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ABSTRACT

The concept “corporate governance” has become btteeanain pillars that must underpin economic sunit is
one of the most prominent and important framewadrkshe regional and international institutions amgjanizations.
Corporate governance importance increased duesteabnomic change found place in the end of lagucg after the fall
of communism system. This new economic system lgrdapends on private companies, which are keetuidy, analyze
and apply governance framework. One of the mosbitapt institutions which are very much interesitedhe concept
are: the International Monetary Fund (IMF) and @mganization of Economic Cooperation and Developgn{@ECD).
For all the above-mentioned information, the stpdgsents an analytical review of the corporate gwmce concept, the
importance of its determinants, the advantagesobjettives of governance framework and its impactompanies’ and
countries’ development. Also, the paper will bryedinalyze the level of implementing good governgmeetices in Egypt
prior and after the January 2011 revolution. Andvill also shed the light on the Egyptian exper&ro applying

corporate governance framework through a compa ativdy between the year 2005 and the year 2010.

At the end, the researcher will present few genesabmmendations regarding how companies shoulty app
good governance framework; and will present fewceEpeecommendations for the Arab countries andpEgy follow in
order to attain a successful implementation of cate governance. At last, the researcher will eanjzle on areas for

future research to be considered.
KEYWORDS: Corporate Governance, Egypt's Corporate
INTRODUCTION

A growing interest in this subject of corporate gmance has been evolved in many developed andyemer
economies over the past years, especially aftevahieus financial crises that have occurred in ynafinthe companies in
East Asia, Latin America, Russia and the USA inrtmeeties of last century. The concept sparked useraf the financial
corruption, mismanagement, lack of oversight, eigmee and skill, as well as a lack of transparenelyich led to
shareholders’ heavy financial losses. Due to thergence of globalization and liberalization of fical markets, and the
prevailing of the free market concept in most depell countries, as well as the sparking of this mewcept of
governance framework, most developed countries raady developing countries are taking the mattemamblying

corporate governance framework seriously. Of cquts$e obvious why!
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To achieve high corporate profits and create newodpnities for investments, companies maintain the
excellence of work to create a sound structureooparate governance that ensures transparency. Rinmy for sure,
applying corporate governance is opening a gapedsperity.

These circumstances prompted many investors to fookcompanies that apply the concept of corporate
governance. A coordination of supervisory respdlis#s among the authorities in any country isractal matter; and the
role of central bank and ministry of investmentmonitoring the compliance of authorities with come governance
framework implementation, is also highly importdatensure greater coherence in applying a sucdessfitutional

development within a corporate governance framework

Actually, issuing laws, legislations, and regulasaegarding an effective corporate governance éveonk and
ensuring an institutional reform is the easy péathe equation. If we look closely to this issues will figure out that the
whole matter is underpinned by ownership structite®mplex groups, the role of multiple sharehdddéhe dynamics of
ownership structures, and the links between shédef®and their board representation. Also, isngfiy related to the
analysis of employee representation, interactionth wuppliers and civil society institutions, anskues related to
corporate social responsibility. Never-the-less, ¢hlture of people and the culture of public oigations and their ability
to enforce the law and coordinate their marketviigs more closely in order to ensure greater paiee. Successful

implementation of corporate governance is witlelittse if not accompanied with human resource devaént.

As for Egypt, the corporate governance framewornkniderpinned by two legislations: The Capital Maskeaw
of 1992, and its executive regulations, which agmplio all entities listed on the stock exchange amd others offering
securities to the public; and the Companies Law df59981, and its Executive Regulations, which ggspto joint stock
companies, partnerships limited by shares andduniiability companies. Our experience in Egyptidgrast decades of
last century and till now, is proofing that a swsfal implementation of institutional framework the Egyptian
government is conditioned by a corporate governdremmeworkand visa-versa. What is noticed, govemtsén the
middle-east achieved little progress regarding teiwm of authority and responsibility at the tésrial and functional
levels and strengthening the role of civil socigtyublic affairs; as well as sharing of power. gggpecifically speaking
made impressive strides in other areas of refortnhas experienced problems with administrative dgaézation and
achieving public sector transparency and accouitialfiddriana Alberti and Fatma Sayed, 2007)

The main objective of this study is to present thmportance of corporate governance determinants, th
advantages and objectives of governance framewmtkita impact on companies’ and countries’ develepimAlso, the
paper will briefly analyze the level of implemergigood governance practices in Egypt prior and dfte January 2011
revolution. And it will also shed the light on tBgyptian experience in applying corporate goveragdremework through
a comparative study between the year 2005 and ¢lae¢ $010.What lessons can be applied to regulatorgorate
governance? How do the dynamics of institutionalngfe influence corporate governance reform? ®dlearchers and

scholars haven’t found the definite answer yet.

