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1 Introduction 
 

Summary and Commencement 

1.1 Mutual societies are under a number of statutory obligations to communicate with their 

members or the public in the conduct of their business. The cost to societies of sending paper 

copies of documents can be considerable, particularly for the larger societies. The ability to elect 

to use electronic communications to discharge some of these statutory obligations would allow 

some mutual societies to significantly reduce their administrative costs. 

1.2 The Electronic Communications Act 2000 gives the Government the power to amend 

primary and secondary legislation to facilitate the use of electronic communications where 

legislation presently contemplates the use of traditional forms of communications (or at least it 

is ambiguous whether electronic communications are permitted). The power is exercised by the 

Government making an order under that Act which would normally follow the negative 

Parliamentary procedure. 

1.3  In December 2010 the Government published a consultation on a draft Order which 

exercises powers in sections 8 and 9 of the Electronic Communications Act 2000. The proposals 

were designed to make amendments to provisions of the following pieces of legislation to 

enable societies to elect to use electronic communications to communicate with their members 

if certain conditions were met: 

 the Friendly Societies Acts of 1974 and 1992 

 the Friendly and Industrial and Provident Societies Act 1968 

 the Building Societies Act 1986 

 the Industrial and Provident Societies Act 1965 

 the Credit Unions Act 1979 

 

1.4 The proposed amendments affect the following types of entity: 

 registered and incorporated friendly societies (but not other societies registered 

under the 1974 Act) 

 building societies 

 industrial and provident societies in Great Britain 

 credit unions in Great Britain 

 

1.5 For friendly societies incorporated under the 1992 Act, the Government also consulted on 

new draft Friendly Societies (Proxy Voting) Regulations. 

1.6 The FSA is currently the registrar (and regulator, in the case of financial mutual societies) for 

building societies, friendly societies, Industrial and Provident Societies (IPSs) and credit unions. 
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1.7 The responses to the consultation were positive and mostly in favour of the proposals 

suggested. The broad range of respondents gave a reliable evidence base on which to test the 

various measures suggested in the document and the Government is grateful for the timely 

responses received in this shortened consultation period. A full list of respondents can be found 

in Chapter 5. 

1.8 Given the potential cost savings for the mutual sector in line with the Government’s 

commitment to reduce burdens on business, the legislation has been made and laid in 

Parliament. The Order and Regulations both come into force on 12 April 2011. 
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2 Building societies 
 

 

Q1 Are you content with the amendments made to paragraph 24 of Schedule 2 to the Building 

Societies Act 1986? 

Respondents were largely content. There was some query over the need for amendments 1c and 

1d to the Schedule. This was due to the preferred method of sending and receiving proxy voting 

forms, which is set out in the response to Q2 and Q3. 

 

Q2 Do you want to be able to appoint proxies using an online facility? If so, how do societies 

propose to authenticate the appointment if there is to be no signature by the appointer? 

Building societies advised that a number of societies already appoint proxies using a secure 

online form, and it is achieved by providing two separate codes that must be used to access a 

secure online form. This was championed as the best way of achieving the efficiencies whilst 

maintaining the responsible level of security. 

 

Q3 Do you consider that the draft deemed consent provision is appropriate so that societies 

must accept some communications about proxies by email? 

Following on from the response to Q2, there was concern over the suggested method of 

emailing a form to be filled out by the member. The major concern was one of security and 

identification; insofar that it would be harder to validate and securely identify the member by 

their emailed form alone. If a form or link to an online form is sent via email, it is challenging to 

provide unique identity codes. Forcing societies to accept forms in this way could raise problems, 

whereas the method currently in use of having an online form with two identity 

codes/signatures ensures the identity of the member is known. As a result, the need for 

amendments 1c and 1d to the Schedule was questioned. 

 

Government Response 

2.1 The Government notes the concerns raised by the respondents with regard to Schedule 2 of 

paragraph 24 in the Building Societies Act 1986. Amendments have been made to subsection 1 

(D) to accommodate these concerns.  

2.2 It is important to stress the rationale for this amendment is to provide for the option to carry 

out electronic communications in this regard. The Government also notes how the ability for 

organisations to manipulate technology has moved quite rapidly in recent years. The 

amendments to the Act should suitably provide for this innovation. 
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3 Friendly societies 
 

 

Q4 Notices of meetings. Should societies be required to change their rules to allow a notice of 

meeting to be given electronically, or do the proposed amendments achieve what is wanted, 

notwithstanding that this is a departure from the previous position that the rules of the society 

or branch prescribe the manner of transmitting notice of meetings to members? 

Most respondents believed the majority of rulebooks allowed the notice of a meeting to be 

given electronically, and therefore did not raise any issue with the suggested amendments to 

cover this. 

 

Q5 Use of name on websites. Are you content that societies will be put in a similar position to 

trading companies with regard to the use of the registered name of their websites, or the 

websites of third parties which they cause to be placed, and that breach of these provisions may 

be a criminal offence? 

The majority of the respondents were in support of the measure. One response queried whether 

the measure may be excessive and confuse consumers/clients. 

 

Q6 Registers of members; 

 Are you content with the new requirement to keep members’ electronic addresses 

on the register, and that breach of this requirement is potentially a criminal offence. 

 Is there adequate provision for the situation where it appears to a society that an 

electronic address that it holds for a member is no longer current? 

