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PROTOCOL

It gives me pleasure to welcome you to this conference  on 0Good
Governance and Regulatory Leadership ¢ being jointly organized by
the Securities and Exchange Commission (SEC, the Central Bank of
Nigeria (CBN) and the Commonwealth Business Council (CBC) in

conjunction with the Nestor Associates and FDHL -MT Ltd .

The corporate failures which characterized 2000 to 2002 when
institutions like Enron and WorldCom collapsed brought corporate

governance issues to the front burner. The corporate failures no

doubt drew the worl dds attention
governance was extremely important to corporate performance and
survival; indeed there is a nexus between good corporate

governance and the preservation of shareholders value,
safeguarding il nvestors?®o assets and
particularly, when governance of financial institutions is concerned.

Inde ed good corporate governance has become an important index

for institutional investors participation in business enterprises and

financial markets.

Financial institutions which are poorly governed p ose a risk
themselves and also to others and could ind eed pull down financial
markets. Recent experience in the Nigerian financial market attest

to this fact. Irrespective of how sound macroeconomic policies are, if
entities especially financial institutions are not well governed, the

macro economic objectiv es may not be attained.
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There is no gainsaying that good corporate governance strengthens
confidence in capital markets and therefore helps their
development. In the same vein, capital markets engender good
corporate governance through their disclosure, r eporting and

transparency requirements.

To strengthen corporate governance practice in Nigeria, the SEC in
2003 released a code for the capital market. This code has recently
being reviewed by the A B Mahmoud committee on corporate
governance which has b een exposed to the market and comments

received .The final version is expected to become effective soon.

The Code is an important mi |l estone
corporate governance and the protection of investors as i t contains
extensive provi sions to protect investors and other stakeholde rs.
For instance, the Code spells out the Composition  and
responsibilities of the Board of Directors, it makes provision for
Independent Directors, Dual Board membership, remuneration of
Board members, Compo sition of Audit Committees, frequency of
meetings etc. The new Code of Corporate Governance has
addressed the limitations in the old code, which if properly
implemented will ensure the attainment of the components of good
corporate governance in the manag ement of public quoted

companies.



May | at this juncture mention very briefly some of the areas that
were expanded or included in the new C  ode to address th e lapses in

the C ode currently in use:

(1) Independent Directors
The draft code has prescribed that every Public
Company should have a minimum of one independent
director on its Board, who should be free of any
relationship with the company or its management that
may | mpair or appear to iIimpair, t
make inde pendent judgments . The independent director
whose shareholding, directly or indirectly, should not
exceed 0.1 percent of the company' s paid up capital is
expected to contribute in ensuring transparency,
accountability and fairness in the operation of pub lic

companies.

(i) Multiple Directors
Based on the provision of the draft code, Directors should
not be members of Boards of Companies in the same
industry to avoid conflict of interest, brea ch of
confidentiality and misappropriation of corporate
opportunity.  Directors do not have limit on the number
of concurrent directorships, however , concurrent service

on too many Boards ma y i nterfere



(iii)

(iv)

ability to discharge his responsibilities. It is therefore
imperative that the Board and shareholders g ive careful
consideration to other obligations and commitments of
nominees in assessing their suitability for appointment

into the Board.

The Audit Committee
The draft code stipulate s that every public company is
required under section 35 9(3) and (4) of CAMA to
establish an audit committee. It is the responsibility of
the Board to ensure that the Committee is constituted in
the manner stipulated and is able to effectively discharge
its statutory duties and responsibilities. At least one
Board member of the Committee should be financially
literate and should have knowledge of accounting or
financial management, while members of the Committee
should have basic financial literacy and should be able to
read financial statements. In addition to its statutor y
functions, the audit committee has additional
responsibilities which are crucial in the well being of the
company. The SEC is presently reviewing the adequacy
of the composition and competence of the Audit
Committee members of Public Companies with a vi ew to

ensuring compliance with this provision.

Family and interlocking Directorship



The code spel Is out that not more than two memb ers of
the same family should sit on the Board of a public
company at the same -time, to safeguard the
independence of the Bo ard. Similarly, to  ensure the
objectivity and independence of the Board, cross
memberships on the Boards of two or more companies 5
to be discouraged. However, where that will lead to a
conflict of interest situation as In cross -memberships of
Boards of competing companies, then it must be

disallowed.

Other relevant areas that were addressed in the code include,
Performance Evaluation of the Board, Duties of the Board, duties of
Company Secretaries, Composition of the Board, rotation of

Auditors, whistl e blowing, Risk Management etc.

Ladies and Gentlemen, | reiterate that the Board of Directors of
Companies have a great role to play in implementing the provisions

of the new Code and ensuring financial discipline in running public
companies, which helps  the capital market to foster economic
development by promoting efficient resource allocation. It is a
known fact that funds tend to move to nations or locations where
resources are better utili sed resulting in higher returns on
investment. For our capit al market to attain this level, strict

regulations such as the entrenchment of good Corporate



Governance practice  cannot be compromised and must be

effectively implemented.

As mentioned earlier the code has been exposed to stakeholders
for their comments and  fini shing touches are being put to it, and
would be implemented thereafter, proper implementation of the
code will greatly enhance the corporate governance practice in the

Nigerian economy and raise it to a world class.

The SEC would monitor compliance and educate stakeholders on

the provisions of the code and the es sence of good corporate
governance. Apart from the code other measures been taken by
the SEC to engender sound corporate governance practice s include
filling of interim reports such as the ( half o yearly and quarterly
reports) by for public companies as a means of continuous review
and monitoring of compliance with the code and financial
standards generally , as well as assessment of the health of the

companies.

Furthermore, t he SEC had directed the Nigerian Stock Exchange
ensure that all public ly quoted companies comply with the
provisions to file their quarterly earnings forecast in line with
provisions of the ISA . In the event of inability to fulfill the forecast

the companies are expected to disclose to the exchange.



The regulators will  therefore wish to hear the views of the private
sector regarding the regulation of companies and financial markets

in Nigeria at this workshop.

Let me use this medium to assure all stakeholders that the
Securities and Exchange Commission will not relent in its efforts to
continue to improve on its regulatory framework and processes to
enhance market efficiency and prospects. In this regard, the
Commission early this year commenced a programme towards
transformation of its activities as well as the entire c apital market
through the establishment of the SEC Transformation Office. The
Transformation  Office is expected to among others drive all
activities aimed at transforming the Commission and the entire
capital market. The office is expected to function as a catalyst to
ensure the successful achievement of the various departmental
mandate requisite to the emergence of a new SEC and functional
capital market. The departmental mandates are articulated in the

five year strategic blue pr int, capital market mas ter plan . The
transformation office has already commenced work on the various
aspect of the re -engineering programme, which when completed will
move us to a more holistic and integrated system of market
regulation and development that will enhance the Com mi ssi onds

capability and boost its efficiency and effectiveness.

At this stage, | urge all participants and stakeholders to fully

participate and contribute in the deliberations at the forum and the



breakout sessions. This is merely the first of a num ber of such fora
to be organi sed by the sponsors where Board members of listed
Companies will be given opportunity to attend. It may however, be
of interest to inform you that attendance at similar fora will count
towards certification of Directors of Companies.

Finally, it is my earnest hope that this forum will achieve its set
objectives and that your deliberati ons and recommendations will
become us eful tools in making giant strid es towards reforming

corporate governance practices in Nigeria.

Thank you for listening

Arunma Oteh
13-15 May, 2010



