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STATUTORY INSTRUMENTS

1987 No. 395
BUILDING SOCIETIES

The Building Societies Act 1986 (Accounts and
Related Transitional Provisions) Order 1987

Made - - - - 9th March 1987
Laid before Parliament 11th March 1987
Coming into force - - Ist April 1987

The Treasury, in exercise of the powers conferred on them by section 121 of the Building Societies
Act 1986(1), and of all other powers enabling them in that behalf, hereby make the following Order:

Citation and commencement

1. This Order may be cited as the Building Societies Act 1986 (Accounts and Related Transitional
Provisions) Order 1987 and shall come into force on 1st April 1987.

Interpretation

2. In this Order—

“Northern Ireland society” means a society which, prior to Ist January 1987, was registered
in Northern Ireland;

“the operative date” means the date on which this Order comes into force;
“the previous enactments” means—
(a) exceptin relation to a Northern Ireland society, the Building Societies Act 1962(2), and

(b) in relation to a Northern Ireland society, the Building Societies Act (Northern Ireland)
1967(3);

“the previous Order” means the Building Societies Act 1986 (Rules and Miscellaneous
Transitional Provisions) Order 1986(4);

“the previous regulations” means—

(1) 1986 c. 53.
(2) 1962c.37.

(3) 1967c.31N.L).
(4) S.1986/2168.
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(a) except in relation to a Northern Ireland society, the Building Societies (Accounts and
Annual Return) Regulations 1983(5), and

(b) in relation to a Northern Ireland society, the Building Societies (Accounts and Annual
Return) Regulations (Northern Ireland) 1984(6);

“the registrar” means—
(a) except in relation to a Northern Ireland society, the Chief Registrar, and

(b) in relation to a Northern Ireland society, the officer appointed to perform the functions
of registrar of building societies in Northern Ireland;

“relevant accounts” means a society’s revenue and appropriation account and balance sheet to
which, by virtue of Article 3 below, this Order applies;

“relevant return” means a society’s annual return to the registrar to which, by virtue of Article
3 below, this Order applies;

“the saved provisions” means the provisions of the previous enactments and of the previous
regulations the application of which to relevant accounts and relevant returns has been saved
as specified in Article 3(1) below; and

“society” means a building society.

Application of Order
3.—(1) Subject to paragraph (2) below, this Order applies to—
(a) revenue and appropriation accounts and balance sheets, and
(b) annual returns,

the application to which of provisions of the previous enactments and the previous regulations has
been saved by Article 12(1) (which dealt with accounts and audit) of the previous Order.

(2) This Order does not apply to—

(a) an annual return or a revenue and appropriation account for, or a balance sheet as at the
end of, a financial year which ended prior to 28th February 1987,

(b) a revenue and appropriation account and balance sheet laid under section 77(1) of the
previous enactments (which dealt with laying of accounts) prior to the operative date
before the society at its annual general meeting, or

(c) an annual return made under section 88(1) of the previous enactments (which imposed a
duty to make annual returns) to the registrar prior to the operative date.

Accounts

4.—(1) The relevant accounts of a society shall, in the circumstances specified, contain the
particulars specified, in the manner specified, in Schedule 1 to this Order.

(2) The requirements of paragraph (1) above shall, subject to paragraph (3) below, apply in
addition to requirements of the saved provisions.
(3) To the extent specified in Schedule 1 to this Order, an item which is capable thereunder

of being included as an item in a society’s balance sheet may be so included in substitution for
compliance with the requirements of the previous regulations in respect thereof.

(5) S.1 1983/1768.
(6) S.R.(N.L) 1984 No. 334.
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(4) If the requirements of paragraph (1) above are not met in the relevant accounts of a society,
the society shall be treated, for the purposes of the saved provisions, as if its relevant accounts had
not met the requirements of the previous regulations.

Directors' report

5.—(1) Any directors' report required by subsection (3) of section 82 of the previous enactments
(dealing with directors' reports) to be attached to a balance sheet in relevant accounts of a society
shall, in the appropriate circumstances, include the appropriate particulars in place of the particulars
required to be included therein by subsection (2)(b) of that section in relation to special advances.

