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IL NTERVI EW

DR, SULLI VAN: Thanks, M. Chairman, and again
thanks to all of the support and | eadership provided by ECES
and our other partner organizations.

Since | don't know the answer to what Egypt's way
forward should be, all | can really do is offer a sanpling
of trends at the international level, which | wll try to do
very briefly.

You might think of it as a buffet of options. W

had a fixed lunch, so you think of the, at |least ny portion

here, as a buffet fromwhich you can choose. And | would

have four sections here. And don't worry, | won't do them
very long. | can see Dr. Galal already tensing up when he
hears "four sections.” But |I will do themvery quickly.

The first is at the international |evel; the
second woul d be legal and regulatory; the third at the |evel
of the exchanges; and the fourth, internal to the conpani es.

And there are trends in various countries at al
of these levels, and many of these we've already heard about
quite a bit, so |l will only refer to thembriefly.

At the international level, there really is, the

approach seens to be in terns of international pressure on
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countries and conpanies to conply. And two of these are the
G obal Corporate Governance Forum and t he Associ at ed, what
Is called ROSC, Reports on Standards and Codes. And this
we' ve heard Dr. Samra Fazi [ph] give her presentation on
Egypt and how it stacks up agai nst sone of these. And you
saw in nmy presentation sone of what Eastern Europe is doing.

This will conme together Novenber 3rd and 4th in
Paris, where there will be a presentation on various parts
of the worl d--we hope including the MENAN regi on--where they
will look at not just conpliance, but also inprovenents and
suggestions for future standards.

This also feeds very nuch into the pressure that's
now comng fromthe ratings agencies, whether it's Standard
and Poor's, Mody's or sone of the national rating systens
that are goi ng forward.

| would al so say that we have heard at the U. S.
Chamber, we have of course affiliated Anerican chanbers, not
just in Egypt, but in sonme 90 countries, that not so nuch
the listed conpanies, but as | think Dr. Fazi was talking
about, they do feel a globalization pressure, particularly
the famly firms--firns who are not transparent and open,

but who know that they have to formalliances with
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i nternational conpanies in order to maintain their
conpetitiveness as trade barriers fall and as nore and nore
gl obal i zati on occurs.

And that is also putting pressure, particularly
we've seen this in Brazil, Latin America, and of course in
Russia and Central and Eastern Europe.

At the legal and regulatory |level, sone of the
responses to this, of course, have cone fromthe regul atory
authorities thenselves. But one other response would be in
the area of the banking sector, and this is a conbination of
nati onal response, as well as international pressure, and
that's the Basel Il. This will require conpanies, and their
banki ng systens, to inprove and to enhance their risk
ranki ngs, both operational risk of the banks thensel ves, but
also the risk in their underlying | oan portfolios.

And in Basel |1, they are | ooking at corporate
governance as one of the underlying risk dinensions by which
they can weight the risk of their | oan portfolio.

Conpany | aw, obviously, the national authorities
are | ooking at changes in the way |law, and | woul d includes
countries like Germany in this, where they are naking sone

substanti al changes.
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M. Hassan [ph] told us about the changes that are
occurring in the level of auditing practices. 1In ny
country, as Steven Davis has said, our auditing profession
has lost its standing as a self-regulatory organi zati on.
That's a maj or change for us.

Anot her nmaj or change which is on the horizon,
particularly in Europe, but is starting to occur also now we
see in Russia and a nunber of other markets, is the market
for corporate control--the nmerger and acquisition nmarket,
whi ch i s undergoi ng sone very significant changes.

At the level of the exchanges, the first obvious
one is the listing requirenents, which we've tal ked about
sone length here. M. Ibrahimhas talked about it, and I
presume will naybe have sone nore to say about listing
requi renents. The New York Stock Exchange obviously was an
exanple of significantly tightening up.

