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1. Background
The concept of directors of Irish companies having to provide compliance statements was first introduced by the Companies (Auditing and 
Accounting) Act 2003 but, due to widespread opposition to perceived onerous obligations on directors, no commencement order was 
ever issued for the relevant provision. The rationale for the introduction of compliance statements was to foster a culture of compliance by 
creating a greater sense of accountability and responsibility among company directors and by developing good systems of internal controls 
within companies. 

The Companies Act 2014 (the “Act”) now requires directors’ compliance statements to be included in directors’ reports in the financial 
statements of certain qualifying companies submitted to the Irish Companies Registration Office.  

2. Which companies are required to prepare directors’ compliance statements? 
The requirement to prepare compliance statements under the Act applies to the directors of large private companies (ie, LTDs, DACs, 
guarantee companies) and all types of public companies.

The Act requires the directors of a private company to prepare a compliance statement where each of the following financial criteria  
is met:

 » the amount of its turnover for the year exceeds €25 million; and

 » the amount of its balance sheet for the year exceeds €12.5 million.

The directors of Irish unlimited companies and investment companies are not required to prepare compliance statements in their reports 
irrespective of whether the financial thresholds above are met. 

3. What must the compliance statement contain?
The directors of a qualifying company must include, in their directors’ report, a statement:

a. acknowledging that they are responsible for securing the company’s material compliance with its ‘relevant obligations’; and

b. confirming that the three requirements set out below have been done, or, if they have not been done, specifying the reasons 
why they have not been done (ie, a comply-or-explain basis - certain industry sectors (eg SPVs) may have a preference for the 
potentially less onerous ‘explain’ model of compliance).
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The directors must confirm that:

 » a statement setting out the company’s policies in respect of compliance by the company with its relevant obligations has been 
prepared;

 » appropriate arrangements or structures that are, in the directors’ opinion, designed to secure material compliance with the company’s 
relevant obligations have been put in place; and

 » a review, during the financial year to which the report relates, of any arrangements or structures to secure material compliance with 
the company’s relevant obligations has been conducted.

4. What are a company’s ‘relevant obligations’?
The relevant obligations of an applicable qualifying company are the company’s obligations:

 » under the Act which would cause a serious company law offence (ie, those with sanctions that are designated as category 1 or 
category 2 offences under the Act, a serious market-abuse offence or a serious prospectus offence); and

 » under tax law.

Tax law is widely defined in the Act to include the Customs Acts, Capital Gains Tax Acts, Value-added Tax Acts and any other enactment relating 
to tax in Ireland. 

5. What are the penalties for director default? 
The Act provides that any directors in default in relation to preparation of compliance statements shall be liable to a fine of €5,000 and / or 
six months’ imprisonment. 

6. Conclusion
The new requirement for directors’ compliance statements should be welcomed and directors should see it as an opportunity to demonstrate 
to shareholders, creditors or prospective investors that good corporate governance structures are in place. However, due to the potential for 
penalties for failing to comply with this statutory obligation, directors should be mindful of their obligations and seek advice if necessary.
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Walkers works in exclusive association with Taylors in Bermuda, a full service commercial law firm providing advice on all aspects of Bermuda law.

Disclaimer
The information contained in this advisory is necessarily brief and general in nature and does not constitute legal or taxation advice. Appropriate legal or other professional advice 
should be sought for any specific matter.