Followings the researcher will present the defimitof the governance concept, the determinantsiitapce, and

goals of corporate governance
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DEFINITIONS OF TERMS

Definitions of the Concept of Corporate Governance

Corporate governance is one of the most importadt@mprehensive terminology that is spreading ajlgb
During the last two decades there has been a ggowiterest in the application of governance pritespin most
developed and emerging economies. That is duestaegulatory and accounting, financial, economigied and

environmental aspects.

It should be noted that at the global level, thisrano unified definition of governance concept agraipon
between all economists and legal experts, analysiters and researchers, but there are severailititefis and concepts,
according to the interests and concerns of the#terair researchers and analysts, and others. Wiensbéation some of
them

» A set of laws, rules and regulations, standardspandedures aiming for regulating the relationdtéween the

company's administration and owners in order toeaehhigh quality and excellence in performance.

» ltis a set of incentive policies, carried out by tompany's administration to magnify profits flee benefit of

shareholders.
* An integrated financial and non-financial contrgétem.

e It gives the shareholders the right to appointdabmpany’s board of directors in order to monitod ananage
them.

« Governance is a set of regulations, decisions afidigs adopted by the company in order to achiality and
excellence in the selection of capable and effectools and methods to achieve the company’s gmads

objectives.

» Itis aiming for achieving transparency, indeperwderjustice, and integrity as a collateral agafostuption and

mismanagement.

« Governance framework is a particular system, wiah be managed and which monitors the company'k twor
promote and develop the disclosure principle, parency, and accountability in order to maximize th

company's profits.

e It is the government legislation which deals withe tshareholders, and ensures compliance to laws and

regulations.

» Governance could be perceived as a legal framewankt it could be also perceived from an economic

perspective. It is also considered a moral fram&ywwhich protects the rights of all stakeholders.

Since the economic change happened during the feladtacentury, public and private companies airfedhe
expansion in business size, investments and nuaftsdrareholders. Companies applied corporate ganemto deal with
the conflicts occurring between companies’ managen{administration) and investors. The separati@iwben

management and ownership of the company is eskdntiassigning non-executives to the board ofaes. Practicing
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corporate governance keeps the relationship betwegstors and companies in its best shape, thréinghcial control

and owners’ voting rights regardless of their shaige.

Corporate governance is directly related to refammd financial improvements of the market, and etitng foreign

investments.
DETERMINANTS OF CORPORATE GOVERNANCE IN COMPANIES

There are two sets of parameters assessing sudciesgfementations of corporate governance: thered and

the internal (parameters) determinants, as follgwin
The External Parameters (Determinants)

The existence of such determinants ensures lawsesnudations which help to manage the implementatiba

successful business. These set of regulationsdaclu
e The existence of laws and regulations governindaher market, companies and procedures.

* Management of competition and preventing monopoljtactices and bankruptcy.3.  The existence of an

efficient financial sector, which can

* Provide the necessary funds to implement projédso, efficient regulatory bodies should monitodacontrol

companies.
» Self-regulatory organizations such as professiasabciations and companies should operate indbk siarket.
» The existence of private institutions is necesssugh as financial advisory and investment offices.
The Internal Parameters (Determinants)
These parameters include:
* Rules, regulations, and principles which definedty¢e and nature of the company’s decisions.

» The distribution of powers and functions betweer theneral Assembly and the Board of Directors and

executives in order to reduce the conflict of iats among these parties
e Governance eventually lead to increased confidenttee national economy.
* Increase and deepen the work to mobilize markehgawand raise investment rates.
»  Protect the minority and small investors’ right.
e Support and encourage private sector growth.
* Help projects to obtain finance and develop profits
» Create Jobs.
GOVERNANCE STANDARDS

Many institutions have been keen to develop specifteria and standards for the application ofegoance. In
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this section we will present some of these starglard
The Organization of Economic Co-operation and Devepment (OECD)
It has identified five criteria in 1999 and theaued an amendment in 2004, and these criteria are:

An effective corporate governance frameworks ieweisal for transparency and efficiency of markesd the

distribution of responsibilities among the varisagulators and authorities
Protecting all shareholders’ rights, such as:
Stock ownership transfer.
Choosing the Board of directors
Audits of the financial statements
Participating in the general assembly meetings
The right to vote

e Equality of all shareholders regarding gender,amatiity, in terms of voting in the general assemddywell as

their right to be informed and to know everythie¢pted to company’s transactions.

