
Status: Point in time view as at 01/12/1997.
Changes to legislation: Building Societies Act 1986, Cross Heading: Powers in relation to authorisation is up to date with all

changes known to be in force on or before 27 May 2023. There are changes that may be brought into force at a future date.
Changes that have been made appear in the content and are referenced with annotations. (See end of Document for details)

Building Societies Act 1986
1986 CHAPTER 53

PART VI

POWERS OF CONTROL OF THE COMMISSION

Powers in relation to authorisation

41 Power to direct application to renew authorisation.

(1) If, with respect to a building society for which an authorisation is in force, the
Commission has reason to believe that the society’s business is or may be being
conducted in a way that may not adequately protect the investments of shareholders
and depositors then, subject to subsections (2) and (3) below, it may by notice direct
the society to make an application under this section to renew its authorisation.

(2) The power conferred on the Commission by this section is not exercisable more
than once during any period of five years during the whole of which the society has
held a current authorisation except where, during that period, the society has, under
section 94, undertaken to fulfill the engagements of another society.

(3) A notice under subsection (1) above shall require the society to make the application
for renewal within such period as is specified in the notice, being a period not shorter
than three nor longer than six months beginning with the date of the notice, but the
Commission may, on representations being made to it, extend or further extend the
period within which the application is to be made.

(4) A notice under subsection (1) shall indicate the grounds on which the Commission
has decided to give a direction under this section.

(5) Authorisation, if renewed under this section, shall be granted unconditionally or
subject to conditions as provided by subsection (6) or (7) below.

[F1(5A) The Commission shall not grant renewed authorisation to a society if it appears to the
Commission that—

(a) the society is closely linked with any person; and
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(b) the society’s close links with that person, or any matters relating to any
non-EEA laws or administrative provisions to which that person is subject,
are such as would prevent the effective exercise by the Commission of its
supervisory functions in relation to the society.]

(6) Subject to subsection [F2(5A) above and subsection](11) below, the Commission, on
an application duly made for renewal of authorisation under this section, shall grant
unconditional authorisation to the society if it is satisfied that—

(a) the society has qualifying capital of an amount which is not less than the
prescribed minimum;

[F3(b) the society has adequate reserves and other capital resources;]
(c) the chairman of the board of directors and any executive directors, the chief

executive, the secretary and the managers (if any) are each fit and proper
persons to hold their respective offices in the society;

(d) the board of directors, with the chief executive and secretary, have the capacity
and intention to direct the affairs of the society in accordance with the
criteria of prudent management and have secured that those criteria are being
satisfied; F4. . .
[F5(dd) each of the persons who, either alone or with any associate or

associates, has a qualifying holding in the society is a fit and proper
person to have such a holding; and]

(e) the investments of shareholders and depositors will be adequately protected
without the imposition of conditions.

(7) If the Commission, on an application so made, is not satisfied of the matters specified
in subsection (6) above in relation to the society, it shall, subject to subsection [F2(5A)
above and subsection](10) below—
[F6(a) if those matters include the matter specified in paragraph (a) of that subsection,

refuse to grant authorisation; or
(b) in any other case—

(i) if it is satisfied that the imposition of conditions would secure the
protection of the investments of shareholders and depositors, grant
authorisation subject to such conditions to be complied with by the
society (whether or not they correspond to any conditions in force
as respects the current authorisation) as the Commission thinks fit to
impose to secure that purpose; or

(ii) if not so satisfied, refuse to grant the authorisation;]

and if it refuses to grant authorisation under this section the authorisation current under
section 9 shall expire on the date specified by the Commission in the notice of its
refusal except where section 46(4) applies.

(8) If the Commission refuses to grant authorisation to a building society under this
section it shall inform the central office of the fact and the date on which the current
authorisation of the society expires; and the central office shall record that date in the
public file of the society.

(9) Subsections (6) and (7) of section 9 apply as respects the imposition of conditions on
the renewal of authorisation under this section as they apply as respects the imposition
of conditions under that section.

(10) The provisions of Schedule 3 to this Act regulating—
(a) the making and determination of applications for authorisation,
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(b) the furnishing of information or additional information in connection with
such applications, and

(c) the imposition of conditions of authorisation,

apply in relation to authorisation under this section.

(11) The making of an application under this section at the direction of the Commission
shall not preclude the Commission, at any time while the application is pending,
from imposing conditions on the society’s authorisation under section 42 or revoking
the society’s authorisation under section 43; but if it revokes the authorisation the
proceedings under this section shall abate.

(12) An authorisation granted under this section shall be treated for the purposes of this
Act as an authorisation granted under section 9 and in particular subsection (9) of that
section shall apply as if any conditions had been imposed under subsection (5) of that
section.

[F7(13) Any expression used in this section to which a meaning is given by subsection (13)
of section 9 has that meaning in this section; and for the purposes of this section
subsection (13A) of that section shall apply as if the reference to subsection (4)(b) of
that section were a reference to subsection (6)(c) of this section.]

F8(14) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
F8(15) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
F8(16) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

[F9(17) In this section “adequate” means adequate having regard to the range and scale of the
society’s business; and in this subsection—

(a) “business” includes business the society proposes to carry on; and
(b) the reference to the society’s business includes, where it has connected

undertakings, a reference to the business of those undertakings.]

