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Glossary of Terms

Term

: Annual Strategic Review

. Board Nominations
Committee '
* Chief Executive Officer

Group Chief Executive -
. Officer

Dangote Cement PL.C

Director

Executive Director

Execntive Committee

Group Managing
Director/Chief Executive
Officer

Human Resources

Internal Nominee

Key Performance Indicator

Subsidiary Company

Abbreviation

ASR

BNC

CEO

GCEO

DCP

ED

EXCO

GMD/CEO

HR

DANGOTE

CEMENT

Definition

A periodic review of a subsidiary’s medium-term
strategy, performance, and alignment with Group !
objectives,

A committee of the DCP Group responsible for .
nominating directors to the boards of -
subsidiaries. '

The most senior executive in a company,
responsible for overall management.

The CEO of the parent company (DCP),
overseeing all subsidiaries.

The parent company of all subsidiaries covered
by this framework.

A person appointed by shareholders to oversee
and direct the affairs of a subsidiary company.

A director involved in the
management of the company.

day-to-day

The senior management team of DCP responsible
for strategic and operational decisions.

The top executive of DCP, responsible for Group-
wide leadership and performance,

The function responsible for managing people,
policies, and organisational culture,

A DCP Group executive or director nominated to
serve on a subsidiary board.

A measurable valve that demonstrates how
effectively a company is achieving key
objectives.

An entity wholly or partly owned by DCP, with
operational cement facilities (bagging, grinding,
or integrated). .
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Term

Managing Director

Non-Executive Director

Parent Company

Securities and Exchange

Commission

The Group

Abbreviation

MD

NED 5

SEC
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Definition

The chief executive of a subsidiary company,
responsible for its operations,

Aboard member not involved in daily operations,
providing independent oversight.

A company that holds controlling interest in one -
or more subsidiaries, ‘

The regulatory authority overseeing capital
markets and corporate governance.

Refers to Dangote Cement PLC and all its
subsidiaries.
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1.1

1.2

1.3
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Introduction

Background
A Subsidiary may be established when Dangote Cement PLC (“DCP” or “the Group™):

* Invests the entire amount of the capital, thus becoming the only shareholder of a fully owned
Subsidiary; and

*  Contributes to the initial capital or acquires majority shares in an already existing company
thus becoming the majority shareholder of the Subsidiary Company, along with other minority
shareholders.

This manual presents the Subsidiary Governance Framework for DCP. It articulates the structures,
policies and processes that will assist DCP’s Board of Directors (“the Board”) in the governance
and control of its Subsidiary Companies with the goal of enbancing its shareholder value and
achieving DCP’s vision, strategic objectives and business goals.

This manual also provides a platform for direction setting, determining accountabilities for tasks
and setting parameters for directing and monitoring the performance of Subsidiary Companies.

Purpose

The purpose of the Subsidiary Company Governance Framework is to;

+ Establish an effective corporate governance system in Subsidiary Companies that reflects
leading corporate governance practices;

*  Set out expectations, roles and responsibilities of the Board and the Boards of Subsidiary
Companies {*“Subsidiary Board™);

*  Assist the Board and the Subsidiary Boards in discharging their roles and responsibilities.in
an effective manner;

*  Determine the Subsidiary Board structures that would assist it to exercise adequate oversight
of the activities of Subsidiary Companies; and

*  Set out monitoring and accountability arrangements between the Board and the Subsidiary
Board.,

Subsidiary Cempany Life Cycle

Subsidiary Companies are part of the organisational make-up of the Group. They are often created
to achieve the following:

*  create tax efficiencies;

*  mitigate risk and/or liability;

* enable expansion into broader geographic or regulated areas;

* make business units or divisions more autonomous thereby increasing accountability; and
* execute transactions with third parties.

| Subsidiary Company Governance Framework
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1.3.1

1.3.2

1.3.3
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Subsidiary Company lifecycle defines the stages in the life of a Subsidiary Company from
establishment stage, to evaluating on-going needs and close-down of the Subsidiary Company as

shown below:

. There must be a
e — ' compelling

7 - ' economic, legal,

Establish requlatory or ;

substantive tax ;
/ reason to

/iustifv the

- creation of new

‘Subsidiarv

i
3

.

This includes triaaer
criteria and reauired
processes for closing
down Subsidiary
Companies

Continuallv review
the need for each
Subsidiary

Subsidiary Life

Establishing New Subsidiary Companies:

A new Subsidiary, joint venture, partnership or trust may only be established upon
recommendation by the Board of DCP.

In requesting for approval for the estab!ichment of a Subsidiary Company, the initiator must
present to the Board a detailed business case on how value will be returned to DCP’s shareholders
over time. The business case should include. but not be limited to, sections addressing strategic
direction. capital structure, financial forecasts, dividend policy. risk management and tax

implications

In establishing a Subsidiary Company, the Board must assure itself that a compelling reason exists
for the formation of a Subsidiary Company to be considered. The Board shall make final approval

on the establishment of all Subsidiary Companies.
Pre-Operational Phase of Subsidiary Companies:

DCP Management in consultation with DIL Project Management shall be responsible for
managing the Subsidiary Companies (including the management of their records) until they
become fully operational and shall report directly to appropriate Group Vice President during this
period. Upon becoming fully operational, such records shall be transferred to the relevant

managers in the Subsidiary Companies.

Capitalisation of Subsidiary Companies:

| Subsidiary Company Governance Framework
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1.3.5
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During the pre-operational phase, the Group may grant loans and/or make payments on behalf of
the Subsidiary Companies and maintain such separate financial records to account for all activities
of the Subsidiary Companies in the period, When fully operational, DCP may make a deposit of
funds towards the operations of the Subsidiary Companies either as a capital investment or
borrowings and transfer all costs from its books to the books of the Subsidiary Companies as may
be required.

Evaluating On-going Needs of Subsidiary Companies:

The Board &hall ensure that existing Subsidiary Companies maintain their ‘going concern’ status.
This is because a base cost is associated with keeping an inactive Subsidiary Company.

The Group shall evaluate the operating result of each Subsidiary Company on a quarterly and
annual basis, comparing actual results with previously agreed budgets/strategic plans. The result
of such evaluation shall be considered in determining necessary business development and
transformation actions to be taken and the need for the continued existence of each Subsidiary
Company,

The Group Executive Management shall ensure that the Group Board is kept informed through
timely and balanced disclosure of all material matters concerning the Subsidiary Company.

Closing Subsidiary Companies:
A Subsidiary Company may be closed down as a result of one of the following:

» Difficulty in achieving sustainable growth in present market conditions;

* Optimization of management resources and the establishment of a more efficient operating
system to better resptnd to customer needs;

* Inability to fulfill the original purpose of the Subsidiary Company; or

*  Structural reforms throughout DCP aimed at maximizing growth potential and improving
profitability.

A detailed business case on the proposal to close a Subsidiary Company shall be presented to the
Board after deliberation and endorsement by DCP’s Executive Management. This business case
will include the regulatory, legal and tax implications of the proposed close-down. The business

case shall be accompanied by a report from the Subsidiary Board on the proposed close-down.

The Board shall consider these reports before endorsing the closure of the Subsidiary Company.
Approval for the closing down shall be obtained from the shareholders at a general meeting,

On closing a Subsidiary Company, the Board shall issue public statements on the reason for the
close-down as it deems necessary and ensure adequate disclosures in the annual report,

The Board may divest all or some of its interests in a Subsidiary Company in line with DCP’s
investment strategy.

| Subsidiary Company Governance Frameworlk
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1.4 Review and Update

The Board Remuneration and Governance Committee shall review and re-assess this framework
at least every three (3) years or earlier as required and make recommendations to the Board in
relation to required changes.

