considers necessary to determine the issue before it.

Witnesses appearing before the Hearings Committee may be paid such
allowances as the Commission may determine.

The Hearings Committee shall give a fair hearing to all persons who appear
before it and shall be guided by natural justice in its proceedings.

34



(e) Where a complaint is submitted to the Hearings Committee, the Hearings
Committee shall, within a period of thirty days from the date of receipt of the
complaint or matter examine and determines the complaint or matter unless
there is delay caused by the complainant, his representative or witness.

()] Except as otherwise provided in this Part, the Hearings Committee shall
determine the procedure for its hearings.

12.9: Decisions of Hearings Committee Subject to Approval of the Commission.

@ Every decision of the Hearings Committee on any matter submitted to it for
determination shall be referred to the Commission,

(b) The Commission upon receipt of the decision may—
(i) approve of the decision;
(it)  remit the issue to the Hearings Committee for further consideration; or
(iii) modify the decision.
12.10: Appeals from Decision of Hearings Committee.

A person dissatisfied with a decision of the Hearings Committee under this Part confirmed by
the Commission may appeal to the Commercial Court.

Section 13. Record keeping by the Commission
The Commission must maintain satisfactory arrangements for —

@ recording decisions made in the exercise of its functions; and

(b) the safe-keeping of those records which it considers ought to be preserved.
Section 14. Fees payable to the Commission

14.1 The Commission may make regulations providing for the payment to it of such fees,
in connection with the discharge of any of its functions under or as a result of this Act
as it considers (taking account of its expected income from fees and charges provided
for by any other provision of this Act) enable it —

@ to meet expenses incurred in carrying out its functions or for any incidental
purposes;

(b) to repay the principal of, and pay any interest on, any money which it has
borrowed and which has been used for the purpose of meeting expenses
incurred in relation to its assumption of functions under this Act;
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14.2

14.3

(© to maintain adequate reserves.

In fixing the amount of any fee which is to be payable to the Commission, no account
is to be taken of any sums which the Commission receives, or expects to receive, by
way of penalties imposed by it under this Act.

Any fee which is owed to the Commission under any provision made by or under this
Act may be recovered as a debt due to the Commission.

Section 15. Notices Issued By the Commission

151

15.2

15.3

154

155

15.6

Where it appears to the Commission that a person is not a fit and proper person to
perform any regulated activity and or is in contravention of any provision of this Act
the Commission may issue that person with a warning notice of any action that the
Commission proposes to take in the exercise of its powers under this Act and the date
that action will take effect.

The warning notice issued by the Commission must set out the reasons on which the
Commission relies for the issue of the notice and inform the recipient of the
opportunity to make representations to the Commission within the period specified in
the notice;

The Commission may extend the period for allowing representations under the notice
where it considered there is good reason so to do.

If having considered the representations, if any, made in respect of the warning notice
the Commission decides-

@ to continue with the proposed action;

(b) to vary the proposed action; or

(© rescind the proposed action it must give the recipient a decision notice.
Any decision notice issued under subsection (4) of this section must;

@ name the regulated person to whom the notice applies;

(b) set out the terms of the notice;

(© give the reasons for the decision; and

(d) be given to the individual named in the order.

Any person who is aggrieved by the decision of the Commission, may, within 14 days
after the person has been notified of the decision refer the matter to the Commercial
Court.
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15.7

15.8

Any regulated person who contravenes or employs a person in contravention of a
decision notice is in violation of an offence and is liable to pay a fine not exceeding
[US$150,000], or its LD equivalent. In the case of a continuing offence, with a further
fine not exceeding [US$15,000] for every day or part thereof during which the
offence continues.

In proceedings for an offence under subsection (7) of this section, it is a defence for
the accused to show that he took all reasonable precautions and exercised all due
diligence to avoid committing the offence.

Section 16. Inspection and power to call for information

16.1

16.2

16.3

16.4

16.5:

The Commission may require any regulated person to furnish it with such information
as it may reasonably require for the exercise of its functions under this Act and the
regulated person is under a duty to cooperate with any such request.

The Commission may require any regulated person to allow the Commission access to
its place of business to inspect such information as it may reasonably require for the
exercise of its functions under this Act and the regulated person is under a duty to
cooperate with any such request.

The powers conferred by subsections (1) may also be exercised to impose
requirements on any person who is or has been connected with or related to the
regulated person.

The Commission may require any information which it requires under this section to
be furnished within in such form, timescale and verified in such manner as it may
specify.