Textual Amendments
F1 S. 41(5A) inserted (18.7.1996) by S.I. 1996/1669, reg. 6(2)
F2 Words in s. 41(6)(7) inserted (18.7.1996) by S.I. 1996/1669, reg. 6(2)
F3 S. 41(6)(b) substituted (1.12.1997 in specified cases and for specified purposes and otherwise in

accordance with art. 2(2)(3)(5) of S.I. 1997/2668) by 1997 c. 32, ss. 43, 47(3), Sch. 7 para. 12(2); S.I.
1997/2668, art. 2, Sch. Pt. II(w)(z)(iv)

F4 S. 41(6): word following paragraph (d) omitted (1.1.1993) by virtue of S.I. 1992/3218, reg. 69
F5 S. 41(6)(dd) inserted (1 1.1993) by S.I. 1992/3218, reg. 69
F6 S. 41(7)(a)(b) substituted (9.6.1997) by 1997 c. 32, s. 43, Sch. 7 para. 12(3); S.I. 1997/1427, art. 2(k)

(n)(ii)
F7 S. 41(13) substituted (1.12.1997 in specified cases and for specified purposes and otherwise in

accordance with art. 2(2)(3)(5) of S.I. 1997/2668) by 1997 c. 32, ss. 43, 47(3), Sch. 7 para. 12(4); S.I.
1997/2668, art. 2, Sch. Pt. II(w)(z)(iv)

F8 S. 41(14)-(16) ceased to have effect (9.6.1997) by virtue of 1997 c. 32, s. 43, Sch. 7 para. 12(1); S.I.
1997/1427, art. 2(k)(n)(ii); and repealed (1.12.1997) by 1997 c. 32, s. 46(2), Sch. 9; S.I. 1997/2668,
art. 2, Sch. Pt. I(o)(iii)

F9 s. 41(17) substituted (1.12.1997 in specified cases and for specified purposes and otherwise in
accordance with art. 2(2)(3)(5) of S.I. 1997/2668) by 1997 c. 32, ss. 43, 47(3), Sch. 7 para. 12(5); S.I.
1997/2668, art. 2, Sch. Pt. II(w)(z)(iv)
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Modifications etc. (not altering text)
C1 S. 41 continued for 5 years from 25.7.1991 by S.I. 1991/1518, art. 2 (revoked (25.7.1996) by S.I.

1996/1844, art. 3).
S. 41 continued for 5 years from 25.7.1996 by S.I. 1996/1844, art. 2
S. 41 made permanent (9.6.1997) by 1997 c. 32, s. 43, Sch. 7 para. 12(1); S.I. 1997/1427, art. 2(k)(n)
(ii)

C2 S. 41(6)(a) modified (1.1.1993) by S.I. 1992/3218, reg. 83, Sch. 11 Pt. IV para. 18(2)(a)

42 Imposition of conditions on current authorisation.

(1) If, with respect to a building society for which an authorisation is in force, the
Commission considers it expedient to do so in order to protect the investments of
shareholders or depositors it may, subject to subsection (7) below, impose conditions
to be complied with by the society.

(2) Section 45 has effect for the purpose of any determination whether or not it is expedient
to exercise the powers conferred by this section.

(3) Failure by a society to comply with conditions imposed under this section shall render
it liable, if other conditions are not imposed on it under this section, to have its
authorisation revoked under section 43(1).

(4) The conditions that may be imposed by the Commission under this section may—
(a) relate to any activities of the society, whether or not those for which

authorisation is required; and
(b) require the society to take certain steps or to refrain from adopting or pursuing

a particular course of action or to restrict the scope of its business in a
particular way.

(5) Without prejudice to the generality of subsection (4) above, conditions imposed under
this section may—

(a) impose limitations on the issue of shares, the acceptance of deposits or the
making of advances or other loans;

(b) require the society to take steps with regard to the conduct of the business of
any [F10connected undertaking]; F11. . .

(c) require the removal of any director or other officer.

[F12and
(d) require any person who, either alone or with any associate or associates, has a

qualifying holding in the society so to reduce that holding that it ceases to be such
a holding.]

(6) The Commission may impose conditions under this section where it proceeded under
section 41 or where it proceeded under section 43 with a view to revoking the society’s
authorisation.

(7) [F13Subject to section 42A]the Commission shall not impose conditions under this
section except in accordance with the provisions of Part III or, where applicable, Part
IV of Schedule 3 to this Act; and the other provisions of that Part shall have effect in
relation to the imposition of conditions under this section.

(8) Conditions imposed under this section—
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(a) may be varied from time to time (and notwithstanding any pending appeal)
by agreement between the Commission and the society; and

(b) may be revoked at any time by the Commission if it is satisfied that the
investments of shareholders and depositors will be adequately protected
without the conditions.

(9) Any expression used in this section to which a meaning is given by section 9(13) has
that meaning in this section.

Textual Amendments
F10 Words in s. 42(2)(b) substituted (1.12.1997 in specified cases and for specified purposes and otherwise

in accordance with art. 2(2)(3)(5) of S.I. 1997/2668) by 1997 c. 32, ss. 43, 47(3), Sch. 7 para. 13(1);
S.I. 1997/2668, art. 2, Sch. Pt. II(w)(z)(v)

F11 S. 42(5): word immediately before paragraph (c) omitted (1. 1. 1993) by virtue of S.I. 1992/3218, reg.
70

F12 S. 42(5)(d) and word preceding it inserted (1. 1. 1993) by S.I. 1992/3218, reg. 70
F13 Words in s. 42(7) inserted (9.6.1997) by 1997 c. 32, s. 43, Sch. 7 para. 13(2); S.I. 1997/1427, art. 2(b)

Modifications etc. (not altering text)
C3 S. 42(1) applied (with modifications) (1.7.1995) by S.I. 1995/1442, reg. 51(1) (with transitional and

transitory provisions in regs. 53(2), 54(2))

[F1442A Imposition or variation of conditions in urgent cases.

(1) No notice need be given under Part III or Part IV of Schedule 3 to this Act in respect
of the imposition of conditions under section 42 in any case in which the Commission
considers that the conditions should be imposed as a matter of urgency.