(2) For the purposes of paragraph (1) above—

(a) the appropriate circumstances are circumstances in which the society has, in relation to
the financial year to which the directors' report relates, made the election in Article 6(2)
of the previous Order (dealing with special advances);

(b) the appropriate particulars are—

(i) the total amount advanced during the period beginning on the first day of that
financial year and ending on 31st December 1986 by the society on the security of
freehold or leasehold estate, and the total number of mortgages executed in favour
of the society during that period, and

(i1) the proportion of that total amount which represents special advances, and the
number of mortgages executed during that period to secure special advances.

(3) Ifthe requirements of paragraph (1) above are not met in a society’s directors' report to which
that paragraph applies, the society shall be treated, for the purposes of the saved provisions, as if
that directors' report had not met the requirements of section 82 of the previous enactments.

Annual returns

6.—(1) The relevant return of a society shall comply with Schedule 2 to this Order.
(2) The requirements of paragraph (1) above shall apply—

(a) in respect of matters specified in Part I of Schedule 2 to this Order, in addition to, in
substitution for or as a restriction of (as specified therein) the requirements of the saved
provisions,

(b) in respect of matters specified in Part II of Schedule 2 to this Order, in addition to the
requirements of the saved provisions.

(3) If the requirements of paragraph (1) above are not met in the relevant return of a society, the
society shall be treated, for the purposes of the saved provisions, as if its relevant return had not met
the requirements of the previous regulations.

Auditors

7.—(1) Section 87(3) of the previous enactments (dealing with the report of auditors on accounts)
shall apply to the report of auditors on any relevant accounts of a society as if the first statement
required to be made thereunder were a statement of whether the balance sheet and revenue and
appropriation account were properly drawn up in accordance with the requirements of the previous
enactments and the previous regulations as varied and supplemented by this Order.

(2) Section 91(3) of the previous enactments (dealing with the report of auditors on the annual
return) shall apply to the report of auditors on any relevant return of a society as if the statement
required to be made by paragraph (a) thereof were a statement of whether in their opinion the annual
return was properly drawn up in accordance with the requirements of the previous enactments and
the previous regulations as varied and supplemented by this Order.
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Michael Neubert

Peter Lloyd

Two of the Lords Commissioners of Her

9th March 1987 Majesty’s Treasury
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SCHEDULE 1 Article 4

ADDITIONAL PARTICULARS TO BE SPECIFIED IN RELEVANT ACCOUNTS
1. —

(1) Where a society, at the end of its financial year, has any associated body which is carrying
on business at the end of that financial year, there shall be stated by way of note on the society’s
balance sheet as at the end of that financial year the following particulars of the associated body:—

(a) whether it is a subsidiary, an associated body linked by resolution, or another associated
body of the society;

(b) its name;
(c) how it is constituted,;
(d) its place of registration;

(e) where it is a company limited by shares, the particulars of each class of its shares held,
and the proportion of the nominal value of the allotted shares of that class represented by
the shares held, by the society;

(f) the nature of the business carried on by it; and
(g) whether it is a direct or indirect associated body of the society.

(2) For the purposes of this paragraph an associated body of a society is a direct associated body
of the society if it is one—

(a) in which the society holds shares or corresponding membership rights, or
(b) to which the society is linked by resolution,

and is otherwise an indirect associated body of the society.

2.—(1) Where, at any time during a society’s financial year to which relevant accounts relate,
the society has had an associated body or associated bodies and, in the opinion of the directors of
the society, that association was material to the state of the affairs of the society as at the end of that
financial year, there shall be set out by way of note on the society’s balance sheet such information
as is sufficient to enable that balance sheet to give a true and fair view of the effect of that association
on that state of affairs, so far as that effect concerns the society’s members.

(2) Any note to which sub-paragraph (1) above applies shall not contain information sufficient
for the purposes of that sub-paragraph unless it contains—

(a) inrespect either of each associated body to which the note applies separately or of all those
associated bodies in aggregate, at least the matters set out in sub-paragraph (3) below, and

(b) in respect of each such associated body to which sub-paragraph (4) below applies, the
statement referred to in that sub-paragraph.

