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Foreword

Sierra Leone is reforming, redefining and repositioning itself to occupy respectable positions in important global
indexes, attract business, improve on its business environment reputation and realise its full potentials as a country.
One unsung hero of such social revolution is the Corporate Affairs Commission; in partnership with its supervising
ministry — the Ministry of trade and other stakeholders. Together, they have recognised the need to ensure greater
accountability, ethical conduct and transparency within the corporate and business architecture in line with their
statutory mandate. With this new “NATIONAL CORPORATE GOVERNANCE CODE”, the aim is to now move beyond
foundational reforms for businesses and establish and enforce corporate structures that invite and assure the world
to do business in Sierra Leone with the lure of a transparent, fair and modern standard business environment and
corporate governance regime. By so doing, they recognise that the days when business was more about profiteering
without much regard to anti-corruption regimes and corporate governance structures are long gone in most countries
of the world and Sierra Leone has now applaud ably caught up.

When serious investors want to invest in an emerging economy like Sierra Leone, one area of interest in terms of due
diligence would be the degree to which the legal and regulatory framework in the country promote transparency,
fairness, accountability and ethical behaviour and dealings. This new code, in addition to the efforts of the ACC to
curb corruption is Sierra Leone’s answer. The code sets the accountability paradigm within which boards,
management and organizations can operate. It also prescribes clear framework and rules that not just limit their
ambitions to ethically acceptable adventurism but identify and set the standards that guide them in their quest for
business success. It does not only identify what is to be done by boards, management and organizations within ethical
boundaries, it also sets a guideline on what is deemed unacceptable conduct or practice. Added to these, it also
provides a guide on their dealings with other actors like civil society, communities, government, etc. It further gives
clear recognition and guide on corporate social responsibility and social accountability which has been needed for so
long but remained lacking within our corporate governance legal and regulatory framework and interrelation.

Most importantly, a really remarkable part of this code is the carefully set out guidelines, rules, procedures and
practice that help mitigate and mediate the moral hazard problems that arise between share (equity) holders and
board of directors on the one hand, and boards and management on the other hand. Without proper code of ethics
and rules on how these complex corporate segments interrelate, either may engage in practices that tend to hamper
the realization of the full potentials of companies and even lead to business failures. It is therefore a very welcome
reform for these codes to serve as easily referable guides for either side of the corporate relationship so as to protect
the profitability of companies, ensure accountability of boards and management and protect the business aspirations
of companies or similar organisations. This important inclusion in this new code helps emphasise, reinvigorate or

clarify weak or ambiguous provisions within the Companies Act 2009 and other laws amplify them for easier
understanding, assimilation and use by all.

This reform is particularly welcomed because it comes at a time when discussions are on-going for the improvement
on our anti-corruption laws to include more seriously, the private sector as an integral part of improving
accountability, transparency and ethical behaviour within the public space. This step taken by the Corporate Affairs
Commission and its partners sets the stage for the re-direction of transparency and accountability efforts and

certainly reduces the gap that hitherto existed while this plan is being worked-out. The Corporate Governance Code
is a great addition to the new direction for doing business in Sierra Leone.

Francis Ben Kaifala

Commissioner, Anti-Corruption Commission
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Statement by the IFC

We be_lieye in the power of partnerships and therefore it has been a privilege to work with the Corporate Affairs
Comr.mssmn. A Code_ of Corporate Governance is in our experience one of the most powerful elements in building
sustainable corporations that can actively contribute to building the economy of Sierra Leone. We are pleased with

the wide range oforga_nisations (including sector regulators) that have been involved in the development of the Code,
and see this as a positive sign that the implementation of the Code will be a success.

The IFC, a member of the World Bank Group, is the largest global development institution focused on the private

sectorin e_merging markets. Working with 2,000 businesses worldwide, IFC uses its six decades of experience to create
opportunity where it is needed most.

Technical assistance was provided by members of the IFC Africa Corporate Governance Programme during the
development of the Corporate Governance Code in Sierra Leone. The Corporate Governance Programme is a four-
year program with the main objective being to promote the adoption of corporate governance best practices and
standards, in alignment with regional priorities. This work aims to help expand markets, attract and retain additional
investment, and improve firm-level performance for increased economic growth.