» Establishing a legal mechanism that allows all shaiders to participate in an effective control andit of the
company and allows them the accessibility to thguired information of banks, employers, employees,

bondholders and customers.

e Disclosure and transparency for all company's lsses, including financial aspects, performancel an

ownership.

» ldentifying the board of directors’ duties and resgibilities and the methods of selected tasksfandtions of

monitoring the company’s management.
The Basel Committee on Banking Supervision, the Glal Standards

In 1999, the Basel Committee developed instructeoms$ guidance for corporate governance in the ingn&nd

fiancial institutions, the most important of thesstructions are:

. Applying codes of ethics within institutions to sb@ood behavior.

. Developing a strategy of participation and conttitou among employees.

. Identifying and allnocating responsibilities andtiden-making positions among council members.

. Finding a system that includes internal and exteandit and an independent management tasks.

. Finding formulas and mechanisms of the type anthfof cooperation between the board of directors

and auditors.

. Find the type of surveillance centers (such as nsfjareholders and senior management).
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. Applying justice and equality in the distributiohtangible and intangible incentives.

. Ensuring an appropriate information flow.

Standards IFC Standards

In 2003, the International Finance Corporationhaf YWorld Bank developed rules and principles aaddsdrds of

financial and administrative aspects of governawitiein the institutions. The most important ruleglgrinciples are:

Good acceptable practices of corporate governance.
Creation of new steps to ensure good governance.
Fundamental contributions to the development amtorement of local good governance.

Effective leadership.

The Objectives and Advantages of Successful Implemition of Corporate Governance

Transparency, justice and protection of sharehselddghts and equity through implementation of sule

regulations and controls over all company’s adtwgit

Determining and activating the rules and regulai@md administrative structures which grant accthlat

management of the company and ensure equity.

Supporting the development and investment by deegeand escalating investors’ confidence in the ke’

capital.
Work on savings development and maximize profitghbéind create new jobs.

Work on effective financial performance through dananagement and enforce accountability for therfaf

shareholders.

Set good and effective control system over the econ units in order to develop and improve thesésun

competitiveness.

Work to combat unacceptable behavior, whetherératministrative or ethical aspect.

Providing new job opportunities.

Attracting local and foreign investment to reduce dutflow of national capital.

Enforcing transparency in financial accounting &uth reduce and control corruption level in thenpany.

Develop, improve and help decision-makers, suchmasagers and boards of directors to build a sdphist

strategy to boost the administrative and finanefitiency of the company.

Stimulate the labor force of the company and imprtheir production level, and deepen their faitd &mmst the

company.

Disclosure of information, experiences and skiisoae of the major governance principles.
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Finally, the most important objectives of corporgéernance are: enforcement of accountabilityaeting local and
foreign investments by issuing laws and legislatigranting privileges to investors. Also, fightiagainst corruption with
all available means, as well as instilling ethipaihciples and humanitarian and economic transast@mmong dealers

within companies.
Corporate Governance and Legal Immunity

Corporate governance as it works to ensures thsrigf different stakeholders, such as:companysesiolders
and the board of directors, managers, employerdets, banks and other stakeholder's campaign.badsegulations
governing companies work are the backbone of theioaship between the parties involved in the campand the
economy as a whole.Among these laws and regulatwes corporate laws and capital markets, bankiegpounting,
auditing, and antitrust, tax, labor and otherghia regard, the International Finance CorporaitioR002, stressed the need
to pass legislation to corporate governance andsfam two important pillars, which are disclosura accounting

standards.

In spite of the multiplicity of laws and regulat®and procedures, these laws and regulations eyirde safety

valve to ensure good corporate governance.
Corporate Governance and Social Welfare

There is a comprehensive concept of corporate ganee beyond the economic companies’ concept, asich
publicly or private owned companies, which is agsed with production of goods or services,whicléhan impact on
the welfare of members of the community.There mmon saying, that if the company is sound, nicleagistrate's
economy as a whole, and if it is corrupt, the intpadends to the detriment of large numbers of eooa categories and
society.Under this approach, the corporate govemdias an impact on individuals, institutions aadiety as a whole,
providing security for individuals to achieve maxim profits and ensure stability and progress ofketar economies and

societies.