(3) The matters set out in this sub-paragraph are—
(a) the cost to the society of investment in each such associated body;

(b) a statement setting out the amount which the directors of the society consider represents
the net worth of each such associated body attributable to the society at the end of that
financial year of the society;

(c) a statement setting out the amount which the directors of the society consider represents
the share of the profit or loss for the association period of each such associated body
attributable to the society;

(d) the aggregate of amounts outstanding (including accrued interest) in respect of—

(i) any lending by the society to each such associated body and
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(i1) any deposits of each such associated body with the society,
at the end of that financial year of the society; and

(e) the aggregate of balances outstanding at the end of that financial year of the society on
any business other than that stated in paragraph (d) above which fall to be paid—

(i) by the society to each such associated body, and
(i1) by each such associated body to the society.

(4) The statement referred to in this sub-paragraph is a statement of any qualifications in the
report of the auditors of any associated body on its accounts for a financial year ending during, or
on the last day of, the financial year of the society with which it is associated.

(5) In this paragraph—

“association period” means the period, within the society’s financial year, in which the society
and the associated body have been associated, and

“net worth” means any amount attributed or attributable to capital and reserves excluding any
amount attributed or attributable to goodwill.

3.—(1) Where, at the end of a financial year of a society, the assets of the society include class
3 assets, the relevant accounts of the society shall, subject to sub-paragraph (2) below, contain, by
way of note on the balance sheet, the aggregate of the class 3 assets of the society at the end of that
financial year and a breakdown of that aggregate into—

(a) investment in—
(1) subsidiaries of the society;
(i1) bodies linked by resolution with the society; and
(iii) other associated bodies of the society;
(b) loans to—
(i) subsidiaries of the society;
(i1) bodies linked by resolution with the society; and
(ii1) other associated bodies of the society;
(c) loans to individuals;

(d) land held and used or to be used primarily for residential purposes or for purposes
incidental to the use of adjoining land primarily for residential purposes; and

(e) other class 3 assets.

(2) The particulars required by sub-paragraph (1) above, or the aggregate of class 3 assets
so required, may be included as items or an item among the assets in the balance sheet of the
society below “Mortgages” (which shall in such circumstances be replaced by “Class 1 and Class 2
advances”) but above “Other assets” and shall not, to the extent of such inclusion, be required to be
stated separately by way of note on the balance sheet.

4.—(1) Where, at the end of the financial year of a society ending after 31st May 1987, the
liabilities of the society include liabilities in respect of non-retail funds and deposits, the relevant
accounts of the society shall, subject to sub-paragraph (2) below, contain by way of note on the
balance sheet the aggregate of the liabilities of the society in respect of non-retail funds and deposits
at the end of that financial year.

(2) The balance sheet of a society in its relevant accounts may include as items among the
liabilities (in place of “Shares” and “Deposits and Loans”) “Retail shares” “Non-retail shares”
“Retail deposits” and “Non-retail deposits” and, if those items are so included, the aggregate of the
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liabilities of the society in respect of non-retail funds and deposits shall not be required to be stated
separately by way of note on the balance sheet.

(3) For the purposes of sub-paragraph (2) above, “Retail shares” and “Retail deposits” represent
respectively those shares and deposits which are not represented by non-retail funds and deposits,
and “Non-retail shares” and “Non-retail deposits” represent respectively those shares and deposits
which are so represented.

SCHEDULE 2 Atticle 5

PART I

ADDITIONS TO AND SUBSTITUTIONS FOR EXISTING PARTS OF ANNUAL RETURN

1. Paragraphs 2 to 4 below of this Schedule apply to Parts of the annual return set out in
Schedule 2 to the previous regulations.

2.—(1) In Part 1 (directors, staff and officers), in the sub-heading to Section A, “as at 31st
December 1986 shall be inserted in place of “as at the end of the financial year”, and Sections A
and B shall be completed accordingly.

(2) Sub-paragraph (1) above shall not affect the remaining Sections of Part 1.
3. In Part 3 (balance sheet), Section C is not required to be completed.

4. In Part 5 (mortgages)—
(a) in Section A, the percentages in item 2 are not required to be stated; and

(b) inthe case of a financial year of a society which has made, in respect of that financial year,
the election in Article 6(2) of the previous Order (dealing with special advances)—

(i) there shall be added above item 1 in Section E an overall sub-heading stating: “This
Section, on account of the society’s election under Article 6(2) of the Building
Societies Act 1986 (Rules and Miscellaneous Transitional Provisions) Order 1986,
treats as the financial year the period beginning with the first day of the financial year
and ending on 31st December 1986” and Section E shall be completed in relation to
that period and not in relation to the entire financial year; and

(i1) there shall be added, immediately below Section E, a statement of the total amount
advanced during that period by the society on the security of freehold or leasehold
estate.