The United States is sonewhat interesting because
we don't have a corporate code, a Code of Corporate
Governance in our country. It's nore a congloneration. But
out of the New York Stock Exchange listing requirenents, it
| ooks as though one is being assenbled in a nore or |ess ad

hoc fashi on.
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Key here has been the role of independent
directors splitting the position of chairman and president
or CEO of the conpany and of course the role of the Audit
Conmittee.

The trend seens to be to adopt the U K standard
of conply or explain why you're not conplying, for listed
conpanies. And by conply, | nean with the Code of Corporate
Governance. If you can't conply, then the force is on the
conpany to disclose why they haven't conpli ed.

And then the last area, well, two | ast areas
Wi thin the exchange level. One is there is a tendency now
totry to develop transparency tiers; tiers within the
exchange where a premiumis given, and hopefully the
conpani es that are listed there then can reduce their cost
of capital, but they need an enhanced requirenent.

An alternative to that is the devel opnent of a
secondary exchange. Brazil has gone in that direction.

At the private-sector level, the big trend nowis
on application and enforcenent, particularly of the codes.
One thing | would say in addition on the Codes of Corporate
Governance, which is becom ng very much of a standard or a

fashion internationally, is that our position at CIPE, and
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we've worked with market participants in a nunber of
countries, these really should be devel oped by the private
sector in the country.

The OECD principles are fine as a starting point,

i nternational exanples are fine as a starting point, but you
get a lot of unintended consequences if the Egyptian private
sector, the Russian private sector or whoever's private
sector doesn't step forward and devel op their own code that
fits their unique conditions and culture of governance.

Internal control issues within conpanies are
anot her major issue that's noving forward. And we've
devel oped, along with sone other organizations, sone nodels,
but there are a |l ot out there.

The investor protection associations are al so
growing in popularity, and these are different than business
associ ations. The nenbership of a business association is
firms. Here, it's the investors--two tiers, institutional
i nvestors, as well as individual participants in the
mar ket s.

The nost interesting one is the Russian
| ndependent Directors Association, but there's also, at the

i nternational level, the International Corporate Governance
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Net wor k, which is nmade up of the | arge pension funds and
institutional investors, is driving a |ot of change as well.

The Institute of Directors, which | referred to
earlier, is playing a big role in terns of training the
conpany directors, also working on things |ike corporate
codes and ratings fromthe market side.

Anot her trend, and sonetimes this is com ng from
the directors' institutes, sonetines fromother agencies, is
the certification. | think several people have brought up
certification. 1t goes beyond auditors. There is at | east
a consideration within the U K to certify conpany directors
by the Institute of Directors, also the tradition of
certifying the conpany secretary, which is a role we haven't
spoken of nuch, but which is key to the governance di nensi on
and establishing a Governance Commttee of the board. Al
of those are at the firmlevel

Wthin the famly firns, we don't really have tine
to go into the trends there, but there are going to be
prof ound changes, not just in the energi ng markets, but
especially inthe UK, in Germany and a few ot her

countri es.
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Another trend is the education of financial
journalists. There are a nunmber of prograns now where
peopl e are, including ourselves, are trying to work with
financial journalists to do a better job. Gkay, conpanies
di sclose, but if the nedia doesn't have the ability to
report what they've disclosed and to be critical about that
di scl osure, you haven't gotten there yet.

Al'l of this conmes together within really two broad
trends, which we've tal ked about, and that is the solution
to a | ot of governance problens, no matter whether it's at
the international level or at the various levels wthin the
country.

It really comes to the point of disclosure, and
there are a variety of ways fromthe snorgasbord that you
can pick fromas to how you get disclosure, but disclosure
seens to be what the market is demanding. And the reason
for that is because we don't understand the underlying risks
wi thin the conpany. Wthout disclosure, you can't possibly
know, as we have found out in the United States, to our
chagrin, you don't know what you're investing in, and you
don't know the risks you're taking.

Thank you.
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[END OF TAPED RECORDI NG ]
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