Inspection by the Commission

@ The Commission may, inspect the books, accounts, documents and
transactions of a stock exchange, a unit trust scheme, a mutual fund, a dealer
or an investment adviser.

(b) The Commission may appoint a person possessed of such qualification as it
considers adequate to exercise the power of the Commission under subsection
(1) of this section.

(©) For the purposes of an inspection under this section, the stock exchange or any
of the persons referred to in subsection (1), shall afford the Commission
access to, and shall produce books, accounts and documents and shall give
such information facilities as may be required to conduct the inspection.
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(d)

(€)

A person appointed by the Commission shall have the power to copy or take
possession of the books, accounts and other documents of a stock exchange,
the manager of a unit trust scheme or mutual fund, a dealer or investment
adviser.

A person who or stock exchange or unit trust scheme, or mutual fund which
fails, without reasonable excuse, to produce any book, account or document,
information or facilities in accordance with subsection (3) of this section
commits an offence and is liable to pay a fine not exceeding [US$5,000] or its
LD equivalent.

16.6: Power of Commission to require Production of Books by a Stock Exchange
and certain Persons.

(a)

(b)

The Commission may by notice in writing, at any time where it considers that
there is sufficient cause to do so, give directions to—

(i) astock exchange;
(i) a member of the council of a stock exchange;
(iii) a manager of a unit trust scheme or a mutual fund,

(iv) aperson who is or has been, either alone or together with another person
a dealer or an investment adviser or is or has been a dealer's
representative;

(v) a nominee controlled by a person referred to in paragraph (i) or (iv) of
this section jointly controlled by two or more persons at least one of
whom is a person referred to in these paragraphs;

(vi) a person who is or has been an officer or an employee of; or an agent,
lawyer, auditor or other person acting in any capacity for or on behalf of,
a stock exchange or a person referred to in paragraph (ii), (iii), (iv) or (v)
of this section;

(vii) any other person who is or has been a party to any dealing in securities;
or

(viii) any person, to produce to a person authorized by the Commission such
books as may be specified in the direction.

For the purposes of subsection (e) of this section, books in respect to which a
request to produce may be made shall relate to—

(i) the business or affairs of a stock exchange;
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(©)

(d)

(€)

(f)

(@)

(h)

(i)

)

Section 17.

(i) any dealing in securities;
(iii) any dealing in unit trusts and mutual funds;

(iv) any advice concerning securities or the issuing or publication of a report
or analysis concerning securities;

(v) the character or financial position of, or any business carried on by, a
person referred to in paragraph (iii), (iv) or (v) of subsection (a); or

(vi) an audit of, or any report of an auditor concerning a dealing in securities
or any accounts or records of a dealer or of an investment adviser.

No direction to produce shall be given to any person under this section unless
the Commission believes that the person has in his custody or under his
control books which relate to a matter specified under subsection (e) of this
section.

No books shall be directed to be produced by any person under this section at
a time or place that may unduly interfere with the proper conduct of the
normal daily business of that person.

The Commission may in writing authorize a person possessed of such
qualification as it considers adequate to exercise the power to request for the
production of books conferred on it under this section.

An authorization from the Commission to any person under subsection (e) of
this section may be of general application or may be limited to making
requirements of a particular stock exchange, manager of a unit trust scheme or
manager of a mutual fund or other person.

Where the Commission, or a person authorized by the Commissioner, requires
the production of any books under this section and a person has a lien on the
books, the production of the books shall not prejudice the lien.

An authorized officer shall where required to do so produce evidence of his
authorization.

No action shall be taken against any person for complying with a direction or
requirement made or given under this section to produce books.

A power conferred by this section to make a requirement of a person extends
if the person is a body corporate, to making that requirement of any person
who is or has been an officer of the body corporate whether that body
corporate is in the course of being wound up or has been dissolved.

Investigation powers
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171

17.2

17.3

17.4

17.5

17.6

The powers of the Commission under this section shall be exercisable in any case in
which it appears to the Commission that there is good reason to investigate the affairs,
or any aspect of the affairs, of any person in relation to any contravention of this Act

The Commission may require the person whose affairs are to be investigated (“the
person under investigation”) or any other person to appear before the Commission at a
specified time and place and answer questions or otherwise provide information
howsoever held with respect to any matter relevant to the investigation.

