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“Wonderfully Supportive”
and Corporate Governance 
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Corporate Governance and Public Companies

•There are 2 ‘listing’ exchanges in the US

• NASDAQ 
• “other”

•Each exchange sets its own rules 
• Rules approved by SEC
• Most recent and wide sweeping changes affecting Corporate Governance went into effect in 2004

•SOX – A US Federal Law enacted in 2002
• Largely accounting related, but covers aspects of corporate governance 

•Enforcement - Exchanges and the SEC enforce Corporate Governance

Presenter
Presentation Notes
The NASDAQ OMX Group, Inc. is the world's largest exchange company - 

It delivers trading, exchange technology and public company services across six continents, and with over 3,900 companies, it is number one in worldwide listings among major markets.

Offers multiple capital raising solutions to companies around the globe, including its U.S. listings market; the OMX Nordic Exchange, including First North; and the 144A PORTAL Market.

Offers trading across multiple asset classes including equities, derivatives, debt, commodities, structured products and ETFs. 

NASDAQ OMX technology supports the operations of over 60 exchanges, clearing organizations and central securities depositories in more than 50 countries. 



Options : NASDAQ will be the only market offering customers both exchange models for options: a market maker driven model and price/time order book model. 



BSE acquisition: expands our offering in a heavily competitive transaction space. More specifically, NASDAQ will gain an additional exchange license, enabling us to offer customers a second protected quote for equities that will allow us to provide added flexibility and competitive pricing.  Additionally, NASDAQ anticipates making use of the BSE Clearing Corporation which we are optimistic will provide benefits for both NASDAQ and our customers over time. 
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Problem
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http://upload.wikimedia.org/wikipedia/de/9/93/Tyco-Logo.svg
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Solution

http://en.wikipedia.org/wiki/Image:Paul_Sarbanes,_official_color_photo.jpg
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• The Sarbanes-Oxley Act of 2002 ("Sarbanes-Oxley") is an assortment of reforms designed to protect investors by 
imposing financial reporting, disclosure and corporate governance requirements on public companies

Some sections directly related to corporate governance

Section 301 

Establish procedures for the receipt, retention, and  treatment of complaints—including confidential and anonymous
submissions by employee. 

Section 406

Institute a code of ethics for senior financial officers. 

Section 806

“Whistleblower protections” for individuals who provide information or assist in investigations related to suspected
unlawful behavior within the company.

SOX is the Corporate Governance Benchmark
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• Corporate Governance Requirements which are applicable to private companies-

• Criminal Liability for Document Destruction. Sarbanes-Oxley provides criminal penalties for anyone who 
intentionally destroys, alters or falsifies records or documents with the intent to impede or otherwise 
influence a federal agency investigation 

• Liability for Retaliation Against Whistleblowers. Sarbanes-Oxley makes it a crime punishable by a fine 
and prison to knowingly retaliate against any person who provides a law enforcement officer truthful 
information relating illegal activities. 

• Increased Penalties for White Collar Crime. Sarbanes-Oxley increases the monetary penalties and 
prison sentence for fraudulent violations. 

• Securities Fraud. Sarbanes-Oxley extends the statute of limitations for investors to file a private securities 
action for securities fraud .

The direct and indirect impacts of SOX on private companies 
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A financial services company who failed in 2008

• >50% of the directors were over the age of 70

• Age range - 73-80

• 4 > 75

• Average tenure – 15 yrs 

• 9  were retired

• 1 theater producer

• 1 Navy admiral

• Only 2 had direct experience in the financial-services industry

• All handpicked by the CEO 

4 days before they filed for bankruptcy, the CEO said the board has been “wonderfully 
supportive”.

Market Turmoil 

Problem Result Solution

http://en.wikipedia.org/wiki/Image:Barney_Frank.jpg
http://www.google.com/url?q=http://www.themoneytimes.com/news/20081112/pelosi_pushes_for_more_auto_industry_aid-id-1041182.html&sa=X&oi=news_group&resnum=1&ct=image&usg=AFQjCNGpTI-sfgnLkd-y9RIwrALKEM7rwg
http://www.google.com/imgres?imgurl=http://www.popandpolitics.com/wp-content/uploads/2008/08/biden_obama.jpg&imgrefurl=http://www.popandpolitics.com/2008/08/25/word-to-the-pundits-thanks-for-nothing/&h=284&w=379&sz=61&tbnid=ZKba2fu58hIJ::&tbnh=92&tbnw=123&prev=/images%3Fq%3Dobama%2Band%2Bbiden&usg=__EFqlAFjiY3eZDWV-UPuYmysLhaM=&sa=X&oi=image_result&resnum=2&ct=image&cd=1
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Future Deal Structures

• Easy credit is over, won't return

• Capital is scarce

• Capital will only go to the best prepared, most financially sound and structurally solid

• Investments will be take longer & Investors will be more demanding

• Due diligence will go beyond the financials and business plan

• Not only will financials and business plan be assessed, but:

• the board

• their corporate governance methodologies

• their decisions

• their risk knowledge will be assessed 

The Investment Impact

“Having a corporate governance plan in place certainly enhances the image and reputation of a 
company, and will make it more attractive to investors” Dr. Constantine Konstans, executive director of the Institute for Excellence in 
Corporate Governance at the University of Texas at Dallas School of Management 
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• Risk becomes the new mantra
• The Board will need to see risk differently, approach risk differently and pursue risk differently
• May not impact the bottom line, but can save it

• Enhancing a Corporate Governance is not that costly 

• CEO and CFO – attestation
• Whistleblower
• Ethics survey 
• Cultural Assessment 
• Proactive Oversight
• Independent Director (s)
• Committees and Board level

“Having a system of accountability is critically important to the health of a company, even if that company is private and does not have to 
answer to its shareholders or to the SEC.”

Sound Corporate Governance Protects
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NASDAQ’s role
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Summary

New administration, new changes, new framework

• Think larger than the issue

• Go beyond best practices and current metrics

• Prepare for tomorrow

A good Board will always ask “At what risk”

Is the board of directors guarding the interests of the company or are they simply “Wonderfully Supportive”?

Tim Golomb
Managing Director

NASDAQ OMX Group
+1 312 601 2194

tim.golomb@nasdaqomx.com

mailto:chris.santiago@nasdaqomx.com
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