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Business leaders and policy makers from the Middl&ast and North Africa, including Bahrain, Egypt,

Jordan, Kuwait, Lebanon, Morocco, Oman, Palestine Bitional Authority, Qatar, Saudi Arabia, Yemen and

the United Arab Emirates (UAE) gathered with international and regional experts at the Hawkamah
Inaugural conference on corporate governance

Convinced of theimportance of good corporate governancefor financial and economic stability and
development;

Highlighting thechallenge of sustainable growtho create jobs and ensure social prosperity;
Acknowledging thevalue of investor confidencdor the emergence of sound and dynamic markets;

Affirming the need for immediate action and concrete reform meases to bring corporate governance up to
international standards;

Recognising théenefit of regional policy dialogue
Willing to co-operate with national and international organiséions and standard setters;

Relying onprivate sector adherence to good corporate governae practices andhe support of stakeholders
and civil society

Considering theMinisterial Declaration of the MENA OECD Investment Programme (Februar§&dn which
MENA countries called for good corporate governaasea key element for improving the investment aten



Participants in the conference agree on the follown:

Building on recent efforts MENA countries need to continue improving the legahnd regulatory
framework underpinning corporate governance.

Parallel to strengthening these frameworks, the eafty of supervisors and regulators should also be
addressed. Moving towards full independence from the governtmeras stressed as an important
prerequisite for success, together with a cleaindiein of their mandate. To empower these bodiges
successfully carry out their functions, governmeneed to allocate adequate human and financial
resources. Sustained political commitment at thbdst levels is needed for enforcement to be ssfuke
and in order to instil public confidence in reforms

Self-regulatory measures and corporate governancaes should be developed as a complementary
mechanism for improving enforcement in the regioff.o fulfil their function, codes need to be transtht
into practice and reach the boardroom. The co@egldped on the basis of a structured process for
drafting, where regulators, market representatives)panies, shareholders, business associationthand
media are represented, would ensure support atakeholders in the implementation thereof. Shhri’
compliant codes should be developed for Islamickbaand financial institutions especially as these
institutions are growing in importance in the regiorhe Global Corporate Governance Forum Toolkit o
Codes should serve as a useful guidance for MENAries.

Shareholders and other stakeholders, includingtoredneed to have rights and the remedies inrdade
ensure that they are treated in a fair and eqeitat@inner. The role of a well functioning court system
and capacity building for judges cannot be overenagized. In this respect effort needs to be made to
ensure the competency, specalisation and integdfithe judiciary. Mechanisms for alternative dispu
resolution, including mediation, should be put Iace to help solve corporate governance disputes in
more cost and time effective manner.

MENA boards of directorsjn all circumstance, in listed, non-listed, statered companies and banks
alike, should act in the interest of the company afl of its shareholders, including the minority
shareholders. To empower boards to exercise #tmtegic and monitoring functionsglying on a
sufficient number of independent directors (indepent from managers, major shareholders, political
and other influence) and on the establishment ofesfalized committees is necessamoard evaluation
and training should play a critical role in improgiboards in the region.

Corporate governance of state-owned enterprises ESOshould be addressed as a priority, because of
the important role they play for MENA economies This should be a gradual process. MENA
governments should aim at centralizing the ownprghinction within one state institution, or ensure
effective co-ordination of the institutions in char Transparency of SOE should improve by
strengthening internal control mechanisms carrginggindependent external audit, based on intemalio
standards and producing aggregate performancetsepdregislation should empower SOE boards of
directors as the key body for strategic directidnttee company independent from government and
political interference in the day-to-day businekthe company.

Given the preponderance and economic importance family owned, small and medium-sized
enterprises and non-listed companies in MENBromoting awareness of the benefits of better cagie
governance practices and the adoption of best pd by the private sector is an imperatiter
economic development and modernization. Accessafutal is a particular challenge for non-listed
companies, as is succession planning. Effectivepemy law frameworks, transparency and disclosure,
and enforcement are required in order to set thenitives and information systems underpinning sound
corporate governance arrangements in non-listeghbanies.



MENA banks play a dominant role in corporate finapcA shortcoming in the governance of banks can
lower returns to the bank's shareholders and cam Isgstemic consequences. Policy makers and
regulators need to ensure tlatequate banking laws and regulatiorsse in place, as well as effective
supervision of banks. Good corporate governanceldvalso support more effective risk management
practices and is a step forward in implementing Blasel 1l Capital Accord. Ownership and financial
relationships of banks need to be transparentewsbif-dealing and related lendinghould be subject to
banking and corporate governance standaBask directorsshould be competent and should ensure
sound lending and risk management and monitoriagtjges, conducive to good corporate governance in
the corporate sector.

MENA countries should act to establish effectivesolvency systems and provide a framework for value
maximisation and more efficient allocation of capit to productive usesin particular, participants
stressed the need for modernising the legal framewmoviding a more active role to creditors and
setting the terms for rescue and restructuringisifessed debtors. Institutional capacity buildivith a
special focus on the role of the judiciary, theolmency professionals and the state agencies, orormgt
company performance should constitute a prioritywel.

Promoting awareness of the benefits of better catpogovernance practices and the adoption of best
practices by the private sector is an imperativeeimonomic development and modernization. MENA
countries need to make considerable progress # rdspect. Public and private sector institutions
should design communication campaigns and trainingrogrammes for companies, directors,
shareholders, journalists and other interested pas underlining the value of good corporate
governance. Participants encourage the establishment of Inesitof Directors and Codes of corporate
governance that can play an important role inrdgspect.

Implementation:

Participants welcome the proposal of the MENA OE@rking Group on Corporate Governance to focus on
implementationof concrete measures and action plans for improstimgorate governance in the region.

They support the proposed establishmenivof task forcesfocusing on corporate governancebahksandstate-
owned enterprisesn order to provide regional guidelines based aerimational best practices, define policy
priorities, and set the milestones for time-bouctiba in these areas.

Further work, based on pilot and case studies foitlus on corporate governance of non-listed congsani
including family-owned businesses and small and iomedenterprises. Succession planning, reportind an
decision making systems, as well as improving actedinance through public listing will be amorgetissues
for discussion. Participants agreed to hold a slook, to decide on how to carry this work forward.

Participants agree that insolvency and creditdrtsigystems require special attention and welctméauinch of a
Module on Insolvency and Corporate Restructurirag a particularly timely initiative. In doing thithey will
build partnerships with all interested organisation The private sector, through the networks of QNS
International, will play a key role.

Participants encouragmedia capacity buildingas media can play a critical role in educating public and
keeping the focus on corporate governance reforfiteey welcome the contribution of the media to anass
raising on the need and benefit of reform and toieaing a general buy-in and support for betterpocate
governance.

Participants called for wide dissemination of theclaration to Governments, regulators, privatéosdmdies and
to the general public. At its next annual confeeem 2007, Hawkamah, in co-operation with the MERECD
Working Group on Corporate Governance, will reviéw progress achieved in implementing the Declamati