The Commission may require the person under investigation or any other person to
produce at a specified time and place any specified documents, including any bank or
brokerage records howsoever held, which appear to the Commission or relate to any
matter relevant to the investigation and —

@) if any such documents are produced, the Commission may take copies from
them or require the person producing them or any other person to provide an
explanation of them; and

(b) if any such documents are not produced, the Commission may require the
person or any other person who was required to produce them to state, to the
best of his knowledge and belief, where they are.

A statement by a person or other person in compliance with a requirement imposed by
virtue of this section may be used in evidence against him.

In this section a “person” includes but not limited to —
€)) a body corporate;
(b) an unincorporated association of persons;

(©) a partnership constituted under the laws of the Republic of Liberia or under
the law of any territory or country outside the Republic of Liberia; or

(d) an individual.
In this section, “any other person” includes but not limited to —

(@) any person who is or was that other person’s partner, employee, agent,
appointed representative, banker, auditor or solicitor;

(b) where the other person is a body corporate, any person who is or was a
director, secretary or controller of that body corporate or of another body
corporate of which it is or was a subsidiary;

(© where the other person is an unincorporated association, any person who is or
was a member of the governing body or an officer or controller of the
association;
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17.7

(d) where the other person is representative of a person, any person who is or was
his principal; and

(e where the other person is the person under investigation (being a body
corporate), any related company of that body corporate and any person who is
a connected person in relation to that company —

In this section,

@) “documents” includes information recorded in any form and, in relation to
information recorded otherwise than in legible form, and the power to require
its production includes power to require the production of a copy of the
information in legible form;

(b) “Related company”, in relation to a person under investigation (being a body
corporate), means any other body corporate which is or at any material time
was —

(1) aholding company or subsidiary of the person under investigation;
(i) asubsidiary of a holding company of that person; or
(iii) a holding company of a subsidiary of that person,

and whose affairs it is in the Commission’s opinion necessary to investigate
for the purpose of investigating the affairs of that person.

Section 18. Exercise of investigation powers by officer

18.1

18.2

18.3

The Commission may appoint any officer or any other person to exercise on its behalf
all or any of the investigation powers conferred by Section 17 and such power to
investigate shall specify the affairs, or any aspects of the affairs, of the person or firm
to be investigated in the investigation notice.

No person shall be bound to comply with any requirement imposed by a person
exercising powers by virtue of an investigation notice granted under this section
unless the investigator has, if required to do so, produced evidence of his appointment
by the Commission.

A person shall not, by virtue of an investigation notice be required to disclose any
information or produce any documents in respect of which he owes an obligation of
confidence unless —

@ he is the person under investigation or a related company;

(b) the person to whom the obligation of confidence is owed is the person or firm
under investigation or a related company;
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18.4

(© the person to whom the obligation of confidence is owed consents to the
disclosure or production; or

(d) the Commission has specifically required the information or documents.

Where the Commission appoints a person other than one of his officers to exercise
any investigation powers, that person shall make a report to the Commission on the
exercise of those powers and the results of exercising them.

Section 19. Powers of entry

191

19.2

19.3

19.4

195

The Commission may apply to the court for a warrant and where the court is satisfied
that on information on oath given by or on behalf of the Commission that there are
reasonable grounds for believing that a serious offence has been committed under this
Act and that there are on the premises specified in the warrant, documents relevant to
the question whether that offence has been committed or whose production has been
required under the investigation powers and which have not been produced in
compliance with the requirement.

A warrant issued under this section shall authorise any officer of the Commission or,
any other authorised person to —

@ enter the premises specified in the warrant, using such force as is reasonably
necessary for the purpose;

(b) search the premises and take possession of any documents appearing to be
such documents as are mentioned in subsection (1) or (2) of this section or to
take, in relation to any such documents, any other steps which may appear to
be necessary for preserving them or preventing interference with them;

(© take copies of any such documents; and

(d) require any person named in the warrant to provide an explanation of them or
to state where they may be found.

A warrant issued under this section shall continue in force until the end of the period
of one month beginning with the day on which it is issued.

Any document of which possession is taken wunder this section may be
retained —

@ for a period of three months; or

(b) if within that period proceedings to which the documents are relevant are
commenced against any person for any criminal offence, until the conclusion
of those proceedings.

In this section, “documents” include information recorded in any form.
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19.6 Order by Magistrate to Search Premises

@) Where it appears to a Magistrate, upon written information on oath, and after
any enquiry he may think necessary, that there are reasonable grounds for
suspecting that there are on any premises books the production of which has
been directed and have not been produced in compliance with the direction,
the magistrate may issue a warrant authorizing the Commission or any other
person named in it—

(b) to search the premises and to break open