The IFC Corporate Governance Programme in Sierra Leone works with regulatory bodies, market leaders and private
sector organisations to raise awareness and help improve corporate governance practices at all levels. The
programme in Sierra Leone, is supported by IFC’s Conflict Affected States in Africa (CASA) Initiative. This initiative,
launched in 2008, is helping design and implement integrated strategies specially targeted to support economic
recovery in conflict-affected countries. The Initiative is supported by the governments of Ireland, the Netherlands,
and Norway, and is helping strengthen smaller businesses in Sierra Leone, working with the government and private
sector partners to introduce regulatory improvements to the country’s investment climate. The development of a
code for corporate governance is a critical step towards these objectives.

Our wish is that the development of the code is merely the start of a journey towards a prosperous and thriving
corporate community in Sierra Leone.

Frank Ajilore
Resident Representative IFC Sierra Leone.
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Abbreviation/ Definition Section

CBOs: Community Base Organisations
IFC: International Finance Corporation
INGOs: International Non-Government Organisations
NGOs: Non-Government Organisations

OECD: Organization for Economic Co-operation and Development
PEPs: Politically Exposed Persons

SOEs: State Owned Enterprises

rtionate to the circumstances offered

Acceptable/Appropriate Gifts: gifts that are of a form and value that is propo
Id not be the subject of concern if

openly with legitimate intent and no specific expectation of return. Such gifts wou
published in the public domain. Often organizations put a maximum value to such gifts e.g. below $50.

Board of Directors/Board: a group of individuals that are elected as, or elected to act as, representatives of the

shareholders of an organization (company) to establish corporate management related policies and to make decisions
on major company issues. Reference to “Board” in this document also covers “Council” or “Commission” which may

be the terminology used by public sector establishments that are covered by this Code

Charter/Board Charter: a written policy document that clearly sets out the respective roles, responsibilities and
authorities of the board of directors (both individually and collectively) and management in setting the direction, the

management and the control of the organisation.

Conflict of interest: a situation in which a person is in a position to derive personal benefit from actions or decisions
made in their official capacity. Refers to a situation in which a person or organization is involved in multiple interests,
financial or otherwise, whereby that other interest might cloud their ability to make objective decisions in relation to
a specific organization(s) in which they have responsibilities such as in the role of Board director.

Corporate Social Responsibility: represents a concern with the needs and goals of society which goes beyond the
mere economic. So corporates have concerns that are wider than profit or financial rewards. Examples of CSR
concerns include employment of minority groups, reduction of pollution, basic health and community rights.

Cross border voting: the exercise of voting rights from a country outside of the company’s main jurisdiction (Sierra
Leone). This is usually made possible by electronic means

3

Entity: refers to an organization, institution, establishment or body operating in any sector (Public, Private or Not For
Profit) in Sierra Leone
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Executive Director is a member of the board of a firm (or Non-Profit Organisation) who also has management
responsibilities. They are generally full time members of staff, with associated salaries, and are the senior operating
officers or managers of an organization or corporation.

Governing Document: the legal declaration and any other documents, such as by-laws, operating rules, articles of
incorporation, or articles of association, which govern the operation of the organization or association.

Independent Director: An independent director (also sometimes known as an outside director) is a director /member
of a board of directors who does not have a material or pecuniary relationship with the organization (company) or
related persons, except sitting fees. They are non-executive directors who do not have any kind of relationship with
the company that may affect the independence of his/her judgement. This definition may also include past
relationships with the organization that may preclude them from being deemed to be independent. E.g. previous CEO
or other previous executive role etc.

Insider Trading/ Insider Dealing: the illegal practice of buying or selling the securities of a public company by an
insider (staff, director etc.) to benefit from insider information. Insider information generally refers to information
that would have an impact (favorable or otherwise) on the value of the organization’s shares/securities.