(2) Conditions imposed under section 42 may be varied by the Commission without the
agreement of the building society concerned in any case in which the Commission
considers that the conditions should be varied as a matter of urgency.

(3) In any such case the Commission may by written notice to the building society
concerned impose or vary the conditions.

(4) Any such notice shall state the reasons for which the Commission has acted and
particulars of the rights conferred by subsection (6) below and by section 46.

(5) If conditions as imposed or varied by a notice under subsection (3) above include a
requirement for the removal from office of any person who is an officer of the society,
the Commission shall give that person—

(a) a copy of that notice; and
(b) a statement of his rights under subsection (6) below;

but the Commission may omit from a copy notice given to a person by virtue of this
subsection any matter which does not relate to him.

(6) A building society to which a notice is given under subsection (3) above of the
imposition or variation of conditions, and a person who is given a copy of it by virtue
of subsection (5) above, may within the period of 14 days beginning with the day on
which the notice was given make representations to the Commission.
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(7) After giving a notice under subsection (3) above imposing or varying conditions and
taking into account any representations made in accordance with subsection (6) above
the Commission shall decide whether—

(a) to confirm or rescind its original decision; or
(b) to impose different conditions or to vary the conditions in a different manner.

(8) The Commission shall within the period of 28 days beginning with the day on which
the notice was given under subsection (3) above give the building society concerned
written notice of its decision under subsection (7) above and, except where the decision
is to rescind the original decision, the notice shall state the reasons for the decision.

(9) Where the notice under subsection (8) above is of a decision to take the action specified
in subsection (7) (b) above the notice under subsection (8) shall have the effect of
imposing the conditions specified in the notice, or varying the conditions in the manner
so specified, with effect from the date on which the notice is given.]

Textual Amendments
F14 S. 42A inserted (9.6.1997) by 1997 c. 32, s. 16; S.I. 1997/1427, art. 2(b)

[F1542B Power to direct transfers of engagements or business.

(1) If, with respect to a building society for which an authorisation is in force, the
Commission considers it expedient to do so in order to protect the investments of
shareholders or depositors, it may either—

(a) direct the society, within a specified period, to transfer all its engagements to
one or more other building societies under section 94; or

(b) direct the society, within a specified period, to transfer its business to an
existing company under section 97.

(2) Failure by a society to comply with a direction given under subsection (1) shall render
it liable to have its authorisation revoked under section 43(1).

(3) Where the Commission—
(a) gives a building society a direction under subsection (1)(a) above; or
(b) does not give a building society such a direction solely because the society is

already seeking to transfer all its engagements to one or more other building
societies under section 94,

the Commission may, if it considers it expedient to do so in order to protect the
investments of shareholders or depositors, direct that, instead of resolving to transfer
its engagements by the two resolutions required by section 94(2) (with or without the
additional resolution required by section 94(3)), the society may resolve to do so by
a resolution of the board of directors.

(4) Where the Commission—
(a) gives a building society a direction under subsection (1)(b) above; or
(b) does not give a building society such a direction solely because the society

is already seeking to transfer its business to an existing company under
section 97,

the Commission may, if it considers it expedient to do so in order to protect the
investments of shareholders or depositors, direct that, instead of approving the transfer

http://www.legislation.gov.uk/id/ukpga/1986/53/section/42A
http://www.legislation.gov.uk/id/ukpga/1997/32
http://www.legislation.gov.uk/id/ukpga/1997/32/section/16
http://www.legislation.gov.uk/id/uksi/1997/1427
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and the terms of the transfer by the two resolutions required by section 97(4)(c), the
society may approve the transfer and those terms by a resolution of the board of
directors.

(5) A direction under subsection (3) or (4) above—
(a) shall be in writing;
(b) may be given subject to such limitations or conditions as the Commission may

think fit; and
(c) unless renewed by a further direction, shall cease to have effect at the end of

the period of 90 days beginning with the day on which it is given.

(6) Section 45 has effect for the purpose of any determination whether or not it is expedient
to exercise the powers conferred by this section.

(7) In Schedule 8A to this Act—
(a) Part I (which contains provisions modifying sections 94 to 96 and Schedule 16

to this Act) shall apply where a direction is given under subsection (3) above;
and

(b) Part II (which contains provisions modifying sections 97 to 100 and
Schedule 17 to this Act) shall apply where a direction is given under
subsection (4) above.

(8) The Commission, with the consent of the Treasury, may make regulations for the
purpose of specifying, as prescribed matters—

(a) the matters of which statements under paragraph 3 of Schedule 8A to this Act
are to give particulars; and

(b) the matters of which statements under paragraph 9 of that Schedule are to give
particulars.

(9) The power to make regulations under this section is exercisable by statutory instrument
which shall be subject to annulment in pursuance of a resolution of either House of
Parliament.]

Textual Amendments
F15 S. 42B inserted (9.6.1997) by 1997 c. 32, s. 17(1); S.I. 1997/1427, art. 2(c)

[F1642C Notification and confirmation of transfer directions.

(1) A direction under section 42B(1) shall be given by notice in writing and may be varied
by a further direction; and a direction may be revoked by the Commission by a notice
in writing to the building society concerned.

(2) A direction under section 42B(1), except one varying a previous direction with the
agreement of the building society concerned—

(a) shall state the reasons for which it is given and give particulars of the society’s
rights under subsection (3) below and section 46; and

(b) shall cease to have effect at the end of the period of 28 days beginning with
the day on which it is given unless before the end of that period it is confirmed
by a further written notice given by the Commission to the society concerned.