2 Subsidiary Governance

Corporate governance is a key element in enhancing investor confidence, promotinz
competitiveness, and ultimately increasing shareholder funds. Good corporate governance should
be an all-pervading attribute and the basis for decision making within the Subsidiary Companies.
Below are key elements of good governance:

Leadership

Good Governance Principles

The Group Board has put in place several mechanisms to ensure proper control and governance

of the Subsidiary Companies during its lifecycle. These mechanisms are classified into two (2):
+  Subsidiary Board Operations
*  Subsidiary Management Operations

2.1 Subsidiary Board Operations

PESTR.
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2.1.1  High-level Subsidiary Governance S0 Sdda ey Sl Respilions
Management
Structure

] il idiary Busi
2.1.2  Appointment and Removal of 22 Bubndiny Busitess Pelfofinancs

: Management
Directors g

s i .1.3 Intra- T ti
2.1.3  Subsidiary Board Composition 2 - Giroup Trmaactions

2.1.4  Subsidiary Board Committees
2.1.5 Governance Responsibilities
2.1.6  Board Evaluation

2.1.7 Tenure & Re-election

Subsidiary Board Operations

For the purpose of this framework, a Subsidiary Company refers to any entity in which Dangote
Cement PLC holds a controlling interest, and which is engaged in one or more key activities
within the cement value chain. This includes, but is not limited to, the extraction of raw materials
(such as limestone and gypsum), clinker production, cement grinding, bagging and packaging,
logistics and distribution, and the commercial sale of cement or any related by-products.

Each Subsidiary Company will have its own Board which would be responsible for the general
supervision of the management and affairs of the Subsidiary Company and monitoring the overall

performance of the Subsidiary Company’s Executive Management.

Each Subsidiary Board shall be governed in line with the provisions of the Subsidiary Board
Charter in Appendix I, subject to the statutory and corporate governance requirements of the
country in which each Subsidiary Company operates. Key provisions are highlighted in the
sections below:

High-Level Subsidiary Governance Structure

This governance structure has been developed around the need to set out the relationship between
the Group Board, Subsidiary Board, Management and other shareholders. It establishes clearly
defined role, responsibility, decision and authority structures and ensures adequate balance of
power, with an inbuilt system of checks and balances at the key levels.

10
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DCP Group Board Subsidiary shareholders

: 'G'rrci_up Manﬁging
Director

Subsidiary
Managing Director

TNOTE:

The Subsidiary Managing Director shall have a
direct reporting line to the Subsidiary Board

i i
' i
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1 ]
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! 1
1 ]
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\ Subsidiary Board! 1
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Appointment and Removal of Directors

The Group Board has a responsibility of nominating its representatives as directors to the
Subsidiary Boards. This will help ensure that any nominated candidate meets the minimum
requirements of the Subsidiary Boards as to skills, experience, background and other relevant
attributes.

When a vacancy exists on the Subsidiary Board, the Group Board, through its Board Nominations
Committee shall identify candidates with the appropriate expertise and experience, using external
consultants, if necessary to shortlist and interview the candidates.

The nomination process shall be based on a careful analysis of the existing Subsidiary Board’s
strengths and weaknesses, its skills and experience gaps, diversity, etc. Nominees for
appointments would be subjected to fit and proper checks to ensure that they are qualified to hold
office, and their appointment will not have a negative impact on the Group and Subsidiary

Company’s reputation.

Below is a summary of Subsidiary appointment related decisions required from relevant
stakeholders:

DECISION- MAKING ENTITY
TYPE OF SUBSIDIARY

BOARD APPOINTMENT

IR ; Subsidiary Minority
Board shareholder

DCP

Board

Managing Director

representing DCP L c Iand E E A INF

Executw:? Directors I VE c [and R E A INF
representing DCP

11
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Nun—execlutwe Directors c Land R E A INF
representing DCP
Chairman representing DCP ¢ [and R E A INF
Independent Directors C ITand R E A INF
Non-executive Directors &
representing minority C R E A [/R
shareholders (if any)

A — Approve; [—Initiate; C - Consult; E - Endorse; R —Recommend; INF - Inform

The list of potential candidates for Directorship positions at subsidiary companies is given below:

DCP Representatives on Subsidiary
Boards

Executive Directors Non-executive Directors

Senior management staff
of DCP

I Directors on the Board of
DCP

Senior management staff

S H %% ——
External candidate of DCP

]
it

External candidate**

*#* External candidates are candidates sourced outside DCP Group for Directorship positions on
subsidiary company boards.

12
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Qualification for Appointment:

* Persons being considered to serve on the Subsidiary Boards of DCP shall be gualified for
appointment if they possess the requisite knowledge, experience and competencies to add
value and appropriately discharge the duties for which they have been nominated,

*  The Board may nominate Directors and Executive Management Staff of DCP Group (internal
nominees} as a Director on a Subsidiary Board.

*+  The appointment of internal nominees as Directors of Subsidiary Companies should only be
after careful consideration of their existing roles and responsibilities in DCP. In addition, an
internal nominee:

v must be a full-time executive management staff or a serving director who has served for
at least one full year as a staff or director of DCP,

must be a General Manager in DCP Group at the minimum;
must not have open / unsatisfactorily resolved disciplinary or performance issues; and

ghall not, following appointment, hold more than three subsidiary directorships in addition
to their role at DCP.

*  The Board may also noininate persons outside DCP as director on the Subsidiary Board where
the Board considers it necessary in the interest of the Group and Subsidiary Company to
nominate an outside person,

*  Eligibility for appointment as director shall be subject to the statutory and corporate

governance requirements of the country in which each Subsidiary Company operates.

Subsidiary Board Composition

The board compaosition of each Subsidiary Company shall be defined based on the provisions of
this framework, except otherwise defined in the laws and regulations of the Subsidiary’s host
country, in which case the composition of the Board of each subsidiary company must comply
with the legal requirements of the host country.

The Board of each Subsidiary Company shall consist of at least five (5) Directors and shall not
exceed a maximum of nine (9) Directors, The Board size shall depend on the size of the operations
in each Subsidiary.

Each Board shall consist of a majority of Non-Executive Directors and at least one (1)
Independent Director. Preference shall be given to host country nationals, when sourcing for
Directors for each Subsidiary Board,

The Group Board shall nominate its representatives on the Board of its Subsidiary Companies,
The representatives may comprise Directors and Executive Management Staff of DCP Group, and
the level of Group representation on a Subsidiary Board shall depend on the materiality of that

13
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Subsidiaty Company, The Group Managing Director shall be a member of the Board of all
operational and material subsidiary companies.

For Subsidiary Companies that have minority shareholders with substantial shares for Board
representation, the minority shareholders may nominate candidates to represent their interests.
However, the Group Board shall nominate more than half of the Directors (representatives) on
the Board of Subsidiary Companies.

The Subsidiary Managing Director shall be an Executive Member of the Subsidiary Board. DCP
Board may also appoint othel® Senior Management Staff of the Subsidiary Companies as
Executive members of the Subsidiary Board.

Subsidiary Board Committee Structure

Subsidiary Boards will deliberate on all matters until it is big enough to constitute committees
and may delegate part of their functions to committees as they deem fit,

Subsidiary Governance Responsibilities

2.1.5,1 Responsibilities of Dangote Cement PLC Board of Directors (*the Group Board™)

The Group Board shall exercise strategic oversight and control over its Subsidiary Companies.
The Group Board shall be responsible for the following:

Board Operations

*  Nominate candidates to represent the Group on the Boards of the Subsidiary Companies based
on the recommendation of the Group Board Nominations Committee, subject to the approval
of the Subsidiary Board.
« Review and approve the annual evaluation of the performance of the Boards of Subsidiary
Companies by the Group Board Remuneration and Governance Committee;
+  Review and endorse the recommendations of the Group Board Remuneration and Governance
Committee in relation to changes to the Subsidiary charters and governance practices;
*  Review and endorse the recommendations of the Subsidiary Boards and ihe designated Group
Board Committee in respect of the recruitment of Executive Management Staff of the
Subsidiary Companies;
¢ Review and approve the recommendations of the Subsidiary Board in relation to remuneration
of directors of Subsidiary Companies. This includes the review of the following;
= Ensure relative uniformity in the remuneration of Non-executive Directors across the Group
in line with relevant corporate governance codes; and

- Ensure that the remuneration of the Executive Management of Subsidiary Companies is
performance driven, risk-adjusted and is restricted to base salaries, performance bonuses
and share options (if any).