We can say that the companies are affecting théicplife, especially jobs, incomes, savings anchdtads of
living. It affects individuals and institutions asell. Because of all the above-mentioned, corpoggernance is
important to the progress of states’economies hatistwhy countries should focus on rules and rguis which lead to

markets’ economic stability.
The Economic Importance of the Application of the &andards and Rules of Corporate Governance

The need for overall corporate governance in thabAworld in particular and the developing counttiese
emerged after the economic reform,which startetthénbeginning of the new century in this counttys lwell known that
companies are at the end of each year participatirtge preparation of final accounts.Disclosurd &ansparency are
required in the preparation of these accounts tscausound and clear practices of corporate goweenwill combat

economic corruption.
The Researcher will Present the Most Important Priciples Governing the Rules of Corporate Governance

The board of directors set formulas, mechanisnggjlations and systems that ensure commitment ambceto
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corporate laws and regulations, to enforcedisclxsfinformation to shareholders, creditors and osiekeholders.
» Board members should consider themselves repreéisestaf all shareholders.
* Board members should make sure thatexpertise altglazle available among non-executive directors.
* Minutes of meetings, records and books must beyas\agailable

* The annual report submitted to the shareholderd makide company's business and financial positiomthe

future outlook of company’sactivities.

e Determine the formulas and methods that allow $t@ders to express their views and enable them akem

thoughtful decisions.
* The need for audit committees, which affiliate vt board of directors.

 The need of internal audit committee and the prgmar and study of the efficiency of the internaintrol

system. The financial statements should be suluhiti¢he board of directors.

* The audit committees must play a vital role in eimguthe quality of financial reporting and the tlaof

accounting information.
e The importance of disclosure and transparency daggfinancial and non- financial information.

» The need for clarity in the stated policies, esalgciregarding the company’s plans of policies @ndcedures,

which ensures company’s credibility.
e Maintaining the economic governance, which will tdoute in defeating corruption.

These rules are essential to prompt companiedl listethe stock exchangeand to financial institugicand

companies that will be funded mainly from the bagksystem.

The Link between Corporate Governance and Many Aspes of Developmenjt

The Link between Finance and GrowthThere is strong cross-country evidence establishipgsitive impact of
financial development on economic growth, especiafter the international financial crises. Theseai strong cross-
country association between it and the level ofagnoin GDP per capita. Second, and importantly tfer analysis of
corporate governance, the development of bankietgsns and of market finance helps economic growtmany studies,
the impact on growth of the development of both heking system and capital markets is economidatiye? It has
been proved, that it is not financial institutiomsfinancial markets themselves that matter, btiterathe functions that
they perform. It also has been found out that,rfial sector structure has no significant impacgmwth. But to function

well, financial institutions and financial markets,turn, require certain foundations, includingogogovernance, but not

IstijnClaessens&BurcinYurtoglu, Corporate Governasmee Development (An Update), International Finance
Cooperation: Forum Publication, 2012

2 According to the estimates provided by Beck andre (2004), for example, an improvement of  Bigyfevel of bank
credit from the actual value of 24 percent to tmgle mean of 44 percent would have been assoadidtied. 7
percentage points higher annual growth over the@dr975-1998. Similarly, if EQypt’s turnover ratiad been the
sample mean of 37 percent instead of

its actual value of 10 percent, Egypt would havieysd nearly 1.0 percentage point higher annualtro
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necessarily a certain mix of banks and capital etark

Research still needs to address other questionb, & those regarding the mix between banking apitat
markets, and the structure of banking and othemfiral markets, which has been argued to be impioftet economic
development. More research needs to be conductekhday all about the relationship between the stmgctand
development; while it has been proven that ther jsitive relation between applying good goveceapractices and

attaining economic growth and development.
The Link between Legal Foundations And Growth

A good legal and judicial system is also importint assuring that the benefits of economic develepinare
shared by many. Legal foundations include propegits that are clearly defined and enforced ad a®lother key

regulations (disclosure, accounting, and finanedaitor regulation and supervision).

Scholars’ papers such as LaPorta, Lopez-de-SilaBbfifer, and Vishny (1997, 1998), emphasized the
importance of law and legal enforcement on firmsvernance, markets development, and economic gravdhy other
papers have since shown the link between legaititisns and financial sector developmefn weaker legal
environments firms not only obtain less financing &also invest less than the optimal in intangddsets.At the firm level,
studies have documented the importance of corpg@ternance for access to financing, cost of capitduation, and
performance for several countries, using variouthodologies. The research shows that better cagg@/ernance leads

to higher returns on equity and greater efficiency.
In conclusion, how does Corporate Governance Mattefior Growth and Developmenf?4

The literature has identified several channels ubgho which corporate governance affects growth and

development:

* Increased access to external financing by firmslead, in turn, to larger investment, higher grqvethd greater

employment creation.

 Lowering of the cost of capital and associated digfirm valuation makes more investments attractive

investors, also leading to growth and more employme

» Better operational performance through better ation of resources and better management creatdthwaore

generally.

e« Good corporate governance can be associated witbdaced risk of financial crises,which is particlya

important given that financial crises can havedaggonomic and social costs.

