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PRESS STATEMENT

New Compliance Duty “will raise the bar” of Irish Corporate Conduct

 –  Director of Corporate Enforcement
Speaking at an Audit Committee Institute Ireland briefing this morning, Mr Paul Appleby, the Director of Corporate Enforcement, made the following comments about the new compliance requirements on directors which are contained in the Companies (Auditing and Accounting) Act 2003:

“The requirement that companies should comply with the law is not new.  However, what is different is the onus placed on company directors to discharge their responsibility for that compliance through the preparation and publication of statements of compliance with respect to company, tax and certain other legislation as part of their annual report to shareholders.  Auditors are also now being given extra responsibility to evaluate the validity of the directors’ compliance statements.

Undoubtedly, the purpose of the Act is to focus the attention of directors on their company’s compliance with key legal obligations.  This will involve some additional work for company directors and auditors.  The extent of the additional work will depend inter alia on the quality of the control environment existing within individual companies and the nature of that company’s business.  In a small number of companies, the extra work may be quite extensive.  

My purpose in recently publishing draft Guidance was to help directors and company managements to meet these new responsibilities.  I have set a deadline of 30 September for feedback on our draft Guidance, and I would encourage all interested parties to respond to us with comments by that date.

The critical outstanding issue at this stage is the date and the manner in which these new obligations will become effective.  This will be a political decision, but our Consultation Paper canvasses views on the timetable.  It is my intention to transmit to Minister Michael Ahern the recommendations I receive shortly after the 30 September deadline expires, so as to facilitate the making of an early decision on this discrete issue.

Following the Minister’s decision, I will then move, in consultation with those who assisted me in preparing the draft Guidance, to consider all of the submissions I receive and finalise it, prior to publication.

This new compliance framework is without doubt an ambitious effort on the part of Government and the Oireachtas to raise the bar of Irish corporate conduct and to prevent a recurrence of the problems which have tarnished our international business reputation in the recent past.  It represents an extension of the ‘comply or explain’ approach which has been successfully adopted in other areas, where the market acts to incentivise proper conduct.  I have little doubt that it will give rise to additional costs for some of the affected firms, but there will also be benefits in terms of:

· improved market transparency;

· lower business risks overall;

· enhanced attractiveness for business growth and investment purposes;

· less attention from government regulators for those who are in a position to confirm a ‘clean’ compliance record.  

I came across a quotation recently which was attributed to Sir David Tweedie of the International Accounting Standards Board in the context of his ongoing work to develop a common set of international accounting standards.  It read as follows:

“Critics says: ‘You’re making people change their behaviour.’  Well, exactly.  That’s what accounting is all about.  If they don’t change their behaviour, why bother?”

It seems to me that this quotation, suitably adapted, is equally relevant to the current efforts to improve corporate compliance standards in Ireland.”
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EDITORS’ NOTE

A new legal requirement in Section 45 of the Companies (Auditing and Accounting) Act 2003 will shortly oblige the directors of certain companies to prepare and publish in their annual directors’ report –

· a Compliance Policy Statement and 

· an Annual Compliance Statement

indicating the extent of their compliance with company, tax and certain other 

legislation that may materially affect the company’s financial statements.  The auditors of the affected companies will also be required to publish their opinion of the validity of the directors’ compliance statements.

In conjunction with other interested parties (the Consultative Committee of Accountancy Bodies – Ireland, IBEC, the Institute of Directors and the Revenue Commissioners), the Director of Corporate Enforcement published on 22 July 2004 a Consultation Paper and Draft Guidance on the Directors’ Compliance Statements in order to assist directors in meeting their new obligations.  The deadline for comments on this Guidance is 30 September.  

The Auditing Practices Board, in consultation with CCAB-I and the Office of the Director of Corporate Enforcement, has also published a draft Bulletin on compliance by Auditors with the new obligations.  The deadline for comments on this Bulletin is 15 October.

The Minister for Trade and Commerce, Mr Michael Ahern, T.D., will shortly decide when these new obligations will come into effect.  The Minister will take into account the views of interested parties on the appropriate timetable in response to the views given to the Director on his Consultation Paper and Draft Guidance. 

A copy of the ODCE’s Consultation Paper and Draft Guidance on Directors’ Compliance Statements is accessible from the Publications and Consultation Notices section of the ODCE website at http://www.odce.ie/.

Press queries in relation to this Statement may be addressed to Paul Appleby at (01) 8585820.
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