14
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Monitoring and Evaluation

Ensure the Boards of Subsidiary Companies act in compliance with all relevant and applicable
legislative and regulatory rules, in carrying cut the duties;

Promote and protect the interest of the Group’s stakeholders;

Monitor Subsidiary Companies’ operations and performance, ensuring competent and prudent
management, sound planning, proper procedures for the maintenance of adequate accounting
and systems of internal control, and for compliance with statotory and regulatory obligations;
Set key performance indicators for the Subsidiary Companies such as profitability, target rates
of returnt on capital and assets and other financial ratios;

Consider emerging issues which may be material to the business and affairs of the Subsidiary
Companies and ensure such issues are adequately dealt with by the Subsidiary Boards;
Ensure monitoring and review of Subsidiary Companies’ capital and liquidity positions;
Review and approve proposals for the allocation of capital and other resources for the
Subsidiary Companies;

Receive quarterly opérational and financial reports from the Subsidiary Companies and
review actual performance in the light of the Group's strategy, objectives, corporate and
business plans and budget;

Ensure the establishment, implementation and monitoring of an enterprise-wide risk
management framework (o identify, assess and manage risks facing the Subsidiary
Companies;

Ensure the development and implementation of a sound system of internal control in the
Subsidiary Company, to safeguard DCP’s investment and the assets;

Establish and maintain appropriate accounting policies for the Group;

Endorse the appointment of the Subsidiary Company’s external auditors; and

Review periodically the executive summary of the internal audit reports of Subsidiary
Companies noting significant audit and compliance issues and proposed action and
remediation plans,

Strategy

-

Consider strategic issues and risk, and approve expenditure over certain limits in respect fo
material business decisions as articulated in the delegation of authority matrix;

Review and endorse the Subsidiary Companies’ strategic plan;

Ratify material acquisitions and disposals of assets and share acquisitions and disposals which
are significant in terms of the business of the Group; and

Ratify material joint ventures, strategic partnerships and alliances by the Subsidiary
Comparties which are significant to the Group.

These responsibilities do not however suggest that, the Group Board should assume the

responsibilities for the performance of specific duties of the boards of Subsidiary Companies.

15
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2.1.5.2 Responsibilities of Subsidiary Boards

The Subsidiary Board is responsible for protecting the interest, preserving and enhancing the

value of the Group. The Subsidiary Board shall oversee management of the Subsidiary Companies

while ensuring independence in the day-to-day running of the business.

The responsibilities of the Subsidiary Board to the Group are as follows:

16

Approve the Subsidiary Company’s vision, mission and proposed amendments in line with
the Group’s vision and mission,

Approve the Subsidiary Company’s strategy and annual budgets and ensure alignment with
the Group strategy;

Monitor the level of implementation of the approved sirategy by the Subsidiary Management;

Monitor the performance of the Subsidiary Company against the approved annual budget and
strategic plan;

Review and approve proposals for the allocation of capital and other resources in the
Subsidiary Company subject to endorsement by the Group Board;

Review and approve the appointment, retention and removal of the Subsidiary MD and other
Executive Directors in the Subsidiary Company subject to the endorsement of the Group
Board;

Review and approve the appointment, retention and removal of the Subsidiary Non-executive
Directars subject to the endorsement of the Group Board;

- Review on a regular and continuing basis, the succession planning for the Subsidiary Board,

Subsidiary MD and its Senior Management Staff;

Approve the appointment, promotion and removal of the sentor management staff within the
Subsidiary Company subject to endorsement of the Group Board;

Approve disciplinary actions to be carried out against senior management staff from SM
grades and above within the Subsidiary Company subject to endorsement of the Group Board;

Review and approve the performance of the Subsidiary MD, and inform the Group Board as

appropriate;
H

Oversee the implementation and monitoring of the Group’s risk manégement framework in
the Subsidiary Company;

Oversee the Subsidiary Company’s financial position including the size, nature and term of
its significant debt facilities and its ability to meet its debis as and when they fall due;

Approve the annual, and/or interim financial statements and annual reports of Subsidiary
Companies and ensure the statements have been prepared in accordance with the Group’s
accounting policies;

Subsidiary Company Governance Framework
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Review and recommend changes to the charters/terms of reference for directors on the
Subsidiary Board based on consultation with the Group Governance Committee;

Regularly review the Subsidiary Company’s processes and procedures to ensure the
effectiveness of its system of internal controls to safeguard shareholders’ investment and the
assets of the Subsidiary Company;

Review significant audit and compliance issues and approve action and remedial plans;

Promote and protect the interest of the all stakeholders (the Group, other investors outside the
Group, staff, government, etc.); and

Have ultimate responsibility for systems of financial, operational and regulatory compliance
of the company.

2,1.5,3 Responsibilities of Directors of the Subsidiary Board

Directors are expected to comply with their legal, statutory and equitable duties and obligations

when discharging their responsibilities as Directors, Broadly, Directors’ responsibilities include:

»

Acting in good Taith and in the best interests of the Subsidiary Company;
Acting with care and diligence and for proper purpose;
Avoiding conflicts of interest; and

Refraining from making improper use of mformation and taking improper advantage gained
through the position of Director.

2.1.54 Responsibilities of a Subsidiary Managing Director

The Subsidiary Managing Director is the head of the executive team and manages the day-to-day

operations of the Subsidiary Company. He/she implements the Subsidiary Board’s strategy and

ensures that the organization’s structure, processes and reporting requirements meet the strategic

and cultural needs of the Subsidiary Company. The Subsidiary Managing Director shall also:

17

Collaborate with the Board to define and articulate the Company’s vision and to develop the
Company’s overall business sirategy.

Create annual operating plans that support the strategic direction set by the Subsidiary Board.

Create and maintain procedures for implementing plans approved by the Subsidiary Board of
Directors.

Stay abreast of current trends related to the Company’s products and services and antici}?ate
likely future impacts.

Develop and maintain procedures/avenues to keep abreast with the performance of the
Subsidiary’s functions. This can be achieved through:

~ Monthly Management Meetings;

- Reports from various functional heads; and

§ubsidia1"y 601npany Governance Framework
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- Annual management strategy sessions.
*  Evaluate the performance of his/her management team and divisional heads on a regular basis.

+ Keep under review the integrity of all control systems and management processes including
risk management.

*  Support the Chairman and the Company Secretary to ensure compliance with the Subsidiary
Board’s approved procedures,

*  Oversee the operations of the Company and etisure compliance with legal and regulatory
obligations.

*  Provide the Subsidiary Board and Board committees with prompt, thorough, sufficient and
accurate information to enable them to maintain effective oversight of the Company activities,

+  Serve as the primary spokesperson and representative for the Subsidiary Company.

Subsidiary Board Performance Management

The Subsidiary Board of Directors shall undertake a formal annual evaluation of their own
performance and that of their Committees and individual Directors. The evaluation process shall
be a constructive tool for improving the Board's performance.

The process shall be objective, independent, fair and shall ensure maximum confidentiality of the
results including feedback received from peers,

-A summaty of the appraisal process and results of the board evaluation shall be disclosed to the

Group Board through its Remuneration and Governance Cornmiitice.

The evaluation process shall be in line with the provisions of the Subsidiary Board Charter in
Appendix L

Tenure and Re-election of Directors

The tenure and re-election processes and policies applicable at the Group tevel shall also apply to
Directors of Subsidiary Companies (Appendix I), subject to the statutory and corporate
governance requirements of the country in which each Subsidiary Company operates.