« Good corporate governance can mean generally bretstionships with all stakeholders, which helpgiove

% see Beck and Levine 2005; for a survey, see Bébahd Weisbach 2009; for a survey of the Nationgdrity System
Study Egypt, 2009, p.133-134

theoretical analyses and empirical evidence o&ffects of corporate governance and regulation

on performance at the country and company levetsBsuno and Claessens 2010b.
“StijnClaessens&BurcinYurtoglapcit, 2012
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social and labor relationships, helps address mstles as environmental protection, and can hetheureduce
poverty and inequality.

Good Governance Practices in the Arab World

According to the united nations world public secteporf, the Arab region didn't benefit much from
globalization, as it still needs further promotéores to create an enabling environment for tradso investment and
private sector development. The point is, institaél development and applying corporate governavittén the public
sector is of little use without complementary hum@source development. Professional and technikidls sand
knowledge must be enhanced so that government gegscand public officials are able to deal with rdemands in an
evolving democracy and market economy. Promotinggtiee participation at all managerial levels withthe public
sector, and promoting the delivery of quality seegi to the public. Unfortunately, little progress been made regarding
the previous-mentioned and regarding the role wil ciociety in public affairs. Also, there is codsrable internal
resistance to the sharing of power resources aggamty distributed, and local capacities remainkvé&agypt has made
impressive strides in other areas of reform but &mgerienced problems with administrative deceiztiibn and

achieving public sector transparency and accouitiapAdriana Alberti and Fatma Sayed, 2007)
Corporate Governance in Egypt

Recent assessments indicate that Egypt, Lebanomddm and the West Bank rank as very weak in tesfns
their integrity system. In Egypt accountability raims a significant challenge across all branchegweérnment as well as
in other social sectors, including business, theian@nd civil society. The National Integrity SysteStudy (NIS) of
Egypt, Lebanon, and Morocco concluded that nepotisribery and patronage are so common that theywédely
accepted as facts of life. The absence of ombudsnsgitution in these countries, and furthermorgyjit, Palestine, and
Lebanon do not possess national anticorruption @geneven though such an agency has been propodedanon. ,
(Transparency International and USAID, 2010)In Egyhe political interference comes mostly from tleecutive
branch. There are concerns that the executiveléstaluse the Egyptian NIS report, for examplessihe cases of central
auditing organization, whose oversight role intbeent privatization program has been curtailed.

The Egyptian study also mentions a legal provisidrich requires consent of the president to begjadiial
investigation against government officials. (Natibmtegrity System Study Egypt, 2009, p.125)

Lacking Transparency

Egypt's Central Auditing Organization (CAO) is resible for the auditing of public sector instituts and
some other entities, and for producing audit repdiiowever, no mechanism exists to make CAO rewadable to the

public, nor is an effective system in place to eegallow-up of CAO findings.

Public access to information is extremely limiteztcss the country. Comprehensive laws on the freedb
information are missing and those laws which doreskl rights to access information do not contaiforeament
provisions which could be used to ensure the canpé of reluctant institutions. This lack of accesmformation lead to

lacking transparency and meaningful public parétipn and hinders the public’s ability to uncoverrapt practices. This

® UN, United Nations World Public Sector Report March 2010

| Index Copernicus Value: 3.0- Articles can be sent teeditor@impactjournals.us




Coporate Governance and Its Role Inadministrative ad 17
Economic Reform an Overview of Egypt's Corporate
Governance Practices

is particularly problematic for the media, as istriets journalists’ ability to investigate suspios of corruption without

encountering legal obstacles. (National Integriggt&m Study Egypt, 2009, p.133-134)
Conflation of Private and Public Interests
In Egypt, situations posing a conflict of interbatve recently increased,
Particularly the emergence of prominent businegsipabat simultaneously
Hold high-level public offices.(National Integrif§ystem Study Egypt, 2009, p.55)

However, in Egypt efforts undertaken to fight catian by the government and anti-corruption agentiave
increased since the presidential election commis@ideC) in 2005; as it was established and changgdsupervising the
presidential election process and monitoring cagwdinancing and campaign rules by the media. A a taking
proper action if such rules are violated. Also, pggstablished a multi-stakeholder Transparencyliatedjrity Committee
under the auspices of the Minister of State for Adstrative Development, and set up a Centre fan$parencylocated at
the Ministry for Investment.In Egypt, “the governmbgtogether with the general prosecutor’s offttes been cooperating
with concerned international organizations to fulfs obligation in regard to the UNCAC”.(Unitedatons Convention

Against Corruption)

