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The Companies (Exemption from Audit) 
Ordinance, 1991 

THE STATES, in pursuance of their Reso1:ution of 

24th April, 1991(a) and in exercise of the powers 

conferred on them by section 37(l)(b)(i) and (2) of the 

Companies (Guernsey) Law, 1990(b), hereby order:- 

Applicationofordinance. 

l.(1) Subject to subsection (3) of this section, 

this Ordinance applies to - 

(a) dormant companies; and 

(b) asset-holding companies. 

(2) For the purposes of this Ordinance - 

(a) a company is "dormant" during any 

period in which (disregarding any 

transaction arising from a founder's 
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subscription for shares in accordance 

with the company's memorandum, and 

disregarding any fees payable under the . 

Companies Laws) no transaction occurs 

which is required by section 17 of the 

1990 Law to be entered in its 

accounting records (and a company 

ceases to be dormant on the occurrence 

of such a transaction); 

(b) a company is an "asset-holding company" 

during any period in which - 
(i) its principal purpose is to own 

specified assets or assets of 

specified descriptions; and 

(ii) it does not engage in trade; and 

(iii) its activities (if any) are all 

directly connected with its 

ownership of those assets; and 

(iv) it receives no significant income 

other than income derived directly 

from its ownership of those 

assets; and 

(v) it incurs no significant 

expenditure other than expenditure 

incidental to its ownership of 

those assets 

(and a company ceases to be an asset- 

holding company when it no longer has 



all of the above attributes). 

(3) This Ordinance does not apply to - 
(a) a company which has more than 10 

members; or 

(b) a company which carries on banking 

business, insurance business or 

controlled investment business. 

Acquisition* retention of unaudited status. 

2.(1) A company to which this Ordinance applies 

may become an unaudited company by the unanimous 

agreement in writing of all of its members. 

(2) A company which has become an unaudited 

company in accordance with subsection (1) of this 

section ceases to be an unaudited company - 
(a) at the conclusion of any annual general 

meeting of the company held thereafter, 

unless a resolution is passed at that 

meeting with the approval of every 

member voting thereon (whether in 

person or by proxy) that the company 

shall continue to be an unaudited 

company ; 

(b) whenever its annual return is delivered 

thereafter to Her Majesty's Greffier, 

unless there is endorsed on that annual 

return a certificate signed by two 

directors of the company or by one 



d i r e c t o r  and t h e  S e c r e t a r y  o f  t h e  

company: 

( i )  t h a t  t h i s  O r d i n a n c e  a p p l i e s  t o  t h e  

company; and  

( i i )  t h a t  it is  a  dormant  company, o r  

a n  a s s e t - h o l d i n g  company, a s  t h e  

c a s e  may b e ;  a n d  

( i i i )  t h a t  a l l  o f  i t s  members a g r e e d  i n  

w r i t i n g  on a  s p e c i f i e d  d a t e  t o  i t s  

b e i n g  a n  u n a u d i t e d  company; and 

( i v )  i f  a n  a n n u a l  g e n e r a l  mee t ing  of 

t h e  company h a s  t a k e n  p l a c e  s i n c e  

t h a t  a g ~ e e m e n t ,  t h a t  a  r e s o l u t i o n  

h a s  b e e n  p a s s e d  a t  e a c h  s u c h  

m e e t i n g  w i t h  t h e  a p p r o v a l  o f  e v e r y  

member v o t i n g  t h e r e o n  (whe ther  i n  

p e r s o n  o r  by p r o x y )  t h a t  t h e  

company s h a l l  c o n t i n u e  t o  b e  a n  

u n a u d i t e d  company; 

( c )  when it c e a s e s  t o  b e  a  company t o  which 

t h i s  O r d i n a n c e  a p p l i e s .  

E f f e c t  of u n a u d i t e d  s t a t u s .  

3 .  I n  t h e  c a s e  o f  a n  u n a u d i t e d  company - 
( a )  A r t i c l e  L I I I  o f  t h e  1908 Law and  

I s e c t i o n  20 o f  t h e  1990  Law do n o t  

a p p l y ;  b u t  



( b )  t h e  d i r e c t o r s '  r e p o r t  r e f e r r e d  t o  i n  

A r t i c l e  XL o f  t h e  1908 Law must s t a t e  

t h a t  t h e  company's  b a l a n c e  s h e e t  and 

p r o f i t  and l o s s  a c c o u n t  - 
( i )  have  been  p r e p a r e d  p r o p e r l y ,  i n  

a c c o r d a n c e  w i t h  g e n e r a l l y  a c c e p t e d  

a c c o u n t i n g  p r i n c i p l e s ,  and i n  

a c c o r d a n c e  w i t h  any r e l e v a n t  

enac tment  f o r  t h e  t i m e  b e i n g  i n  

f o r c e ;  and 

( i i )  a r e  i n  agreement  w i t h  t h e  

a c c o u n t i n g  r e c o r d s ,  which have  

been p r o p e r l y  k e p t  i n  a c c o r d a n c e  

w i t h  s e c t i o n  1 7  of  t h e  1990 Law; 

b u t  

( i i i )  have  n o t  been a u d i t e d .  

O f f e n c e s .  