Subsidiary Directors’ Remuneration

" The Group Board shall establish consistent remuneration framework for Directors within its

Subsidiary Companies using a formal and transparent process in line with the Group’s Board
Remuneration Policy.

18
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Directors’ remuneration shall be set at levels that enable Subsidiary Companies attract, motivate
and retain the right caliber of Directors required to efficiently direct the operations and growth of

the business.

Each Subsidiary Board shall recommend Directors’ remuneration in line with the Group’s
remuneration framework, for approval by the Group Board (and shareholders where there are

minority shareholders other than the Group).

The remuneration of the MD and other EDs seconded from the Group shall be determined by the

Group and defined in their employment contract with the Group.

The remuneration of the MD and EDs shall be performance driven and in line with their
individual contracts. Their performance-based incentive programs shall be aligned to both
individual and overall performance of the Subsidiary Company. It shall comprise the following:

Component Payment Frequency

Base salary Monthly

Benefits and allowances Monthly/Quartely/Annually
Performance incentive Annually

The remuneration of Non-Executive Directors on Subsidiary Boards shall be set at a level that is
in the minimum, at par with peer companies and market development. It shall comprise the
tollowing:

}Componént T ' i _ Payment Frequency

— - Annuall
Director’s fees 4 i

|

[ s

i Sitting allowance Per Sitting
[

[

|

Training Allowance/Per Diem/Reimbursable Expenses  As required

Payment of sitting allowance shall be determined by the local laws of each subsidiary and the
remuneration process shall be in line with the provisions of the Subsidiary Board Charter in
Appendix 1.

Subsidiary Management Operations

Each Subsidiary Company will have its own management team which would be responsible for

managing the day-to-day affairs of the Subsidiary Company.

The management operations of each Subsidiary Company shall be governed in line with the

provisions highlighted in the sections below:

Subsidiary Human Resource Management

19
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Staff Hiring/Secondment

The MD/CEOs of the Subsidiary Companies shall be employed by the Group and seconded
to the Subsidiary Companies.

Other functional heads of the Subsidiary Companies can be direct employees of the Subsidiary
Company or seconded from the Group where the Group has the required talents that are
available for such positions.

Howgver, the overriding factor in hiring management staff should be based on relevant
)
experience, competence and ability to deliver.

The Group’s conditions of service, including salaries and allowances, would apply to the staff
deployed to occupy key positions at a Subsidiary Company.

In addition, tho personal remuneration attached to the grades in the Group and some other
benefits may be given to the officers as considered appropriate by the Subsidiary Company to
facilitate the performance of their functions.

All the remuneration and any added benefits of the officers seconded to the Subsidiary
Companies would be borne by the Subsidiary Company.

Staff Remuneration

The management of each Subsidiary Company will determine the salaries and allowances of
the staff of the Subsidiary Companies, considering:

- The respective industry/local practice;

t

Group Rernuneration Policy;

Subsidiary Company’s capability to pay; and
- Any other factor(s) that may be deemed necessary.

The management of the Subsidiary shall determine staff salaries and allowances with the
guidance of the Group Chief HR Officer.

Changes in foreign exchange rates between the Subsidiary’s host country and home countr
2 ry ¥ Y

of staff shall be considered when determining the remuneration of seconded Staff.

Appraisals/Disciplinary Actions

20

The management of the Subsidiary shall be responsible for e appraisal of its entire staff
including those seconded by the Group.

However, the appraisal of seconded staff from the Group should be sent to the Group Chief
HR Officer and the relevant Group functional head for record update before the promotion of
such staff is announced by the Subsidiary Company.
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+ The appraisal of the MD of the Subsidiary Company shall be performed by the respective
Subsidiary Board, with input from the Group Managing Director/CEQ,

Where the Subsidiary MD has been seconded by the Group, the approved evaluation should
be sent to the Group Chief HR Officer for record purposes.

* The Board and management of each Subsidiary Company will be responsible for all
disciplinary issues including those involving employees seconded by the Group.

However, decisions regarding disciplinary matters involving seconded employees should be
n

submitted to the Group Chief Human Resources Officer for record-keeping purpose.

2.2.2  Subsidiary Business Performance Management

The Group shall monitor the business activities of the Subsidiary Companies through the
following processes as described below:

Group Management Oversight

The Group Executive Committee through the Group Managing Directot/CEO shall exercise
management oversight over the performance of the Subsidiary Companies. The Group Executive
Committee should seek to improve the performance of Subsidiary Companies in order to improve
the overall performance of the Group; and also to identify areas of synergy in order to harness
and maximize the Group’s resources.

The Group Executive Cormittee can direct the Group’s internal audit/internal control function to
catry out a specific audit of a Subsigdiary Company and make appropriate recommendations to the

~~---30bgidiary MD, Subsidiary Board and/or Group Board for implementation as may be deemed
appropriate,

Regular Business Review

Each Subsidiary Company will present its annuval budget through the Group Managing
Director/CEO to the Group Executive Committee for review and endorsement before sending it
to their respective Boards for final approval.

Monihly Exccotive Commitiee (EXCO) meetings and Annual Strategy Review (ASR) sessions
will be organised within the Group. The EXCO meetings will focus mainly on examining the
performance and level of implementation of the short-term business strategy of the Subsidiary
Companies. The session will also be used to review the performance of the Subsidiary
Companies, identify areas where the Group Executive Management can support each Subsidiary
Company, articulate areas of synergy between the Group and the Subsidiary Companies on one
hand and among the Subsidiary Companies on the other, and agree on plans of action for the
Group’s optimal benefit.

* The ASR will assess each Subsidiary Company’s medium-term strategy in the light of
development within the operating environment and business prospects,-as well as the overall
Group strategy.

21
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Overal], the meetings will assist in facilitating the realization of the Group objectives, especially
in relation to exploiting Group synergy.

Functional Oversight

The Heads of Finance, Internal Audit, Legal Services and Risk Management Units shall have a
direct reporting line to their Functional Group Heads in DCP Group and a dotted reporting line to
their Subsidiary Managing Director. The Head of HR of the Subsidiary company shall have a
direct reporting line to the designated FIRBPs and a dotted line to the subsidiary Managing

]

Director.

All other relevant key functional heads of the Subsidiary Companies shall have a dotted reporting
line to Group Officers in DCP Group and a direct reporting line to the Subsidiary Managing
Director.

" Dotted reporting lines will help to enhance the following:

* Regular reporting to the Group on the activities of the Subsidiary Companies;
+ Compliance with corporate governance and regulatory requirements;

¢ Optimization of resource utilization;

*  Ensuring optimal Group risk management; and 0 Enhancing overall Group performance.

Intra-group Transactions

Companies within the Group shall be preferred service providers to one another i.e. the

services/products rendered by companies within the Group shall be utilised wherevequired.

Where the Group/Subsidiary renders the type of services required by the Group or vice versa, the
Group/Subsidiary is mandated to engage the other party to provide such services; however, the
following conditions shall apply:

= The service provided by the Subsidiary must be comparable in cost and service quality to
services provided by peer companies;

* The service provided shall be at arm’s length and satisfy the provisions of the Group’s Transfer
Pricing policy (if applicable)

* The business transaction with the Subsidiary Company shall be governed by a contract agreed
to by both parties; and

+  The business transaction between DCP Group and its Subsidiary Companies shall be disclosed
in the related party transaction report presented quarterly to the Board of DCP, even though
such transaction is eliminated upon consolidation in the anmial report. '

22
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DELEGATION OF AUTHORITY MATRIX

9,

% Strategy and Policy Matters

s¢  Material Business Decisions

*» Financial

s Human Resource

s Governance

% Risk Management
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Subsidiary Company Governance Framework

'REPORTING FRAMEWORK

% Group Board Oversight

% Group Strategy Oversight

% Group Management Oversight
% Group Assurance Oversight

%  Group Functional Oversight

Subsidiary Company Governance Framework
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Reporting Framework

Introduction

~ The Board has identified the need to develop a Group reporting framework to support and

enhance its governance practices, decision making process and measure business performance.