(3) A building society to which a direction is given which requires confirmation under
subsection (2) above may, within the period of 14 days beginning with the day on

http://www.legislation.gov.uk/id/ukpga/1986/53/section/42B
http://www.legislation.gov.uk/id/ukpga/1997/32
http://www.legislation.gov.uk/id/ukpga/1997/32/section/17/1
http://www.legislation.gov.uk/id/uksi/1997/1427
http://www.legislation.gov.uk/id/uksi/1997/1427/article/2/c
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which the direction is given, make written representations to the Commission; and the
Commission shall take any such representations into account in deciding whether to
confirm the direction.]

Textual Amendments
F16 S. 42C inserted (9.6.1997) by 1997 c. 32, s. 18; S.I. 1997/1427, art. 2(c)

43 Revocation of authorisation.

(1) The Commission may, subject to subsection (4) below, revoke a building society’s
authorisation if—

(a) it appears to the Commission that at no time during a financial year of the
society which began and ended during the currency of the authorisation did
the society raise funds or accept deposits of money in pursuance of the
authorisation;

(b) it appears to the Commission that a period of six months has elapsed since the
end of a financial year of the society without the society’s having sent it to the
annual accounts for that year as required by section 81(2);

(c) the Commission is satisfied that, where the society’s authorisation is subject
to conditions, a condition has not been complied with by the society;

[F17(cc) the Commission is satisfied that a direction under section 42B(1) has not been
complied with by the society;

(cd) it appears to the Commission that—
(i) a composition or arrangement with creditors has been made in respect

of the society;
(ii) a receiver or manager of the society’s undertaking has been appointed;

(iii) possession has been taken, by or on behalf of the holders of any
debenture secured by a charge, of any property of the society; or

(iv) an administration order has been made in relation to the society under
section 8 of the M1Insolvency Act 1986; or]

(d) the Commission considers it expedient to do so in order to protect the
investments of shareholders or depositors.

[F18(1A) The Commission may, subject to subsection (4) below, revoke a building society’s
authorisation if—

(a) it appears to the Commission that the society’s principal place of business is
or may be outside the United Kingdom;

(b) it appears to the Commission that the society has carried on in the United
Kingdom or elsewhere a listed activity (other than the acceptance of deposits
or other repayable funds from the public) without having given prior notice
to the Commission of its intention to do so;

F19(bb) it appears to the Commission that the society has failed to comply with any
obligation imposed on it by or under Part IV of this Act;;]

(c) the Commission is informed by The Securities and Investments Board, or
a connected UK authority having regulatory functions in relation to the
provision of financial services, that the society—

(i) has contravened any provision of the Financial Services Act 1986 or
any rules or regulations made under it;

http://www.legislation.gov.uk/id/ukpga/1986/53/section/42C
http://www.legislation.gov.uk/id/ukpga/1997/32
http://www.legislation.gov.uk/id/ukpga/1997/32/section/18
http://www.legislation.gov.uk/id/uksi/1997/1427
http://www.legislation.gov.uk/id/uksi/1997/1427/article/2/c
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(ii) in purported compliance with any such provision, has furnished that
Board or authority with false, misleading or inaccurate information;

(iii) has contravened any prohibition or requirement imposed under that
Act; or

(iv) has failed to comply with any statement of principle issued under that
Act;

(d) the Commission is informed by the Director General of Fair Trading that the
society, or any of the society’s employees, agents or associates (whether past
or present), has done any of the things specified in paragraphs (a) to (d) of
section 25(2) of the Consumer Credit Act 1974;

(e) it appears to the Commission that the society has failed to comply with
any obligation imposed on it by the Banking Coordination (Second Council
Directive) Regulations 1992 [F20or the Credit Institutions (Protection of
Depositors) Regulations 1995]; or

(f) the Commission is informed by a supervisory authority in another member
State that the society has failed to comply with any obligation imposed on it
by or under any rule of law in force in that State for purposes connected with
the implementation of the Second Council Directive [F21or Directive 94/19/
EC on deposit-guarantee schemes].

(2) Section 45 has effect for the purposes of any determination whether or not it is
expedient to exercise the power conferred by subsection (1)(d) above.

(3) The Commission shall revoke a building society’s authorisation if—
(a) the society has requested it to revoke its authorisation;
(b) the society has requestedthe central office to cancel its registration;
(c) the society has failed, when directed to do so under section 41, to make an

application for the renewal of its authorisation within the period allowed under
that section;

[F22(cc) it appears to the Commission that—
(i) the society is closely linked with any person; and

(ii) the society’s close links with that person, or any matters relating to
any non-EEA laws or administrative provisions to which that person
is subject, are such as would prevent the effective exercise by the
Commission of its supervisory functions in relation to the society;]

(d) the society has, under sections 93 or 94 amalgamated with or transferred all
its engagements to another building society; or

(e) the requisite initial step has been taken to wind up or dissolve the society.

(4) The Commission shall not revoke a society’s authorisation under [F23subsection (1)
or (1A)] above except in accordance with the provisions of Part IV of Schedule 3
to this Act; and the other provisions of that Part shall also have effect in relation to
revocation under this section or the imposition of conditions under section 42 instead
of revocation under this section.

(5) Where a society’s authorisation is revoked under [F24subsection (1), (1A) or (3)] above
the provisions of subsections (6), (7) and (8) below shall have effect.

(6) Subject to subsection (7) below, any obligation to make a payment to the society
which, by virtue of section 9(1), the society is prohibited from accepting shall be
wholly rescinded.

http://www.legislation.gov.uk/european/directive/1994/0019
http://www.legislation.gov.uk/european/directive/1994/0019


10 Building Societies Act 1986 (c. 53)
Part VI – Powers of Control of the Commission

Document Generated: 2023-05-27
Status: Point in time view as at 01/12/1997.