4 . ( 1 )  I f  s e c t i o n  3 ( b )  of t h i s  Ord inance  i s  n o t  

compl ied  w i t h  i n  t h e  c a s e  of  a n  u n a u d i t e d  company, e v e r y  

o f f i c e r  of  t h a t  company who is  i n  d e f a u l t  is  g u i l t y  of  

a n  o f f e n c e  and  l i a b l e ,  on c o n v i c t i o n ,  t o  a  f i n e  n o t  

e x c e e d i n g  l e v e l  5 on t h e  u n i f o r m  s c a l e .  

(2)  I f  any  c e r t i f i c a t e  such  a s  is r e f e r r e d  t o  i n  

s e c t i o n  2 ( 2 ) ( b )  o f  t h i s  O r d i n a n c e  o r  any  r e p o r t  

c o n t a i n i n g  s u c h  a  s t a t e m e n t  a s  is r e f e r r e d  t o  i n  s e c t i o n  

3 ( b )  of  t h i s  O r d i n a n c e  is f a l s e  i n  a  m a t e r i a l  

p a r t i c u l a r ,  any d i r e c t o r  o r  S e c r e t a r y  who s i g n e d  it when 

h e ' k n e w ,  o r  c o u l d  w i t h  r e a s o n a b l e  d i l i g e n c e  have  



discovered, its falsity is guilty of an offence and 

liable, on conviction, to a fine not exceeding 10 times 

level 5 on the uniform scale. 

Savings. 

5.(1) The fact that a company is an unaudited 

company does not preclude a member or creditor from 

applying to the Court for the appointment of an auditor 

under Article LIV of the 1908 Law. 

(2) This Ordinance does not prejudice any rights 

of a member of a company under section 11 or section 12 

of the 1990 Law or under the company's articles, and is 

subject to those articles. 

Interpretation and construction. 

6. (1) For the purposes of this Ordinance, unless 

the context otherwise requires, - 
(a) "assets" means any property, whether 

real or personal, immovable or 

movable, corporeal or incorporeal, 

and includes money, securities, 

things in action, intellectual 

property and other intangible 

assets; 

"banking business" means the business 

of accepting money for the purpose 

of investment on deposit; 

"controlled investment business" has 

the meaning given in the Protection 



o f  I n v e s t o r s  ( B a i l i w i c k  o f  Guernsey)  

Law, 1 9 8 7 ( c )  ; 

" i n s u r a n c e  b u s i n e s s "  h a s  t h e  same 

meaning a s  i n  t h e  I n s u r a n c e  B u s i n e s s  

(Guernsey)  Law, 1 9 8 6 ( d ) ;  

" t h e  1908 Law" means t h e  Law e n t i t l e d  

"Loi r e l a t i v e  aux S o c i 6 t k s  Anonymes 

ou B R e s p o n s a b i l i t k  L imi t6e"  

r e g i s t e r e d  on 2 1 s t  March 1 9 0 8 ( e ) ;  

" t h e  1990 Law" means t h e  Companies 

(Guernsey)  Law, 1 9 9 0 ;  

" s p e c i f i e d "  means s t a t e d  i n  a  company's  

memorandum; 

(b )  a  word o r  e x p r e s s i o n  which h a s  a  

meaning a s s i g n e d  by t h e  1990 Law h a s  

t h e  same meaning;  

( c )  where a  word o r  e x p r e s s i o n  h a s  a  

meaning g i v e n  t o  i t  i n  o r  by v i r t u e  o f  

t h i s  s e c t i o n ,  r e l a t e d  e x p r e s s i o n s  and 

p a r t s  of  s p e e c h  have  c o r r e s p o n d i n g  

meanings ; 

( d )  a  r e f e r e n c e  t o  a n  enac tment  is  t o  t h a t  

e n a c t m e n t  a s  amended, r e p l a c e d ,  

e x t e n d e d  o r  a p p l i e d  by o r  under  any 

o t h e r  e n a c t m e n t .  

( c )  Order  i n  C o u n c i l  No. XX o f  1987.  
( d )  Order  i n  C o u n c i l  No. X I 1 1  o f  1986.  
( e )  O r d r e s  en C o u n s e i l  Vol .  IV, p.178. 



(2) This Ordinance is to be construed as one 

with the Companies Laws. 

Consequential amendments. 

7.(1) In Article XL of the 1908 Law, insert at the 

end: "Et dans le cas d'une Societe dite "unaudited 

company" conform6ment l'ordonnance intitul6e "the 

Companies (Exemption from Audit) Ordinance, 1991" le dit 

rapport devra aussi comprendre l'attestation requise par 

section 3(b) de cette Ordonnance.". 

(2) In Article LIII of the 1908 Law, immediately 

after "Toute Societe" insert "(sauf une Soci6t6 dite 

"unaudited company" conform6ment l'ordonnance 

intitulee "the Companies (Exemption from Audit) 

Ordinance, 1991")". 

(3) In section 20(1) of the 1990 Law, for "A 

company's auditors" substitute "Subject to section 3(a) 

of the Companies (Exemption from Audit) Ordinance, 1991, 

a company's auditors". 

Citation. 

8. This Ordinance may be cited as the Companies 

(Exemption from Audit) Ordinance, 1991. 

Commencement. 

9.. . This Ordinance shall come into force on 1st 

May 1991. 
K. H. TOUGH, 

Her Majesty's Greffier 

Copies may be purchased from 
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