Specifically, the objective of the Group Reporting framework includes:

To provide the Group with information to monitor and support decision making and
facilitate effective and efficient allocation of financial resources;

To facilitate transparency and accountability within the Group;

To monitor revenue and operational cost for improved profitability;

To evaluate business performance against key performance indicators;

To facilitate the accurate and timely preparation of relevant information; and O To promote

and support governance practices of the Group.

This reporting framework has been structured to satisty into five (3) key oversight functions of

the Group:

Board Oversight;
Strategy Oversight;
Management Oversight;
Assurance Oversight; and

Functional Oversight.

This reporting framework is not meant to be all-inclusive but represents the minimum
requirement for reporting in the Group and has taken into consideration the current information
needs of Group Board.

It is expected that this framework will be reviewed and revised from time to time based on

changes in the Group governance practices and information needs.
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APPENDIX 1

Sample Subsidiary Board Charter

This document has been reviewed and approved by the Board of Directors:
= o 7 LT, = Tt u 7?«& T N e s T AN RETEE

Chairman, Board of Directors

Managing Director/Chief
Executive Officer
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Glossary of Terms
Acronyms Definition
AGM - Annual General Meeting
Board Board of Directors of the Subsidiary Company (3
; =l
Company - Subsidiary Company
Director Director of the Subsidiary Board ,
i
ED - Executive Director
EGM - Extra-ordinary General Meetings
Group Board Board of Directors of Dangote Cement PL.C
‘ INED - Independent Non-Executive Director
MD/CEO | Managing Director of Subsidiary Company of Dangote Cement
: PLC
!
NED Non-Executive Director
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3.

DANGOTE

CEMENT

Introduction

This Charter governs the operations of the Board of Directors (*the Board”) of Subsidiary XXX.

This charter should be adapted to comply with the local laws and regulations of the couniry
in which each Subsidiary operates.

Purpose

The purpose of this Charter is to provide mandatory guidelines on how business is to be

conducted by the Board in accordance with the principles of good corporate governance

practices. The Charter outlines the authority, responsibilities, composition and operations of the
Board and forms an integral part of the governance documents presented to the Directors upon
appointment unto the Board.

Responsibilities of the Board

The Board should assume responsibilities for the following:

3.1 Strategy and Planning

47 |

a) Approve the Company’s strategy and financial objectives and monitor the implementation of

b)

d)

those strategies and objectives. This includes the following:

i

ii.

iv.

vii,

Review the assumptions and rationale underlying the budget and strategy of the
Company on an annual basis,

Ensure alignment of the strategy, organisational structure and budget of the Company.
iii. On a quarterly basis, monitor management performance and progress against the
strategies and objectives of the Company, including assessing the Company’s financial
position and performance.

Approve any significant changes in the organisational structure of the Company. v.
Approve operating plans and actions of the Company.

Determine financial/operational authority limits for management and approve
expenditure that exceed those limits, subject to the approved Group Delegation of
Authority Framework,

Ensure that appropriate sysiems and processes are in place, to give assurance that the
Company operates in a safe, responsible and ethical manner and in compliance with all
legal and regulatory requirements.

Review and approve policies to maintain and improve the financial health and integrity of

the Company,

Review and approve the financial aspects of major proposed iransactions, projects, programs

and services.

Approve the Company’s budget (subject to the Group’s endorsement) and ensure that it is
executed properly.
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Oversee the process of ensuring that the Company has in place the

appropriate financing strategy to support and enable its growth ambitions.

Review and approve the annual operating budget and annual capital budget consistent with
the long-range financial plan and financial policies,

3.2 Governance

2)

b)

g)

h)

Review and approve the Company’s Corporate Governance Framework comprising the board
and board committee Charters and governance policies.

Review and approve ihe recommendations of the designated committee with oversight over
governance in relation to the following Board nomination matters:

i. The approptiate size and composition of the Board and Board Committees, including
the mix, skill, knowledge and experience;

ii. Governance principles, guidelines, procedures and criteria for selecting new Directors;
iii, Removal of Directors; and iv. Board succession planning.

Approve all Directors’ appointments for ratification of the Group Board.
Oversee the implementation of good corporate governance practices in the Company

Review recommendations from the annual appraisal of the performance of the Board and
Board Committees and approve action steps as required

Approve arrangements for AGM and Extraordinary General Meetings (EGM).

Promote and protect the interest of all the Company’s stakeholders including the minority

sharcholders,

Approve training policy for all Board members and ensure adequate implementation,

3.3 Risk Management

a)

b)

c)

Oversee the establishment, implementation and monitoring of an enterprise-wide risk
management framework that identify, assess and manage risks facing the Company. This
includes, but is not limited to financial, operational, information technology, legal, strategic,

reputation and compliance risks.

Review and approve new or revised risk policies in line with the Group’s overall risk

management appetite and framework.

Oversee the Company’s corporate sustainability practices with regard to its economic, social

and environmental impacts.

3.4 Succession Planning

48 |

a)

b)

Approve the appointment and removal of the Managing Director and any other Executive
Director in the Company subject to the ratification of the Group Board.

Approve the criteria for assessing the performance of the Executive Directors.
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¢) Monitor and evaluate the performance of the Managing Director against :

agreed key performance objectives and targets and ratify the evaluation of Executive
Directors as prepared by the Managing Director.

d) Review regularly, the succession plan for the Board and senior management staff and
recommend changes where necessary.

3.5 Audit and Compliance

a) Oversee the process to ensure that the Company maintains a sound system of internal controls
to safeguard shareholders” investment and the assets of the Company.

L)
YA

b) Review and approve the Company’s accounting policies, and any subsequent changes.

¢) Ensure the Company’s financial records are prepared in line with the approved accounting
policies,

d) Recommend the appointment of statutory auditors for the Company for approval by the
Group Board.

e) Oversee the Company’s key control and assurance functions, including risk management,
internal audit, external audit and regulatory compliance,

3.6 Human Resources

a) Review and approve the appointment, promotion and removal of the senior management staff
of the Company.

b) Approve the Company’s performance-based compensation policy initiatives.

¢} Review and approve disciplinary actions to be carriéd out against senior management staff,

d} Approve key human resources policies and practices, including recruitment, training,
compensation, welfare, performance management, career management, transfer,

redeployment and disengagement.
3.7 Remuneration of Directors and Senior Management Staff
a} Review and obtain approval of the Group Board with relation to Directors’ remuneration,
1) Present Directors’ remuneration for shareholders® approval

¢} Ensure that Non-Executive Directors’ remuneration is in line with the provisions of leading

corporate governarce practices.
d) Ensure that Executive Directors’ remuneration is performance driven,
e} Approve remuneration of senior management staff.
3.8 Ethical Standards and Compliance with Laws

a) The Board shall provide effective leadership based on ethical foundation. The Board must

seek the Company’s performance on economic, social and environtmental matters,
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b) The Board shall take responsibility for building, sustaining and leading
an ethical corporate culture in the Company, ensuring that ethical standards are cleatly
articulated.
c) The Board shall ensure that the Company complies with applicable laws.
3.9 Whistle blowing

4.

Oversee the establishment of whistle blowing procedures for the receipt, retention, and treatment

of complaints received regarding accounting, internal conirols and/or auditing matters, unethical

activity/breach of the corporate governance code and the confidential/ anonymous treatment of

submission by stakeholders (employees, customers, suppliers, applicants, etc.) with respect to

such complaints.

Board Size and Composition

4.1 The Board shall comprise Directors with a broad range of expertise, skills and experience from a

diverse range of background to enable them to discharge their respective duties and

responsibilities effectivety.

