DIRECTORS ON NOTICE: | DIDN'T KNOW IS NOT A DEFENCE

3.1.

3.2.

DON'T GET SUED — DO SOMETHING

In the dynamic world of business leadership, directors are entrusted with
immense power and, at the same time, shoulder substantial responsibility.
The balance between guiding a company'’s direction and protecting its
interests is delicate, and in recent years, the risks associated with director
liability have steadily increased. With regulatory watchdogs and
enforcement agencies sharpening their focus, failure to comply with legal
obligations can quickly turn into a personal nightmare sometimes even

crossing into criminal territory and you do not want that.

WHY DIRECTORS MUST TAKE ACTION NOW TO AVOID THEIR BOARD MEETING
BECOMING A LEGAL CRISIS

Serving as a company director is not just a fitle; it's a commitment to
ethical stewardship and legal compliance. Directors make crucial
decisions every day, from financial reporting to confidential strategy
discussions. Yet, many leaders underestimate the legal consequences of
their actions or inactions. The reality is clear: non-compliance isn’t simply
“bad for business.” In several cases, it's considered a crime, and those

found responsible may face serious charges.

COMMON PITFALLS THAT LEAD TO CRIMINAL LIABILITY

Let’'s explore some of the most frequent yet often overlooked actions that

can expose directors to criminal prosecution:

Unauthorized Disclosure of Confidential Information: Directors are privy
to sensitive company data. Disclosing such information without proper
consent isn't just a breach of trust it's potentially a criminal act. The law
protects intellectual property and strategic plans for good reason: a single

leak can jeopardize market advantage and investor confidence.

Falsifying Financial Records: Accuracy in financial reporting is non-
negotiable. Misrepresenting earnings, hiding debts, or “massaging” numbers

for a better picture exposes directors to charges of fraud. Regulatory bodies
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3.3.

3.4.

scrutinize company reports with increasing rigor, and discrepancies can

trigger audits, investigations, and criminal proceedings.

Submitting False Information to the CIPC: The Companies and Intellectual
Property Commission (CIPC) serves as the gatekeeper for corporate
compliance in South Africa. Giving false statements or incomplete filings
isn’t just an administrative error it’s a violation that can result in prosecution.

Directors must ensure all submissions reflect the true state of the business.

Ignoring Official Compliance Notices: Regulators issue formal notices for a
reason. Whether it’s a request for additional information, a warning about
a breach, or an order to rectify non-compliance, disregarding these
communications can escalate matters. Ignoring a compliance notice may

be interpreted as willful misconduct, opening the door to criminal charges.

D. PROACTIVE STRATEGIES: SAFEGUARD YOUR POSITION

4.  With the stakes so high, directors must adopt a proactive approach to

legal compliance. Here's how you can protect yourself and your

organization:

4.1.

4.2.

4.3.

4.4.

Stay Informed: Laws and regulations evolve. Regularly consult with
commercial attorneys who specialize in corporate governance. Attend
workshops and training sessions to keep up-to-date with legislative changes

and best practices.

Establish Clear Policies: Develop internal protocols for handling confidential
information and financial disclosures. Designate compliance officers or

teams to oversee regulatory matters and conduct periodic audits.

Foster a Culture of Integrity: Encourage transparency at every level of the
organization. Make it clear that ethical conduct is non-negotiable, and

reward employees who uphold company values.

Respond Promptly to Notices: Treat every official notice as urgent. Seek
legal counsel immediately and take corrective action document your

responses and maintain records of communications with regulators.
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E.
5.
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YOUR LEGAL SHIELD: PARTNERING WITH EXPERTS

The responsibilities of directorship extend beyond intuition and call for
specialised legal expertise. At PJD Law Firm, our commercial attorneys are
dedicated to compliance, providing directors with customised legal
advice and confinuous support. We assist in navigating complex
regulatory environments and reducing exposure to risk. As your trusted

legal partner, we serve as a vital safeguard against potential liabilities.

CONCLUSION: L EADERSHIP WITH INTEGRITY

The power of a director comes with profound responsibility. In today’s
climate of heightened scrutiny, acting in accordance with the law is your
best defense against criminal liability. Safeguard your position, protect
your company's reputation, and lead with integrity because in business,

compliance is not just a requirement, it's a competitive advantage.

Ready to secure your directorial position? Contact The PJD Law Firm for
expert advice in commercial law and compliance. Protect your futureact

today.

By: RM Ramatswi and PJ Dennison

o HE The PJD Law Firm
Commercial Attorneys

PJ Tel/WhatsApp 082 847 8498

—LAW FIRM— Email:

O P s o Slsiont Profile

SANDTON 90 Darwin Road, Wendywood, Sandton, Johannesburg
EDENVALE / Potgieter Road, Eastleigh, Edenvale
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T: +27 81024 1356
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Ntombi Nzima

LLB

Candidate Attorney

T: +27 616217328

E: CAl@PJDlaw.co.za

P Meet Our Team | The
PJD Law Firm

BBBEE: The PJD Law Firm is a LEVEL 1 CONTRIBUTOR.

Notice: This is general information only. [t is not legal advice. You should
always seek professional legal advice regarding any particular
situation. Neither the PJD Law Firm nor its directors accept any
responsibility for any actions taken or not taken on the basis of this
publication.
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