Corporate Governance in Egypt Prior and post the Jauary 2011 Revolution

Prior the January 2011 Revolution

In the late 1990s, the world bank and the inteomati monetary fund (IMF) supported implementingeaonomic
reform programme in Egypt. The aim was to encoufaggign investors and local businessmen to inve&gypt, rather
than investing abroad. The Egyptian authoritieseustbod the need for good corporate governanceigeac which
ensures reliable corporate information, sound firerprinciples, and adoption of international aating and auditing
standards. In 2001, the world bank and the IMFntjpiconducted an assessment of Egypt's corporatergance
practices. This assessment was based upon theizatjam for economic cooperation and developmeri@D) principles
of corporate governance. The results indicated Eiggpt applied 62 per cent of the principles. Ampartant achievement
of the Egyptian government was establishing theEBagpinstitute of Directors in 200 his institute worked jointly with
a range of international organizations, includihg WB, the International Finance Corporation, tiéQTAD, and the
Center for International Private Enterprise, fog tim of strengthening the corporate governancetipes in Egypt.The
institute seeks to fulfill its mission through tmaig programs and workshops activities, and throtigh provision of

information on corporate governance principles,esp@nd best practices.

In 2005, the Capital Market Authority (CMA) furthecontributed to corporate governance reforms by
restructuring its organization and initiating a @eqte sector focused on corporate finance and catgpgovernance. (fig.
on p.6) The Ministry of Investment and the Geneyathority for Investment and Free Zones (GAFI) antuced in the
same year (2005) the first Egyptian Code of Corgoi@overnance (ECCG) written in Arabic. The ECCGaiso
applicable to companies that use the banking systera major source of financing; this compliancéhvaorporate

governance standards assists in strengtheninggttits of creditors. In 2006, the Ministry of Inve®int issued the Code of

® The institute was supervised by the Ministry ofdstment (MOI) according to presidential decree 281/2004
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Corporate Governance for State-owned companiesdbasehe ECCG and the report of the OECD workingugron
privatization and corporate governance of stateemlvassets.In addition, the CMA issued the Corpo@gernance
Manual for family businesses in October 2006. Thanual is considered the first guide in Egypt dmel MENA region

for family companies seeking growth and sustaititgifibr their business.

In April 2007, the institute hosted the first meetiof the "Certified Director Forum of Egypt". A rtificate
program offered by the institute jointly with thatérnational Finance Corporation aimed at promo@mgreness of

corporate governance issues to senior companyaiffic

In May 2007, the institute conducted competitiomisthe best annual report and best website to pemvorld-
class standards in corporate reporting. It alssedsa manual for audit committees to make surecihr@torate governance
principles will be applied properly. Also in 200CMA issued a new code of ethics for auditors in fEgyrhe code
discusses issues such as independence of audibjestivity, competence, confidentiality, and pssi®nal conduct. The
code presents conditions and rules for hiring auwslit conflicts of interest, fees, marketing of $ms, and gifts.
(UNCTAD and AUC, 2007)

Post the January 2011 Revolution

After the January revolution, due to the financiasis, there was a need to strengthen governarteystems of
internal control in banks and strengthening thes rol the regulatory systems. The central bank ofpEglistributed
instructions to all banks registered with it. IT%8ugust 2011 the central bank created systems wérgance. The main
features of the regulations on banks governance:wiére concept of governance according to the akehank's vision
board of directors and according to the relation&@tween banks internal audit committee and boadirectors with the
external auditors. Finally, in case any bank caudd abide by any of the required instructions,hibwd report to the
central bank accompanied by strong justificatioihsis important to adhere to the key rule of gowasrce, namely:

"Comply or Explain”

In May 2013, the Egyptian society of accountants amditors released its first draft regarding coap®
governance regulations to be a part of the acceptaram for the society.It is important to mentthat the Egyptian
Financial Supervisory Authority (EFSA) is keen ongaging all the market's parties and professiossb@ations
participate in the process of issuing rules throadhrm that has been prepared by the EFSA anemiexs$ on its website
page.

Next we will show an evaluation of the level of gocorporate governance practices in Egypt, throagh
comparative study between the year 2005 and the 3@H); conducted by dr.Nermeen F. Shehata an&ldiled M.
Dahawy through a paper presented to United Nat@orsference on Trade and Development, November 20 meen
F. Shehata and Khaled M. Dahawy, 2013) The studsglgts are summarized in 2 tables:

Table 1 Is Presenting the Various Sectors withinSkudy and the Number of Companies of Each Sector
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Table 1: EGX 30 Industrial Classifications

Sector — Of.
Companies

Banks 3
Basic resources 1
Chemicals 1
Construction and materials 2
Financial services excluding banks 6
Food and beverage 1
Industrial, goods and services and 1
automobiles
Personal and household products 3
Real estate 7
Technology 1
Telecommunications 3
Travel and leisure 1

Comment on Table 1

The tableis presenting the level of good corpogateernance practices within variety of sectors gy, and the
number of companies of each sector. As we revientdble, we notice that the highest number of conggawas in the
real estate sector, then the financial servicetudittg banks, then come the banks, the personahandehold products
and telecommunications. The companies of the faligveectors come at the end of the list: consioucéind materials,
basic resources, the food and beverage, the imaugioods and services and automobiles, chemitattinology, and

travel and leisure.