4.2 The Board of the Company shall consist of a majority of Non-Executive Directors,

4.3 The Board size shall depend on the size of the operations of the Company. It shall have minimum

of 7 and a maximum of 9 members, including 1 Independent Director(s) and 1 host-country

nationals.

4.4 An Independent Director who does not represent any shareholder interest and holds no special

50 |

business interest in the Company. Except otherwise defined in the laws and regulations of the

host country, an Independent Non-executive Director (INED) shall be defined as a Director who

is not;

a)

b}

c)

d)

g}

a substantial sharcholder of the Company, that is one whose sharcholding, directly or
indirectly, does not exceed 0.1% of the company’s paid up capital;

a representative of a shareholder, that has ability to control or significantly influence
management;

employed by the Company of which it currently forms part, or served in any executive
capacity in the company for the preceding three financial years;

a member of the immediate family of an individual who is, or has been in any of the past
thres financial years, employed by the Company in an executive capacity;

a financial, legal or consulting service provider to any Company within the DCP Group either
currently or within the last five (5) years;

part of management, executive committee or Board of trustees of an institution, charitable or
otherwise, supported by the DCP Group;

be a significant supplier or customer of any Company within the DCP Group;




Subsidiary Company Governance Framework

4.5

4.6

4.7

4.8

4.9
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CEMENT
) have significant contractual relationship with the Company and the DCP

Group, and is free from any business or other financial relationship which could materially
interfere with his‘her capacity to act in an independent manner; and

i) be a partner or an executive of the Company’s statutory audit firm, internal audit firm, legal
or other consulting firm that have material association with the Company and have been a
partner or an executive of any such firm for three financial years preceding his/her
appointment.

The Board should annually review and reconfirm the independence status of its INEDs.
Notwithstanding this review, where a ‘Director becomes aware of the loss of his or her
independence, he or she shall promptly notify the Chairman who shall ensure that the matter is
discussed at a Board meeting as soon as practicable.

The Group Board shall nominate its representatives on the Board of its Subsidiary Companies,
The representatives may comptise Directors and Executive Management Staff of DCP Group,
and the level of Group representation on a Subsidiary Board shall depend on the materiality of
that Subsidiary Company.

For Subsidiary Companies that have minority shareholders with substantial shares for Board
representation, the minority shareholders may nominate candidates to represent their interests.
However, the Group Board shall nominate more than half of the Directors (representatives) on

the Board of such Subsidiary Companies.

The Subsidiary Managing Director shall be an Executive Member of the Subsidiary Board. DCP
Board may also appoint other Senior Management Staff of the Subsidiary Companies as
Executive members of the Subsidiary Board.

The Board members shall have appropriate skills and competencies required for the Board to

fulfil its goals and responsibilities. These competencies shall include amongst others:
a) Relevant industry knowledge

b) A track record of achievement in specific arcas

¢) Knowledgeable in Board matters

d) Leadership and management experience

e) Impeccable personal characteristics

) Business experience in local and international markets

g) Technical competence, depending on the needs of the Company
i

S.

Chairman’s Eligibility and Responsibility

5.1 The Group Board shall appoint the Chairperson of the Board. Such appointee could be an Executive

5.2

51 |

Management Staff or Director of DCP Group or an external party.

The Chairman shall be a NED and shall not be a member of any board committee,
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3.3 The role of the Chairman shall be separate from that of the MDD shall and an

individual cannot occupy the two positions at the same time,

5.4 Where the Chairman is absent from a meeting, the other Directors present shall have the authority
to choose one of the NEDs to chair that particular meeting,

6. Appointment of Directors

6.1 The Board shall establish a formal and transparent process for the appointment of Directors to the
Board.

6.2 The Board recognises that to remain effective, it must appoint and develop members and refresh
the overall competency on the Board from time to time,

6.3 The Board shall proactively assess the qualities and skills needed to complement the Board, upon
the recognition of an exit or vacancy on the Board and develop specifications of the skills,
personal attributes, knowledge and experience required to fill the current gap.

6.4  All nominations from the Group shall be reviewed and endorsed by the Company’s Board.

6.5 All endorsements by the Company’s Board shall be presented to all shareholders for ratification
during its Annual General Meeting. In presenting to shareholders, the Chairman shall present a
summary of the profile of the newly appointed Director to the shareholders to enable them make
informed decisions about the appointment,

6,6 The Board in discharging this obligation may procure the services of a recruitinent agency to source

for suitable Non-Executive Directors for the Company.

6.7 The Board shall conduct a background check ‘on potential candidates in order to ensure that
candidates are fit and proper and their appointment as Directors would not tamish the image of
the Company.

6.8 The background check could include a criminal record check, employment check and verification
of qualification, The result of the background check will be used in determining candidates to be
appointed by the Board.

6.9 The Managing Director will be engaged on employment contracts with the Group and are subject
1o regular re-election based on satisfactory performance indicated by the Company Board and

approval of the Group Board,

6,10 On appointment, Directors are expected to sign and return a written contract or letter of
appointiment setting out key terms and conditions of appointment which includes dulies, rights
and responsibilities, the time commitment envisaged and the Board’s expectation regarding their
involvement with Commitiee work.,
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Tenure and Re-election of Directors

7.1 The tenure and re-election processes and policies applicable at the Group level shall also apply to

7.2

7.3
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Directors of Subsidiary Companies, subject to the statutory and corporate governance

requirements of the country in which each Subsidiary Company operates.

The Group’s Tenure Policy is as follows:

a)

1)

d)

The MD shall be appointed for an initial term of three (3) years which may be renewable,
subject to satisfactory performance, The retivement age of the MD shall be sixty-five (65)
vears of age.

NEDs shall be appointed for an initial term of three (3) years which may be renewable,
subject to satisfactory performance and approval of the shareholders. Non-executive
Directors who are 70 years old or more shall be subject to annual re-election by shareholders.
This fact shall be disclosed to members at annual general meetings.

Independent Non-executive Directors (INEDs) shall be appointed for an initial term of three
(3) years which may be renewable, subject to satisfactory performance and approval of the
shar¢holders,

The Board shall annually review the independence status of INEDs serving beyond nine (9)
years. The independence review shall be in line with the independence requirements of
relevant regulators, industry requirements, legislations and relevant Corporate Governance
Codes. Where an INED fails to meet the independence requirements, the INED shall be

formally designated as a Non-Executive Director.

INEDs who are 70 years old or more shall be subject to annual re-election by shareholders,
This fact shall be disclosed to members at annual general meetings.

EDs shall be subject to the retirement age of sixty-five (65) years of age, subject to
satisfactory performance as indicated in the ED’s performance evaluation,

The Group’s Re-election Policy is as follows:

a)

b)

Every year, at least one-third of the Non-Executive Directors, retire from office at the Annual
General Meeting.

Prior to each annual general meeting, the Board will assess the performance of each Director
due to stand for re-election based on the result of the Annual Directors’ Peer Assessment and
propose if the Board will recommend to the shareholders that they vote in favour of the
reelection, or otherwise, of each Director eligible for re-election.

The names of Directors submitted for election or re-election would be accompanied by a
summary of their biographical details to enable the shareholders take informed decisions on
their election.

Remuneration of Board Members

-

The Board shall establish formal and transparent policies and procedures for determining
the remuneration that will attract and retain the right caliber of Directors, consistent within
its Subsidiary Companies;
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Each Subsidiary Board shall recommend Directors’ remuneration in '

line with the Group’s remuneration framework, for approval by the Group Board (and
shareholders where there are minority shareholders other than the Group).