Meetings: refers to any gathering of company or entity members or stakeholders defined as a meeting either by law
or by the governing document of the entity. The term meeting, includes, except where inconsistent with any legal |
enactment:

(a) physical presence of members;

(b) video conference or similar electronic channel allowing simultaneous visual and audio participation;
(c) telephone conferencing; and

(d) written resolution signed by all Board/Commission members

Members - to include legal interest, beneficial owners or significant interest, shareholders

Beneficial owner refers to the natural person(s) who ultimately® owns or controls a customer?* and/or the
natural person on whose behalf a transaction is being conducted. It also includes those persons who exercise
ultimate effective control over a legal person or arrangement with holding of 5% or more of the shares of the v
organization
1 Reference to “ultimately owns or controls” and “ultimate effective control” refer to situations in which “
ownership/control is exercised through a chain of ownership or by means of control other than direct control,

2 This definition should also apply to beneficial owner or a beneficiary under a life or other Investment-linked insurance ;

policy.

Minority shareholder: any shareholder holding less than 5% of the company’s shareholding

Non-Executive Director (NED) is a board member without responsibilities for daily management or operations of the
company/ organisation. They do not work full time in the organization on whose board they serve, but may be paid
a director’s fee for the work they do. They add value by bringing a level of objectivity to board deliberations and thus
often have responsibilities that include setting the salaries of their executive colleagues.
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A. Introduction

There is a growing demand on public and private entities to be more accountable to the people of Sierra Leone and
beyond. One of the pillars for promoting transparency and accountability is good governance. Good governance
refers to the adherence to laid down principles, rules, regulations, structures and best practices that lead to the
achievement of set results at Central and Local governance levels, as well as in the public and private sectors. Where
the aforementioned are absent, weak, or not adhered to, good governance ceases to exist.

Factors which impede efforts to promote good corporate governance in public and private entities include:

e lack of clearly defined roles between Boards and managements
e Lack of team work

e Non-compliance with policies and procedures

e Poor knowledge on the operation of the organization,

e Poorinformation flow

e Personality conflict

e Conflict of interest

¢ Misuse of assets

e Poor decision-making

This results in poor/inadequate service delivery which is a recipe for corruption, which in turn impedes growth, deters
potential investment and creates a lack of confidence.

With the passing of the Public Financial Management Act of Sierra Leone in 2016, and the growing need to address
the above challenges, the Corporate Affairs Commission deemed it necessary to develop a National Corporate
Governance Code for Sierra Leone so as to guide Boards and Management on their governance functions, roles and
responsibilities.

A.1. Application of the Code

The Corporate Governance Code of Sierra Leone will provide guidance to Boards, Management and Organizations
operating in Sierra Leone across a range of sectors. Thus the Code will apply to, as a minimum:

e Organizations registered with the Corporate Affairs Commission, be they private or public companies (limited
or unlimited) or social clubs
e Sole Traders and Partnerships

e State owned Enterprises (SOEs)
e Non-Government Organizations (NGOs) operating in Sierra Leone and Internatioral NGOs (INGOs)

e Professional Bodies set up under the Laws of Sierra Leone
e Associations, Registered CBOs, Trade Unions
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It is recognized that some aspects of the Code exist in certain statutes and other legal regulations in the
country. Where this is the case, reference is made to the relevant statute or reguiation. This Code should be
read together with relevant legislation. Where there are conflicts between this Code and legislation, the
legislation prevails. In instances where the Code is providing guidance not enshrined in law, then the
expectation is that users of the Code will comply or explain; where the relevant provisions are part of the
laws of Sierra Leone then the expectation is that provisions will apply on a comply or else basis.

A.2 The Concept of Corporate Governance

The Organisation for Economic Cooperation and Development (OECD) defines Corporate Governance as the
“procedures and processes according to which an organisation is directed and controlled. The corporate governance
structure specifies the distribution of rights and responsibilities among the different participants in the organisation
—such as the board, managers, shareholders and other stakeholders — and lays down the rules and procedures for
decision-making. The governing body is the focal point of governance and carries ultimate responsibility and
accountability to all stakeholders including members of the public and others with an interest in, or affected by the

entity’s activities. Corporate governance systems in Sierra Leone will be based on the principles of ethical and
effective leadership”.

This definition covers organizations across sectors, and is therefore the definition that is adopted by the Sierra Leone
Corporate Governance Code. Different sectors may also apply identical definitions on a sector specific basis. The

International Finance Corporation (IFC) in its work with private sector players defines corporate governance as “the
structures and processes by which companies are directed and controlled.”