Table 2is presenting a review of the implementation statficorporate governance disclosuresin 29 companie
in Egypt with the ISAR benchmark and the UNCTAD licdtion guidance on good practices in corporateegaance.
This disclosure items are organized into five categ and next to each item is the number of comegafound to be

disclosing this item. The five broad subject categoare:
» Financial transparency and information disclosure
»  Ownership structure and exercise of control rights
e Board and management structure and process
» Corporate responsibility and compliance
e Auditing

Following

"The sample of companies is composed of the 30 coiepéhat make up the EGX 304. The EGX 30 is thetmo
commonly used index to measure the performanceecEgyptian capital market.

One company was delisted in 2011 making the tatabhassessed companies 29 instead of 30 sin@0fteannual
report was not available for that company.
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Table 2: Is Presenting a Review of the Implementatin Status of Corporate

Governance Disclosures in 29 Companies

Number of
Number of :
Companies _Comp'ames.
Disclosure Items by Category Disclosing this Item D'Scﬁsmg ik
(Ma>2(.01029)5 (Max. = 30)
2005
Ownership Structure and Exercise of Control Rights
Ownership structure 20 13
Control structure 13 13
Availability and accessibility of meeting agenda 01 5
Control and corresponding equity stake 9 13
Process for holding annual general meetings 7 4
Rules and procedures governing the acquisitiorogdarate control 5 >
in capital markets.
Control rights 3 13
Changes in shareholdings 1 3
Anti-Takeover measures 0 0
Financial Transparency and Information Disclosure
Financial and operating results 29 30
Company objectives 29 30
Board's responsibilities regarding financial cominations 26 4
Critical accounting estimates 25 29
Nature, type and elements of related-party traimast 21 26
The decision making process for approving transastivith 4 0
related parties
Impact of alternative accounting decisions 1 0
Rules and procedure governing extraordinary traisac 0 1
Auditing
Internal control systems 26 1
Process for interaction with external auditors 6 2
Process for interaction with internal auditors 4 1
Process for appointment of external auditors 2 1
Process for appointment of internal auditors / $oofowork and 5 5
responsibilities
Rotation of audit partners 2 1
Board confidence in independence and integrityxtéraal auditors 1 2
Duration of current auditors 1 1
Auditors™ involvement in non-audit work and thedgmid to the 0 0
auditors
Corporate Responsibility and Compliance
Policy and performance in connection with environtatand 22 8
social responsibility
Impact of environmental and social responsibilityigies on the 17 8
firm's sustainability
A Code of Ethics for all company employees 9 1
Mechanisms protecting the rights of other staketisldh business 9 2
A Code of Ethics for the Board and waivers to ttigéos code 7 1
The role of employees in corporate governance 7 1
Policy on "whistle blower" protection for all empiees 5 0
Board and Management Structure and Process
Risk management objectives, system and activities 28 24
Types and duties of outside board and managemsitiqus 15 7
Number of outside board and management positi@tuirships 15 7
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held by the directors

Governance structures, such as committees and mg@ranisms 14 5
to prevent conflict of interest

Qualifications and biographical information on liharembers 14 7
Professional development and training activities 4 1 4
Duration of director's contracts 13 4
Composition of board of directors (executives aod-executives 11 10
Performance evaluation process 9 1
Role and functions of the board of directors 8 4
Material interests of members of the board and mament 8 0
Existence of plan of succession 8 6
Composition and function of governance committeecstires 7 4
Existence of procedure(s) for addressing conftttisiterest 7 1
among board members

Availability and use of advisor- ship facility dag reporting 7 1
period

Independence of the board of directors 6 4
Determination and composition of directors’ rematien 5 4
“Checks and balances” mechanisms balancing the pofibe 3 6
CEO with the power of the Board (especially in &iad board

structure)

Compensation policy for senior executives departiregfirm as a 0 1
result of a merger or acquisition