Remuneration and reward strategies shall be set at levels that enable Subsidiary Companies
attract, motivate and retain the right skills required to efficiently manage the operations and
growth of the business;

Performance goals of Directors shall be aligned to DCP Group’s interest and ensure that
Directors make prudent decisions in deploying resources to generate sustainable growth;
Performance based incentive programs for the executive management shall be aligned to

individual performance and the overall performance of the Subsidiary Company. This
approach drives a high-performance culture that rewards individual contributions and the
achievement of business results; and

Subsidiary Boards shall regularly benchmark its remuneration practices against peer
institutions whose business profiles are broadly similar to that of the Subsidiary companies,
using remuneration surveys, peer reviews etc.

DCP Group Staff, Subsidiary CEOs and Subsidiary EDs shall not be entitled to Directors’
fees and sitting allowances on the Board.

Components of Executive Directors’ Remuneration

The remuneration of the MD and other EDs seconded from the Group shall be determined
by the Group and defined in their employment contract with the Group.

The Group Board shall provide final approval of the remuneration package of the EDs.
EDs shall play no part in determining their remuneration.

The compensation of the EDs shall include incentive schemes to encourage continued
improvement in performance against the criteria set and agreed by the Board.

The Board will set operational targets consisting of a number of Key Performance
Indicators (KPI's) covering both financial and non-financial measures of performance for
the EDs at the beginning of each year.

The performance of the EDs will be measured against these criteria at the end of the
financial year and their evaluation result used to determine the variable element of their
remuneration.

EDs will not be paid sitting allowances for attendance at Board and Board Committee
meetings. In addition, EDs shall not be entitled to additional fees for serving as directors
apart from their remuneration as stated in their employment contracts.

A summary of ED’s remuneration components is given below:

Component Payment Frequency

Base salary Monthly

Benefits and allowances Monthly/Quarterly/ Annually
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Performance incentive Annually

Components of Non-Executive Directors’ Remuneration in Subsidiary Companies

|

NEDs’ fees will be set at a level that is in the minimum, at par with peer institutions and
market developments. The fees should reflect the qualifications and contribution required
as well as the extent of the Director’s responsibilities and liabilities.

NEDs shall receive a fixed cash amount per annum (annual fee) and sitting allowance for
each meeting (Board and Board Committee) attended. The fees shall be approved by the
Subsidiary Board and ratified by the Group Board. )

Performance incentive payments will not be made to NEDs.

Expenses in connection with Board and Board Committee meetings will be reimbursed
upon presentation of appropriate receipts.

The Directors shall also be reimbursed such travelling, hotel and other reasonable expenses
properly incurred by them in attending meetings, from their usual place of residence, and
returning from any meetings and/or performing any assignment in connection with the
business of the Subsidiary company.

The NEDs are not covered by any Group’s pension scheme or a defined benefit pension
scheme.

DCP Group Staff that are NEDs on the Board shall not be entitled to Directors’ fees and
sitting allowances.

A summary of NED’s remuneration components is given below:

Component Pdyiment Frequency _
Director’s fees Annually
Sitting allowance Per Sitting

|
|
|
|

| Training Allowance/Per Diem/Reimbursable Expenses ~ As required

Compensation Review and approvals

The Subsidiary Board shall ensure that a periodic review of the remuneration structures of
Directors is performed to ensure that the Company’s compensation structure remains
competitive. A benchmark of peer compensation shall be carried out every two (2) years
and changes shall only be made on a need basis.

Compensation reviews are subject to the final approval of the Group Board before they can
be effective.

In determining the level and make-up of the remuneration for Directors, the Board may

obtain independent advice on the appropriateness of the remuneration packages based on
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compensation benchmarks of peer ¢companies. The Board may engage

the services of an external consultant to carry out this compensation benchmark,
. On an annual basis, the Subsidiary Board shall obtain the approval of its shareholders for
the Directors’ compensation to be paid in the following year.

9. Board Meetings

9.1 Board meetings may take place via any medium, including by telephone conference, video
conference or such othier means, provided that this does not constrain any Director from
communicating and contributitigy effectively to discussions.

9.2 All meetings, whether held in person, by telephone or any other means of communication
shall be accepted as proper meetings of the Board.

9.3 The Board shall meet at least once every quarter prior to the meeting of the Group Board.
Additional meetings may be convened as required. Directors shall prepare adequately,
attend and participate in Board and Board Committee meetings.

9.4 The Company Secretary shall provide notice of meeting at least two (2) weeks prior to the
meeting, but lack of notice shall not invalidate the proceeding of any meeting at which a
quorum is formed.

9.5 Agenda and Board papers scheduled for discussion shall be circulated at least one (1) week
before the meeting.

9.6 Board agendas shall be well-structured throughout the year to enable the Board to discharge
its key responsibilities effectively. The annual agenda shall include a meeting to evaluate
the Companj’s strategy and assess the achievement of financial and other business goals.
The agenda should also include the evaluation of the major risk elements and how they
are being mitigated,

9.7 The Company Secretary shall keep minutes of the Board meetings and circulate the draft
minutes to all members within two weeks of the meeting after the Chairman has given
preliminary approval. The minutes of the Board meetings shall be presented for approval
at the next meeting of the Board. The Company Secretary shall follow up on action plans
decided at the meeting and present a status of implementation of the action plans during
the next meeting.

9.8 Minutes, agendas and supporting papers will be made available to any Director upon request
to the Company Secretary, provided no conflict of interest exists.

9.9 The quorum required for a Board meeting shall be more than half of the number of Directors

with majority of members present being Non-executive Directors.

10. Code of Conduct "

10.1 The membets of the Board are expected to conduct themselves in accordance with the
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Directors’ code of conduct policy as well as generally acceptable

practices for appointments of this nature.

10.2 Directors shall avoid any action, position or interest that conflict or can potentially give an
appearance of a conflict, with the interest of the Company.

10.3 Directors shall annually declare their financial interests in any contract or arrangement with
any person or otganisation in which they are a Director, officer, servant or creditor, ora
holder of substantial shares or other securities.

10.4 Ditectors are bound by the Company’s values, code of conduct and statements of business
principles.

10.5 Directors shall act at all times in the best interests of the Company as a whole so as to
preserve its assets, further its business and promote the purposes for which it was formed.

10.6 Directors shall maintain confidentiality in all matters relating to their roles as a Directors
untess when authorized by the Board or required by law to disclose information,

10.7 Directors shall not exceed the power conferred upon them by the shareholders or exercise
such power for purposes other than those for which it was conferred.

10.8 Directors shall avoid any actual or apparent conflict between their own personal interesis
and the interests of the Company.

10.9 Directors shall on assumption of duty and subsequently at the beginning of every financial
year, disclose interests in other Companies amongst other things.

10.10 Directors must openly disclose all potential, real or perceived conflict of interest as soon
as the issue arises. i

amarnn gy e

10.11 Directors shall avoid such gifts that may be misconstrued as bribe or gifts in return for

business with the Company or benefits to a person or organization.

10.12 Directors are prohibited from dealing in the securities of the Company for a period

preceding the announcement of its financial results or in any peried considered sensitive.

10.13 Directors shall attest that they have adhered to the stated principles and standards of the
code annually,

11. Board Committees

11.1 The Board may appoint standing and ad-hoc Committees, which will assist it in discharging
the Board’s responsibilities.

11.2 The Board shall approve each Comnittee’s charter setting out the matters relevant to the

authority, composition and responsibilities of the Committee,

i1.3 Board Committees will observe the same rules of conduct and procedures as the Board,
unless the Board determines otherwise.
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©11.4  Board Committees will only act for the Board when so authorised.

11.5 All Board Committee actions and deliberations shall not be discussed fully to the Board,
except as may be otherwise mandated by the Board.

12, Induction and Continuing Education

12.1 The Board shall ensure that a formal induction programme is implemented to ensure new
Board members are adeqguately acquainted with the Board’s purpose, responsibilities,
practices and the Company’s strategy and operations. Newly appointed Executive and
Non-Executive Directors of the Group shall undergo an induction programme within one
{1) month to three (3) months of their appointment respectively.