Good corporate governance helps organizations [companies] operate more efficiently, improve access to capital,
mitigate risk, and safeguard against mismanagement. It makes organizations [companies) more accountable and
transparent to stakeholders, including investors and gives them the tools to respond to stakeholder concerns.

Corporate governance alse contributes to development; increased access to capital encourages new investments,
boosts economic growth, and provides employment opportunities.

A.3. Corporate Governance Principles

The OECD sets out six core Corporate Governance principles. These have been used
principles for the drafting of this Code as follows:

(with adaptation) as organising
e Ethics as Basis for an Effective Corporate Governance Framework

® The Rights and Equitable Treatment of Shareholders

e The Role of Stakeholders in Corporate Governance

e Disclosure and Transparency

e The Responsibilities of the Board

¢ Board Composition, Board Committees and Meeting Proceedings
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The corporate governance framework should promote transparent and efficient markets, be consistent with the rule
of law and clearly articulate the division of responsibiiities among different supervisory, regulatory and enforcement |
authorities. The governing body should ensure that the corporate governance framework is based on the principles ‘
of ethical and effective leadership as key for the Sierra Leone environment.

A.4. Ethical Guidelines/Codes

These are useful tools that act as a guide on the behaviour of organizations. They define the moral standards or
guidelines that need to be respected by all members of the organization in their dealings with internal and external
stakeholders.

The Board shall:

(@ establish values to support organizational vision and mission;

(b) establish principles and standards of ethical business practice within the organization;

(© ensure communication of ethical standards to all employees;
(d) ensure appropriate training on ethical standards; |
(®) monitor ethical behaviour of employees through appropriate reporting procedures;
() eschew unethical behaviour and lead by example; and

(@ ensure that all unethical practices by employees are sanctioned.

The ethical behaviour of Board/Council can be assessed with regard to their relationship with the following:

(h) organization
(@ employees

|
() government r
(k) clients/service providers |

(D civil society

The organization’s Board Members must:
(@ exhibit character of personal integrity;
(b) show loyalty to the organization;
(¢) handle information with confidentiality;
(d) avoid abuse of organization’s resources(e.g. vehicles, accommodation);
(e) avoid abuse of power;
(f) refrain from allocating offices to themselves;

(g) limit their demands to terms and conditions of appointment

Dealings with Employees. Board Members must:

(h) deal courteously with employees;
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() give fair and adequate compensation;
() provide employees with safe working conditions;
(k) respect rights of employees irrespective of ethnicity, sex, religion, disability, colour experience and

education.

Dealings with Government. Board Members must:
(D report accurately to the President, the Sector Minister, or other appropriate authority;
(m) carry out their duties with due diligence;

() adhere to confidentiality rules.

Dealings with Clients; Board Members must:
(©) ensure clients are provided with appropriate mechanism for lodging complaints about the
behaviour of employees;
() ensure that clients are provided with all the information they need to enable them transact business

with the organization; and ensure any acts of bribery or corruption are discouraged.

Dealings with Service providers. Board Members must:

(@ ensure the termination of dealings with service providers who engage in acts of bribery and

corruption;
() ensure effective structures for quality assurance; and
(S) avoid any relationship that will tarnish the image of the organization.

(t) Ensure effective structures are put in place to prevent bribery and corruption

Relationship with Civil Society. Board Members must:
(W) ensure that due attention is given to safety and environmental issues and;

(V) ensure that the organization engages in corporate social responsibility

Unacceptable Conduct

Abusive conduct (physical, verbal and psychological) by a Board Member towards anyone: employee, fellow Board

Member, service provider, etc. shall not be tolerated.

Any form of harassment including intimidation, shall not be tolerated and Board Members must not be complicit in
this. Any conduct that demonstrates lack of integrity, dishonesty, abuse of power and authority, and lack of concern

for the welfare of others, should be avoided.
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Gifts

Board Members must not solicit and/or accept gifts, tangible or intangible, directly or indirectly from persons with
whom they come into contact in relation to official duties. Board Members must take note of any guidance provided

by their organizations or regulatory bodies explaining what amounts to “acceptable gifts”.