Changes to legislation: Building Societies Act 1986, Cross Heading: Powers in relation to authorisation is up to date with all
changes known to be in force on or before 27 May 2023. There are changes that may be brought into force at a future date.
Changes that have been made appear in the content and are referenced with annotations. (See end of Document for details)

[F25(7) If, when a society’s authorisation is revoked, a member is under an obligation to make
payments to the society—

(a) which represent instalments of the amount due in respect of a share in the
society; and

(b) which, by virtue of section 9(1), the society is prohibited from accepting,
the obligation shall (subject to anything in the rules of the society or any agreement
between the society and the member) be suspended in respect of each instalment for
the period during which no authorisation is in force.

(7A) If, in a case falling within subsection (7) above, reauthorisation is granted—
(a) the first suspended instalment shall be payable on the first payment day after

reauthorisation is granted; and
(b) a subsequent instalment shall be payable on each payment day after that until

the amount due in respect of the share is paid in full.]

(8) It shall be the duty of the society to make reasonable arrangements for using the funds
of the society to meet applcations by depositors with or holders of shares in the society
(being applications made in accordance with the rules of the society) for repayment
of the money deposited or subscribed by them.

(9) Where a society’s authorisation is revoked under this section, the Commission shall
inform the central office of the fact and the date on which the revocation takes effect
and the central office shall record that date in the public file of the society.

[F26(9A) The rules and prohibitions referred to in subsection (1A)(c) above include the rules
of any recognised self-regulating organisation of which the society is a member and
any prohibition imposed by virtue of those rules; and in subsection (1A)(d) above
associate’ has the same meaning as in section 25(2) of the Consumer Credit Act 1974.]

(10) In this section “the requisite initial step", with reference to the winding up or
dissolution of a building society, means the following—

(i) in the case of a winding up by the court, the making of the winding-up order;
(ii) in the case of a voluntary winding up, the passing of the resolution for

voluntary winding up;
(iii) in the case of dissolution by consent of the members, the execution of the

instrument of dissolution.

Textual Amendments
F17 S. 43(1)(cc)(cd) substituted for word immediately following s. 43(1)(c) (9.6.1997 for certain purposes

only and 1.12.1997 otherwise) by 1997 c. 32, s. 43, Sch. 7 para. 14(1); S.I. 1997/1427, art. 2(c); S.I.
1997/2668, art. 2, Sch. Pt. I(j)(l)(v)

F18 S. 43(1A) inserted (1. 1. 1993) by S.I. 1992/3218, reg. 71(1)
F19 S. 43(1A)(bb) inserted (1.7.1995) by S.I. 1995/1442, reg. 51(2)(a) (with transitional and transitory

provisions in regs. 53(2), 54(2))
F20 Words in s. 43(1A)(e) inserted (1.7.1995) by S.I. 1995/1442, reg. 51(2)(b) (with transitional and

transitory provisions in regs. 53(2), 54(2))
F21 Words in s. 43(1A)(f) inserted (1.7.1995) by S.I. 1995/1442, reg. 51(2)(c) (with transitional and

transitory provisions in regs. 53(2), 54(2))
F22 S. 43(3)(cc) inserted (18.7.1996) by S.I. 1996/1669, reg. 6(3)
F23 Words in s. 43(4) substituted (1. 1. 1993) by S.I. 1992/3218, reg. 71(2)
F24 Words in s. 43(5) substituted (1. 1. 1993) by S.I. 1992/3218, reg. 71(3)
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F25 S. 43(7)(7A) substituted for s. 43(7) (1.12.1997) by 1997 c. 32, s. 43, Sch. 7 para. 14(2); S.I.
1997/2668, art. 2, Sch. Pt. I(j)(l)(v)

F26 S. 43(9A) inserted (1. 1. 1993) by S.I. 1992/3218, reg. 71(4)

Modifications etc. (not altering text)
C4 S. 43(1A)(f) amended (1.1.1996) by S.I. 1995/3275, reg. 57, Sch. 10 Pt. I para. 5
C5 S. 43(6)(7) applied by S.I. 1986/2168, art. 10(1)(c)(i)(5)(c)(i)

Marginal Citations
M1 1986 c.45.

[F2743A Revocation: supplementary directions.

(1) The Commission may give a building society directions under this section—
(a) when giving it notice that the Commission proposes to revoke its

authorisation;
(b) at any time after such a notice has been given to the society (whether before

or after its authorisation is revoked);
(c) when giving the society a notice of revocation under subsection (3)(e) of

section 43 where the requisite initial step (within the meaning of that section)
is the passing of a resolution for voluntary winding up or the execution of an
instrument of dissolution; or

(d) at any time after the society has requested the Commission to revoke its
authorisation or the central office to cancel its registration.

(2) Directions under this section—
(a) shall be such as appear to the Commission to be desirable in the interests of the

society’s shareholders or depositors, whether for the purpose of safeguarding
its assets or otherwise; and

(b) may relate to any activities of the society, whether or not those for which an
authorisation is required.

(3) Directions under this section may in particular—
(a) impose limitations on the issue of shares, the acceptance of deposits or the

making of loans;
(b) require the society to take certain steps or to refrain from adopting or pursuing

a particular course of action or to restrict the scope of its business in a
particular way;

(c) require the society to take steps with regard to the conduct of the business of
any connected undertaking of the society;

(d) require the removal of any director or other officer.

(4) No direction shall be given by virtue of paragraph (a) or (b) of subsection (1) above,
and any direction given by virtue of either of those paragraphs shall cease to have
effect, if—

(a) the Commission gives the building society notice that it is not proposing to
take any further action pursuant to the notice mentioned in that paragraph; or

(b) the Commission’s decision to revoke the society’s authorisation is reversed
on appeal.
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(5) No direction shall be given by virtue of paragraph (d) of subsection (1) above, and any
direction given by virtue of that paragraph shall cease to have effect, if the society’s
request to the Commission to revoke its authorisation, or to the central office to cancel
its registration, is withdrawn.