Comment on Table 2Comparing thenumber of companies disclosing the Bwad subject categories in the
year 2005 and 2010, we’ll notice the following: Téds a general increase in the corporate goveenalclosure
regarding theOwnership Structure and Exercise of Control Rightscategory; except ahe Control and corresponding
equity stake, Changes in shareholdings, and Comigbltstem(the control rights item dropped heavily fro® dompany
attained disclosure of this item in 2005 to 3 conipa in the year 2010). As for tHénancial Transparency and
Information Disclosure category, there is a remarkable increase in number of comeganihich attained disclosure
regarding theBoard's responsibilities regarding financial comnzationstem (from 4 companies in 2005 to 26 company
in 2010) AlsoAuditing category, the number of companies attairlimgrnal control systenassclosure increased from 1
company in the year 2005 to 26 company in 2010thenCorporate Responsibility and Compliance categorythe
number of companies achieving disclosure in the iRolicy and performance in connection with environtaé and
social responsibilityincreased from 8 companies in 2005 to 22 compan®0il0. As for the last categoBoard and
Management Structure and Procesghere was a significant increase in the numbeoaffanies attained a disclosure in
all items under the category (between 2005 and R@@ept of one item, which iSomposition of board of directors

(executives and non-executivéd®® difference of number of companies in both yeeas only one company.
General Comment

The Egypt Corporate Governance Project, forgedrangt yet arm’s-length, relationship with the Egdgpt

Ministry of Investment and Capital Markets.

Authority, which in turn facilitated the projectability to launch a series of advisory services tlog private
sector, as well as the region’s first institutemédtors and the world’s first country code of amnrgite governance for state-

owned enterprises. Practically speaking, signiideanorandum of Understanding rather than a formede@gent with the
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project’s public sector counterparts is often thethway forward. This allows the relevant governt@@unterpart to take
ownership and offer support, yet also keep a hegalistance from the public sector. | do believeyigs on the right path
towards applying a good corporate governance fraorlew varies categories (Financial transparenay iaformation
disclosure, Ownership structure and exercise ofrobnights, Board and management structure andgss Corporate
responsibility and compliance, and Auditing) Stifls a long journey which needs the cooperatiod antegration of all

cou ntry’s resources.

RESULTS AND RECOMMENDATIONS

Results

Despite the importance of corporate governancd, istis a highly controversial topic. Many schadaand
researchers have a lot of disagreements regartimgdncept of corporate governance and its variopacts within
companies and country’s economy. Different termghefconcept have been used, but the most widely isacademic

and research field is ‘Corporate governance’.

* In recent years, interest has increased dramatioélihe concept of corporate governance.It hasimecone of

the main pillars that must be taken into great w@ration by various economic units.

e The application of corporate governance is thectlireand the pledge to ensure the rights of stdkeh® within

companies and private investors.

* The applicationof the concept of corporate govetranmas great positive impacton individuals, instits and

communities in many economic, legal and social etspe

» Good corporate governance in the form of finanaiébrmation disclosure is working to reduce indtins’

capital cost.

» Good corporate governance helps to attract foraighlocal investment, and helps to reduce capittloav and
combat corruption.

e The obligation to apply the intellectual aspectsarporate governance is well reflected on thegeerénce of the

financial and monetary economic units.
Recommendations

» Researchers, academics and professional orgamigatfmould give greater attention to the corporatemance

concept to attain its great impact on the econopattical, and social life of the country.
* Increasing disclosure and transparency in compasnsnust.

» Raising awareness regarding the importance of catpgovernance implementation, through seminaggtings

and conferences.
» Staff training is of a great importance from thesetiand should be included in the budget.

» Replicate successful country projects at the regitevel. Once successfully piloted and “standadizin a

country, can help corporate governance spill oWeerocountries.
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The success of a corporate governance projectultithately depend on the quality of project staffring the
right individuals with real and practical corporaf@vernance expertise, leadership qualities, amshagnication
skills poses a serious and time-consuming, yeinsoirmountable, challenge.

Set and develop many legislations, regulationslawd in the Arab world to improve the performandéoards

of directors, managers and shareholders' equityertompany.

Nations should know more about ownership structivesomplex groups, the role of multiple sharehoddéhe

dynamics of ownership structures, and the linksvbenh shareholders and their board representation.

Governments should encourage the analysis of emplogpresentation, interactions with suppliers eind

society institutions, and issues related to corgosacial responsibility.

Governments should find ways and facilities to eeaenforcement in environments with weak propedyts,

poor legal systems, and limited market-driven ferfoe adopting corporate governance reforms.

Develop a unified view of the concept and appl@matof corporate governance in the Arab world.thfoug

seminars, conferences and meetings and exchangegiences..

Egypt, with a population of nearly 90 millions, sittb concentrate on developing its human resourtasirsy
from ensuring and providing health services to ation, training and enhancing various talents d«its of this

valuable resource.

Egypt should consider other nations’ successfulémentation of corporate governance framework.
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