Conflict of Interest

Conflict of interest may arise in several forms including:

(@) using for his/her own advantage any money or property of the organization;

(b) using for his/her personal advantage, confidential information or special knowledge obtained by
him/her in his/her capacity as a Board Member;

© being interested directly orindirectly in any business which competes with that of the organization; and

(@ being interested directly or indirectly in any contract or other transactions entered into by the
organization.

Addressing Conflict of Interest
Measures to address conflict of interest shall include the following:

(©) disclosure of interest —a member who has an interest in a matter being dealt with by the Board shall as
soon as is possible/ at the first opportunity disclose in writing to the Board the nature of that interest;

(f) the Board Member shall not participate in any discussion or vote concerning the matter in which he has
an interest;

(@ where conflict of interest issues are delegated to a committee, the member-in- conflict shall refrain from
influencing members of the committee, either through covert or overt means;

(h) conflict of interest shall be resolved by members who are not in conflict; where a conflict has been
disclosed the proposed transaction must be referred to an external body (auditor, technical expert,
financial advisor, regulator) for review before the transaction can be approved.

() Atransaction approved where a conflict of interest was disclosed has to be made know to the regulator,
the public and any other interested within 72 hours of the transaction being approved

() members with persistent conflict of interest must resign or shall have their directorship terminated from

the Board after having followed due process.

Penalty
11 |Page
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Generally speaking, where a member violates the Guidelines/Code, the Board shall determine appropriate

disciplinary procedures to address such violations and unethical behaviour in accordance with prevailing guidelines.

However, where liability has been established on the part of a member causing an organisation and/or other
members to suffer loss, the member shall be disqualified from serving on the management of any company fora

minimum of 1 (one) year .

A.5. Social Accountability (SA)

. iy : : i ial concerns
Social accountability refers to the measure of an organization’s state of being mindful of the emerging soc

o : . -governmental
and priorities of internal and external stakeholders (community, employees, governmental and non-go

organizations, management and owners). It is reflected in the organization’s verifiable commitment to certain factors
(which may or may not be tied directly to its processes) such as:

(@ willing compliance with government, health, hygiene, safety and environmental laws;

(b) respect for basic civil and human rights;

() betterment of community and surroundings.

The key drivers pushing the agenda for SA are:

(a) A change in the attitude of society and now demanding greater social accountability from corporate
leaders.— society is now very much concerned about
(i) the pollution of water bodies (sources of drinking water for many communities)

(i1) destruction of the environment and many of the negative impacts of business activities

(b) A change in the attitude of executives towards Social Accountability.

(©) Pressure groups — activities of pressure groups, consumer associations and not-for- profit
organizations have hurt businesses and corporate leaders are now compelled to listen to these
groups.

Good social accountability in practical terms means that Board Members and managers must:
(d) be sensitive to the issues that affect the lives of the people they live and work with;

(e) consider the societal impact that their financial and business decisions have upon a wide range of

constituencies, stakeholders and the environment;

(H possess an understanding of the conditions in the society that they could have a positive influence
upon;

(2 be conscientious about not only what services are delivered, but also when and how they are
delivered.

Evaluation of organizations’ SA is based on the following:
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(h) the degree of compliance with labour laws and the Child Rights Act of 2007;

(i) adherence to Occupational Health and Safety at the workplace;
0 freedom of association and right to collective bargaining ;
(k) adherence to non-discrimination laws, rules and regulations relating to social origin, birth, religion,

disability and gender amongst others;
¢y compliance with disciplinary rules and regulatory procedures;

(m) compliance with rules and regulations relating to working hours and other conditions of service.

Organizational commitment to SA yields positive results in both quantitative and qualitative terms. The benefits of

SA can be determined in a number of ways including the following:

(n) increased client satisfaction;

(0) reduced operating expenses;

(p) increased productivity;

(9 improved quality of service;

(1) significant increase in revenue;

(s) improved customer participation;

® enhanced brand image;

(u) increased ability to attract and retain talent;

V) more motivated and committed labour;

(w) improved environmental processes or reduced environmentat impact.
SA Policies

(x) Public Service Organizations and Private Sector Entities shall formulate policies on Social

Accountability and be guided by these policies.

(y) Social Accountability shall target competitive advantage in the long run and not merely as a public

relations gimmick.

Measurement of SA

Organizations must find ways of measuring the impact of SA policies on the communities in which they operate.
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