(6) No direction shall be given to a building society under this section after it has ceased
to have any liability in respect of shares or deposits for which it had a liability at a
time when it was authorised; and any such direction which is in force with respect
to a building society shall cease to have effect when the society ceases to have any
such liability.

(7) A building society which fails to comply with any requirement or contravenes any
prohibition imposed on it by a direction under this section shall be guilty of an offence
and liable—

(a) on conviction on indictment, to a fine;
(b) on summary conviction, to a fine not exceeding the statutory maximum.

(8) A contravention of a prohibition imposed under this section shall not invalidate any
transaction or other act.]

Textual Amendments
F27 S. 43A inserted (9.6.1997) by 1997 c. 32, s. 19; S.I. 1997/1427, art. 2(d)

[F2843B Notification and confirmation of supplementary directions.

(1) A direction under section 43A shall be given by notice in writing and may be varied
by a further direction; and a direction may be revoked by the Commission by a notice
in writing to the building society concerned.

(2) A direction under that section, except one varying a previous direction with the
agreement of the building society concerned—

(a) shall state the reasons for which it is given and give particulars of the society’s
rights under subsection (4) below and section 46; and

(b) without prejudice to section 43A(4), (5) and (6), shall cease to have effect at
the end of the period of 28 days beginning with the day on which it is given
unless before the end of that period it is confirmed by a further written notice
given by the Commission to the society concerned.

(3) Where a direction requires the removal of a person as director or other officer of
a building society, the Commission shall give that person a copy of the direction
(together with a statement of his rights under subsection (4) below) and, if the direction
is confirmed, a copy of the notice mentioned in subsection (2)(b) above.

(4) A building society to which a direction is given which requires confirmation under
subsection (2) above and a person who is given a copy of it under subsection (3) above
may, within the period of 14 days beginning with the day on which the direction is
given, make written representations to the Commission; and the Commission shall take
any such representations into account in deciding whether to confirm the direction.

(5) The Commission may omit from the copies given to a person under subsection (3)
above any matter which does not relate to him.]

http://www.legislation.gov.uk/id/ukpga/1986/53/section/43A
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Textual Amendments
F28 S. 43B inserted (9.6.1997) by 1997 c. 32, s. 20; S.I. 1997/1427, art. 2(d)

44 Reauthorisation.

(1) Where the authorisation of a building society has expired under section 41(7) or been
revoked under section 43(1), or (3)(c), the Commission may, on an application duly
made for the purpose, grant reauthorisation to the society under this section.

(2) Reauthorisation is authorisation to raise funds or accept deposits of money to the extent
authorisation to do so is required by section 9(1).

(3) Reauthorisation under this section shall, if granted, be granted unconditionally or
subject to conditions as provided by subsection (4) or (5) below.

[F29(3A) The Commission shall not grant reauthorisation to a society if it appears to the
Commission that—

(a) the society is closely linked with any person; and
(b) the society’s close links with that person, or any matters relating to any

non-EEA laws or administrative provisions to which that person is subject,
are such as would prevent the effective exercise by the Commission of its
supervisory functions in relation to the society.]

(4) [F30Subject to subsection (3A) above,]the Commission shall grant unconditional
reauthorisation to the building society if it is satisfied that—

(a) the society has qualifying capital of an amount which is not less than the
prescribed minimum;

[F31(b) the society has adequate reserves and other capital resources;]
(c) the chairman of the board of directors and any executive directors, the chief

executive, the secretary and the managers (if any) are each fit and proper
persons to hold their respective offices in the society;

(d) the board of directors, with the chief executive and secretary, have the capacity
and intention to direct the affairs of t he society in accordance with the criteria
of prudent management and, in so far as those criteria fell to be satisfied before
the date of the application, have secured that they are being satisfied; F32. . .

[F33(dd) each of the persons who, either alone or with any associate or associates, has
a qualifying holding in the society is a fit and proper person to have such a
holding; and]

(e) the investments of shareholders and depositors will be adequately protected
without the imposition of conditions.

(5) [F30Subject to subsection (3A) above,]if the Commission is not satisfied of the matters
specified in subsection (4) above in relation to the society it shall—

(a) if those matters [F34include either of] the matters specified in paragraphs (a)
and (c), refuse to grant authorisation;

(b) in any other case, if itsatisfied that the imposition of conditions would
secure the protection of the investments of shareholders and depositors, grant
reauthorisation subject to such conditions to be compiled with by the society
as the Commission thinks fit to impose to secure that purpose; or

(c) if not so satisfied, refuse to grant reauthorisation.

http://www.legislation.gov.uk/id/ukpga/1986/53/section/43B
http://www.legislation.gov.uk/id/ukpga/1997/32
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(6) Subsections (6) and (7) of section 9 apply as respects the imposition of conditions
on reauthorisation as they apply as respects the imposition of conditions under that
section.

(7) The provisions of Schedule 3 to this Act regulating—
(a) the making and determination of applications for authorisation,
(b) the furnishing of information or additional information in connection with

such applications, and
(c) the imposition of conditions of authorisation,

apply in relation to reauthorisation under this section.

(8) Reauthorisation granted under this section shall be treated for the purposes of this Act
as authorisation granted under section 9 and in particular subsection (9) of that section
shall apply as if any conditions had been imposed under subsection (5) of that section.

(9) On granting reauthorisation under this section, the Commission shall inform the
central office and the central office shall record that fact, and the date on which the
reauthorisation was granted, in the public file of the society.