12.2 Ongoing training and development opportunities will be provided to Directors as required,
to enable them to gain the requisite understanding and knowledge of the Company as
well as the regulatory and competitive environment in which the Company operates,

12.3 Every Board member shall attend a minimum of one (1) core training programme in three
(3) years. The core training (industry, leadership, governance or technical) will be
sponsored by the Company. Where the Director is an internal nominee and has attended
such training at the Group level, there will be no need to reschedule such a Director on
the same training,

12.4 A schedule of training programs for all Directors shall be drawn up. The training schedule
shall be prepared following the training assessment of each Director and based on the
results of the individual director evaluation,

12.5 Notwithstanding the Company’s responsibilities, each Director has a personal responsibility
to ensure that he or she remains current and up-to-date regarding the strategies and
businesses of the Company as well as the industry and macroeconomic environment in
which it operates.

13. Access to Independent Advice
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The Board has the power, to obtain advice and assistance from, and to retain at the Company’s
expense, such independent or ouiside professional advisors and experts as it determines
necessary or appropriate to enable the Board to carry out its duties. The Board shall have the
sole authority to retain, replace, and approve fees and other retention terms for any such
consultant.

R




Subsidiary Company Governance Framework

DANGOTE

CEMENT

14, Board Performance Management

»

The Board of Directors shall undertake a formal and rigorous annual evaluation of their own
performance and that of their Committees and individual Directors. The evaluation process
shall be a constructive tool for improving the Board's performance;

The process shall be objective, independent, fair and shall ensure maximum confidentiality
of the results including feedback received from peers.

The evaluation process will be in line with the provisions of the Subsidiary Governance
Framework

14.1 Evaluation Process for the Board

The Board as a whole, shall set annual goals before the end of the first quarter of each fiscal
year, Each goal must be specific, measurable, achievable, realistic and time bound. These
goals shall be approved by the Group Board, signed off by the Group Chairman, and filed
by the Company Secretary.

Formal evaluvations of the Board will cover all aspects of the Board's structure and
composition, respongsibilities, processes, operations and performance with respect to the
defined goals.

The evaluation report will be presented to the Subsidiary Board as well as Group Board for
review and approval. ‘

14.2 Evaluation Process for Individual Directors on the Board
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The evaluation of the Board will also include an annual individual directors’ peer assessment.
Each Director shall be provided a questionnaire to appraise the performance of their peers,
The evaluation will seek to measure the perception of Directors on the contribution of o.thér
Directors on the Board.

The evaluation shall cover both the Non-executive and Executive Directors.

The evaluation of the EDs shall seek to assess their performance as Directors on the Board,

rather than their functional responsibilities,

Directors will evaluate the performance of their peers against set criteria and the results will
be collated. Where a deficiency in a Director’s performance is identified, an action plan would
be developed and implemented for the Director to acquire the necessary skills or develop
appropriate behavioral patterns.

The resulf of the evaluation will provide the basis for identifying future (raining needs and
where necessary, justify why a re-appointment may not be appropriate. Consequently, the
reappointment of a Director would occur after the proper evaluation of the performance of
such Director by all other Directors.
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14.3 Evaluation Process for the Managing Director

The evaluation of the Managing Director is one of the most important responsibilities of the
Board. The evaluation process provides a formal opportunity for the Board and the Managing
Director to have a constructive discussion regarding the performance of the Company and the
Managing Director’s leadership of the Company, The Board will work through its relevant
committee in implementing the evaluation process.

A written statement of the Managing Director’s goals for the year under review, shall constitute
the criteria against which the Managing Director shall be evaluated. These goals should have
been agreed with the Managing Director and the Board at the beginning of the year under review
and shall include the following; '

*  The Company’s performance against the strategic plan, annual financial budget and KPls,

»  Other non-financial performance such as leadership skills, coaching and mentoring,
interpersonal skills.

An overview of the evaluation of the Managing Director is as stated below:

* At the beginning of the financial vear, the relevant committee reviews and approves the
Managing Director’s annual goals and objectives, in consultation with the Chairman of the
Board;

= Atthe end of the year, the relevant committee shall undertake the assessment of the Managing
Director against the set criteria specified above and input from the Chairiman of the Board as
well as input from the GMD/CEOQ; and

*  The Chairman of the relevant committee and the Chairman of the Board shall discuss the
summary of the evaluation with the Managing Director.

15. Authority and Accountability
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15.1 The role, function and power of the Board, its members and Committees are determined by
law, the Articles of Association, Charters and Policies of the Company.

15.2 The Board has the power to make any decigion in respect of the Company which has not
been specifically reserved for decision-making by the Group Board.

15.3 The Board shall exercise its power reasonably:
*  In the interest of the Company with due regard to the interest of all stakeholders; and

* In compliance with requirements of applicable laws and principles of sound corporate
governance.

15.4 The Board is ultimately accountable to the Group. Each year, the Company shall hold an
AGM at which the Directors must provide a report {o the Group on the performance of the
Company, its foture plan and strategies.
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15.5 The Board delegates to the Managing Director and other members of Management, the
authority and powers to manage the day-to~-day business affairs of the Company, subject to
such specific limits that the Board makes from time to time.

16. Access to Information

16.1 Directors shall be entifled to ask members of the senior management, via the Managing
. Director, to provide relevant “information or seek explanations on the affairs of the
Company,

16.2 Directors shall have access to the Company’s internal and external auditors and where
necessary, meet with them without management being present,

17. Company Secretary

17.1 The Company Secretary has a key role in ensuring that Board procedures are followed and
reviewed regularly and has the responsibility in law to ensure that Board members are made

aware and provided with guidance as to their duties, responsibilities and powers.
17.2 All Directors shall have direct access to the Company Secretary,

7.3 The Board shall have ultimate responsibility for the appointment and removal of the
Company Secretary.

17.4 The Company Secretary shall:

*  Ensure that the applicable rules and regulations for the conduct of the affairs of the
Board are complied with and for all matters associated with the maintenance of the
Board or otherwise required for its efficient operation,

* Provide the Board as a whole and the Board members individually with detailed
guidance on their duties, responsibilities and powers;

*  Provide a central source of guidance and advice to the Board, and within the Company,
on matters of ethics and good governance, as well as adminisirative support to the
Board and Board Committees;

* Advise all Board members, on changes in legislation and any law relevant to or
affecting the company;

* Ensure that the procedure for the appointment of Directors is properly carried out and
assist in the proper induction, orientation and development of Directors, including
assessing the specific training required by Directors and executive management to
perform their fiduciary duties and other responsibilities;
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Coordinate the annual evaluation of the Board, its individual Directors and Committees
of the Board;

Coordinate, organise and attend meetingg of the Board and stakeholders and ensure that
the correct procedures are followed,;

Communicate Board calendar and annual agenda at the beginning of every year
working in conjunction with the Chairman;

Ensure that notices of meetings are timely circulated in accordance with the Article of
Association;

Compile Board and Board Committee papers and ensure that the Board’s discussions
and decisions are clearly and properly recorded in the minutes and communicated to
the relevant petsons;

Ensure that Board papers are of good quality and can assist Directors in decision
making;

Elicit appropriate responses, feedback, and input to specific agenda items in the Board
and Board Committee deliberations;

Ensure that the minutes of the Board and Board Commitlee meetings are circulated to
the Directors in a timely manner, after the appraval of the Chairman of the Board or
Chairman of the relevant Board Committee;

Effectively track the implementation of decisions made during Board and Board

Committee meetings; )
Ensure that the Board, Board Commitice charters and governance policies are kept
upto-date; and

Act as the primary point of contact for all stakeholders, especially with respect to

matters of Board operations and corporate governance.

18. Review of Charter
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The Board shall review and re-assess this Charter at least every three (3) years or eatlier as

required, to ensure it remains consistent with the Board’s purpose and responsibility.
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