In general this was accepted, but a large number suggested this should be covered within a 

society’s rulebook and the ability to amend addresses as and when a society deemed it necessary 

should be retained. A large number suggested these rules should be in line with what is 

currently the case for most Friendly Societies. One response recommended that a 3 year 

transition period should be in place to allow societies to gear up for the change. One response 

also suggested it should not be the responsibility of the society to chase members for their 

current addresses (as these can change regularly), and as such the responsibility should lie with 

the member to update the society. In this instance, the society should then be responsible for 

ensuring the address is up to date. 

 

Q7 Postal, electronic and combined ballots. Are you content with these new provisions? 

Respondents were content. 
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Q8 Proxy forms; 

 Are you content with the removal of the standard form in the Schedule? 

 Are any other changes desirable to the draft Friendly Societies (Proxy Voting) 

Regulations? 

 Do you consider that any transitional arrangements are necessary? 

Respondents were content and suggested no substantive amendments. 

 

Q9 1974 Act Registered Societies. Are any further changes required to provisions in the 1974 

Act? 

No specific changes were suggested in responses. 

 

Government Response 

3.1 The Government notes the responses highlighting that a large number of the suggested 

amendments are covered in existing rulebooks, and reiterates the rationale of the instruments is 

to ensure that electronic communication is performed effectively when it is optionally carried out 

by a society.  

3.2 The Government agrees with the majority of responses in support of putting mutuals on the 

same footing as trading companies with regard to the use of names on websites. 

3.3 The Government does not believe a 3 year transition period is required for the requirement 

to put members’ electronic addresses on the register as the use of email communications is 

optional and societies can decide to postpone sending information to members’ email addresses 

if they wish. 
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4 Industrial & provident 
societies and credit unions 

 

 

Q10 Annual returns. Do you agree that, in the case of website access, the return should be 

published on a website until that return ceases to be the latest for that society? 

The majority of respondents were eager to point out that this should be an option for societies 

who do not have adequate websites (or websites at all) – in these instances the paper option 

should be available. One response suggested that small local societies could post a paper copy in 

a local community centre instead. One response also suggested that balance sheets should be 

displayed on websites for increased transparency. 

A number of responses felt that some information on Directors, e.g. date of birth and addresses 

should be kept private; one response suggested having the Annual Returns on a password 

protected section of websites for members only. 

 

Q11 Registers of members: 

 Are you content with the new requirement to keep electronic addresses on the 

register, and that breach of this requirement is potentially a criminal offence? 

 Is there adequate provision for the situation where it appears to a society that an 

electronic address that it holds for a member is no longer current? 

 

In line with the response to Q6, this was widely accepted, but a large number suggested the 

ability to amend addresses as and when a society deemed it necessary should be retained. A 

large number suggested these rules should be in line with what is currently the case for Friendly 

Societies. Equally, it should not be the responsibility of the society to chase members for their 

current addresses (as these can change regularly), and as such the responsibility should lie with 

the member to update the society. In this instance, the society should then be responsible for 

ensuring the address is up to date on their systems. 

One response suggested that if an email is ‘bounced’ back (undeliverable) it should be essential 

that societies contact that member by other means. 
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Q12 Use of names. Are you content that societies will be put in a similar position to trading 

companies with regard to the use of the registered name of their websites, or the websites of 

third parties which they cause to be placed, and that breach of these provisions may be a 

criminal offence? 

The majority of the respondents were in support of the measure. One response pointed out that 

this should only apply to the websites for which organisations have editorial control. 

  

Q13 Communications with the FSA. 

 Are the amendments to section 72, and the new 72A, appropriate? 

 Are any specific provisions of the 1965, 1968 and 1979 Acts, or other legislation, 

inconsistent with the electronic submission of documents to the FSA and need 

amendment? 

Respondents were content and raised no issue with the above. 

 

Government Response 

4.1 Again, the Government emphasises that the rationale for the legislation is to provide the 

option to use electronic communication. Those without the ability or wish to do so, have no 

need to alter their communications as a direct result of this legislation. 

4.2 The Government understands that some organisations would prefer to keep some 

information private on a members-only site, which in some cases is already the case. This will 

remain permissible as long as it otherwise complies with the new provisions and members are 

told how to access the site.  

4.3 The Government agrees with the majority of responses in support of putting mutuals on the 

same footing as trading companies with regard to the use of societies’ names on websites. The 

Government notes that this obligation will only apply in relation to third party websites which 

the society itself actually places or which the society itself authorises to be placed. So a society 

will not be liable where a name is incorrectly given on a third party’s website which had not 

been authorised or placed by the society itself.  
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5 List of respondents 
 

The Government is grateful for the responses submitted by the following: 

 

 ABCUL 

 Anglia Regional Co-operative Society 

 Association of Financial Mutuals 

 Building Societies Association 

 Channel Islands Co-operative Society 

 Co-operatives UK 

 Country Markets Limited 

 Energy4All Limited & Associated Co-ops 

 Grosmont Co-op Society Limited 

 Hanover Scotland 

 Liverpool Victoria Friendly Society Limited 

 Midlands Co-operative Society 

 Scottish Midland Co-operative Society Limited 

 SOAS Limited 

 Southern Co-operative 

 UK Credit Unions Limited 

 University of Leicester 

 Wrigleys Solicitors 

 Yorkshire Building Society 
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6 Impact Assessment 
 

 



 

 

14  



 

 

 

 
15 



 

 

16  



 

 

 

 
17 



 

 

18  



 

 

 

 
19 



 

 

20  

 

 

 

 



 

 

 

 
21 

7 Statutory Instruments 
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