[F35(9A) Any expression used in this section to which a meaning is given by subsection (13)
of section 9 has that meaning in this section; and for the purposes of this section
subsection (13A) of that section shall apply as if the reference to subsection (4)(b) of
that section were a reference to subsection (4)(c) of this section.]

[F36(10) In this section “adequate” means adequate having regard to the range and scale of the
society’s business; and in this subsection—

(a) “business” includes business the society proposes to carry on; and
(b) the reference to the society’s business includes, where it has connected

undertakings, a reference to the business of those undertakings.]
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[[
F37F3845

The criteria of prudent management.

(1) If it appears to the Commission that there has been or is, on the part of a building
society or its directors, a failure to satisfy any one or more of the following criteria
of prudent management, it shall be entitled to assume for the purposes of its relevant
prudential powers that the failure is such as to prejudice the security of the investments
of shareholders or depositors.

(2) The prudential powers relevant for the purposes of this section are the Commission’s
powers—

(a) under section 42, to impose conditions on a society’s authorisation,
(b) under section 42B, to direct a society to transfer all its engagements or its

business, and
(c) under section 43, to revoke a society’s authorisation,

by reference to the expedience of the imposition, direction or revocation for the
protection of the investments of shareholders or depositors.

(3) For the purposes of this Act, the criteria of prudent management are—
(1) Compliance with the requirements imposed by sections 5(1), 6(1) and 7(1),

and the restrictions on powers imposed by section 9A(1).
(2) Maintenance of—

(a) adequate reserves and other capital resources; and
(b) own funds which amount to not less than the sum which, for the

purposes of section 9, is the prescribed minimum in relation to
qualifying capital.

(3) Maintenance of adequate assets in liquid form.
(4) Maintenance of a system for managing and containing risks to the net worth

of the business, and risks to its net income, whether arising from fluctuations
in interest or exchange rates or from other factors.

(5) Maintenance of the requisite arrangements—
(a) for assessing the adequacy of securities for loans which are to be made

or acquired by the society or subsidiary undertakings of the society,
and are to be substantially secured on land; and

(b) for assessing the willingness and ability of borrowers to repay such
loans.

(6) Maintenance of the requisite accounting records and systems of control of
business and of inspection and report.

(7) Direction and management—
(a) by a sufficient number of persons who are fit and proper to be

directors or, as the case may be, officers, in their respective positions,
(b) conducted by them with prudence and integrity.

(8) Conduct of the business with adequate professional skills.

(4) Nothing in this section implies that it is improper for a determination for any purpose
of the Commission’s relevant prudential powers to take account of other factors than
the criteria in subsection (3) above.

(5) A failure to satisfy any of the first six criteria in subsection (3) above shall be treated,
for the purposes of this section, as a failure on the part of a society’s directors prudently
to conduct the affairs of the society.
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(6) A failure on the part of the society to comply with the conditions to which its
authorisation is subject shall be treated, for the purposes of this section, as a failure on
the part of the society’s directors prudently to conduct the affairs of the society.

(7) The following provisions apply for the interpretation of the list of criteria in
subsection (3) above in their application to a building society, that is to say—

“adequate”, except with reference to liquidity, means adequate having
regard to the range and scale of the society’s business;

“adequate”, with reference to liquidity, means of such proportion and
composition as will at all times enable the society to meet its liabilities as they
arise and “liquid form”, in relation to assets, shall be construed accordingly;

“business” includes business the society proposes to carry on and
references to the business of the society include, where it has connected
undertakings, references to the business of those undertakings;

“requisite”, with reference to the arrangements for assessing the adequacy
of securities, means such as may reasonably be expected to ensure—

(i) that any person who assesses the adequacy of any security for a loan to
be secured on land will have furnished to him a written report on the
value of the land; and

(ii) that any person who assesses the adequacy of any security, or reports on
the value of any land, will be competent to perform that task, and will
not be subject to any conflict of interest or potential conflict of interest;

“requisite”, with reference to the arrangements for assessing the ability of
borrowers to repay loans, means such as may reasonably be expected to ensure
that any person who assesses the ability of any borrower to repay a loan—

(i) will be competent to perform that task; and
(ii) will not be subject to any conflict of interest or potential conflict of

interest;
“requisite”, with reference to accounting records and systems of control,

means such as are required by section 71;
“sufficient”, with reference to the number of directors and officers, means

sufficient having regard to the range and scale of the society’s business.

(8) In determining for the purposes of the seventh criterion in subsection (3) above
whether a person is a fit and proper person to hold any particular position, regard shall
be had, in particular—

(a) to his probity;
(b) to his competence and soundness of judgement for fulfilling the

responsibilities of that position;
(c) to the diligence with which he is fulfilling or likely to fulfil those

responsibilities; and
(d) to whether the interests of shareholders or depositors of the society are, or are

likely to be, in any way threatened by his holding that position.

(9) The Treasury may by order vary subsections (3) to (8) above by adding to or deleting
from them any provision or by varying any provision contained in them; and an order
under this subsection may make—

(a) different provisions for different descriptions of building societies; and
(b) such incidental, supplementary and transitional provision as appears to the

Treasury to be necessary or expedient.
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(10) The power to make an order under subsection (9) above is exercisable by statutory
instrument; but no order shall be made under that subsection unless a draft of the order
has been laid before and approved by a resolution of each House of Parliament.

(11) Nothing in this section shall give rise to any claim against a building society or its
directors, or afford a defence to any claim made by a building society.]]

Textual Amendments
F37 Ss. 43-45A shall cease to have effect (17.8.2001 for specified purposes and otherwiseprosp.) by virtue

of S.I. 2001/2617, arts. 2, 8, 13(1) Sch. 3 Pt. II para. 147 (with art. 13(3), Sch. 5) and repealed (prosp)
by S.I. 2001/2617, arts. 2(b), 13(2), Sch. 4 (with art. 13(2), Sch. 5)

F38 S. 45 substituted (1.12.1997 in specified cases and for specified purposes and otherwise in accordance
with art. 2(2)(3)(5) of S.I. 1997/2668) by 1997 c. 32, ss. 21, 47(3); S.I. 1997/2668, art. 2, Sch. Pt. II(n)

[F3945 The criteria of prudent management. U.K.

(1) If it appears to the Commission that there has been or is, on the part of a building
society or its directors, a failure to satisfy any one or more of the following criteria
of prudent management, it shall be entitled to assume for the purposes of its relevant
prudential powers that the failure is such as to prejudice the security of the investments
of shareholders or depositors.

(2) The prudential powers relevant for the purposes of this section are the Commission’s
powers—

(a) under section 42, to impose conditions on a society’s authorisation,
(b) under section 42B, to direct a society to transfer all its engagements or its

business, and
(c) under section 43, to revoke a society’s authorisation,

by reference to the expedience of the imposition, direction or revocation for the
protection of the investments of shareholders or depositors.

(3) For the purposes of this Act, the criteria of prudent management are—
(1) Compliance with the requirements imposed by sections 5(1), 6(1) and 7(1),

and the restrictions on powers imposed by section 9A(1).
(2) Maintenance of—

(a) adequate reserves and other capital resources; and
(b) own funds which amount to not less than the sum which, for the

purposes of section 9, is the prescribed minimum in relation to
qualifying capital.

(3) Maintenance of adequate assets in liquid form.
(4) Maintenance of a system for managing and containing risks to the net worth

of the business, and risks to its net income, whether arising from fluctuations
in interest or exchange rates or from other factors.

(5) Maintenance of the requisite arrangements—
(a) for assessing the adequacy of securities for loans which are to be made

or acquired by the society or subsidiary undertakings of the society,
and are to be substantially secured on land; and
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(b) for assessing the willingness and ability of borrowers to repay such
loans.

(6) Maintenance of the requisite accounting records and systems of control of
business and of inspection and report.

(7) Direction and management—
(a) by a sufficient number of persons who are fit and proper to be

directors or, as the case may be, officers, in their respective positions,
(b) conducted by them with prudence and integrity.

(8) Conduct of the business with adequate professional skills.

(4) Nothing in this section implies that it is improper for a determination for any purpose
of the Commission’s relevant prudential powers to take account of other factors than
the criteria in subsection (3) above.

(5) A failure to satisfy any of the first six criteria in subsection (3) above shall be treated,
for the purposes of this section, as a failure on the part of a society’s directors prudently
to conduct the affairs of the society.

(6) A failure on the part of the society to comply with the conditions to which its
authorisation is subject shall be treated, for the purposes of this section, as a failure on
the part of the society’s directors prudently to conduct the affairs of the society.

(7) The following provisions apply for the interpretation of the list of criteria in
subsection (3) above in their application to a building society, that is to say—

“adequate”, except with reference to liquidity, means adequate having
regard to the range and scale of the society’s business;

“adequate”, with reference to liquidity, means of such proportion and
composition as will at all times enable the society to meet its liabilities as they
arise and “liquid form”, in relation to assets, shall be construed accordingly;

“business” includes business the society proposes to carry on and
references to the business of the society include, where it has connected
undertakings, references to the business of those undertakings;

“requisite”, with reference to the arrangements for assessing the adequacy
of securities, means such as may reasonably be expected to ensure—

(i) that any person who assesses the adequacy of any security for a loan to
be secured on land will have furnished to him a written report on the
value of the land; and

(ii) that any person who assesses the adequacy of any security, or reports on
the value of any land, will be competent to perform that task, and will
not be subject to any conflict of interest or potential conflict of interest;

“requisite”, with reference to the arrangements for assessing the ability of
borrowers to repay loans, means such as may reasonably be expected to ensure
that any person who assesses the ability of any borrower to repay a loan—

(i) will be competent to perform that task; and
(ii) will not be subject to any conflict of interest or potential conflict of

interest;
“requisite”, with reference to accounting records and systems of control,

means such as are required by section 71;
“sufficient”, with reference to the number of directors and officers, means

sufficient having regard to the range and scale of the society’s business.
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(8) In determining for the purposes of the seventh criterion in subsection (3) above
whether a person is a fit and proper person to hold any particular position, regard shall
be had, in particular—

(a) to his probity;
(b) to his competence and soundness of judgement for fulfilling the

responsibilities of that position;
(c) to the diligence with which he is fulfilling or likely to fulfil those

responsibilities; and
(d) to whether the interests of shareholders or depositors of the society are, or are

likely to be, in any way threatened by his holding that position.

(9) The Treasury may by order vary subsections (3) to (8) above by adding to or deleting
from them any provision or by varying any provision contained in them; and an order
under this subsection may make—

(a) different provisions for different descriptions of building societies; and
(b) such incidental, supplementary and transitional provision as appears to the

Treasury to be necessary or expedient.

(10) The power to make an order under subsection (9) above is exercisable by statutory
instrument; but no order shall be made under that subsection unless a draft of the order
has been laid before and approved by a resolution of each House of Parliament.

(11) Nothing in this section shall give rise to any claim against a building society or its
directors, or afford a defence to any claim made by a building society.]

Textual Amendments
F39 S. 45 substituted (1.12.1997 in specified cases and for specified purposes and otherwise in accordance

with art. 2(2)(3)(5) of S.I. 1997/2668) by 1997 c. 32, ss. 21, 47(3); S.I. 1997/2668, art. 2, Sch. Pt. II(n)
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