PART II

ADDITIONAL PARTS OF ANNUAL RETURN

There shall be added to the annual return, after Part 9 (Accounting Systems), Parts 9A, 9B, 9C,
9D (Section B of which is not required to be completed in respect of a financial year ending on or
before 31st May 1987) and 9E specified below, and the auditors' report required by section 91 of
the previous enactments (dealing with the auditors' report on the annual return) as varied for the
purposes of this Order by Article 7 above shall include a report on those Parts other than Part 9A.
Part 9A.Directors and Other Officers during 1987
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Section A.
Directors and Officers

Details of Directors, ¢te, Brom 1st January 1987 to the end of the financial year:

(See Section B for business occupations and other directocships)

Mo Addresst Date of hictht Datr: hirst

Day'MonthYesr  appednted® T and (il

applicahle) when
appolent ceasd

Chairman of the Board of Dircotors

Chief Executive

Chreotor

Manapcr

* Im the case of any direcwor(s) origically appeiaeed w0 the board of, or o chiel execetive or manapen(s)
originally appainted to eguivalent office in. & sociery now merged with the sociely, il is the date of that e

appointmcnt-
T Where information is repeated, it is sufficient to cross refer (o Lhe carlier referemoe.
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Section B.

Further particulars of Directors and Officers

MNetails of direcinrs, eic. cnatinned from Section A

Name Business eccupation amd other divectorships*

* Where information is repeatcd, it is suffici=nk ¢ cross refer to the sarlier reference,

Part 9B.Class 3 AssetsAnalysis of Class 3 assets at end of financial year
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£
L. lovestments in pssociated bodies:
£
1o mubmidiaries e
ii. Bodies linked by resolution.........
i CMBEE o e e
Sphetodal ... e e e e e,
2. Luzms tu psseciated hodles:
£
ii. Bodics linked by resulution ..., e —
i, Ober by ey es -
Sub-toéal ..
3. Land hedd and nsed or to be used primarily for residenticl porposes or for
purposes incidental t the use of adjoiniog land primarily for residential
PUETHEEE oo iineitace s sieaes 4o d e E s bR R R £ B Rttt s e e
S OMher CLIBE 3 oot i i s ot s s e et et ne e
TOTAL
Part 9C.Mortgage Assets at 31st December 1986
r P
Amouit due or cutstanding on mortpape at 315t December 1946
Less amounts due or sutstanding on morgape from corporate bodics an 31se
Dcocmber 1986 ., et e E oo et 1R ettt s esems s st enm s
Compasite acht* B N

* For definirion of compusite debd, see Arlcls 4025 a) of the Building Societies Act 1986 ( Rules and Mizscallaneows
Transitional Provisions) Crcer 1986,

Part 9D.Year End Ratios
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Section A.

Liquid Assets to Total Assets

Tvesimends and cash (From Part 3 Secton BY .

Total assets {from Part 2 Section By ..o

Ratio

AB

Section B.

Shares and deposits (applicable to financial year ending after 31st May 1987)

I. Rato of non-retail Habilities 1o total shares sod deposits
2. Rativ of deponits 1o total shares and deposits

Shares®

Deposits and Loanst oo s

1, INoo-retad] funds and depositas e

-

2. Depesits and Losnss o e

Ratio

A
E B:A T
[ i T

* From Parl 4. Sectivn A, column keaded “Balence ot end of yoar”, tem sidelined <O which: Sharcs™.
| From Part 4, Section B, column headed “Halunee at end of vear™, item sidelined "Of which: Dieposi s amd Loans™.
§ Interest payeble i Lo be iow]uded, bul not interest wocmaed- sce section 3(4) af the Building Societies Act 1986,

Part 9E.Associated Bodies
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Section A.

Particulars of Associated Bodies

Naine How associated body is Repistration Where il 3% a compuny limited by Nature of business
constituted shaves, deseription and proportian of carried on (il none,
Place l Keg. No. shares hetd by sigle nome}
Saciety Arsucited hady of
Saclety
Subsidiany

Budy ke by reslation

{hher associated hody

Section B.

Financial Information about Associated Bodies

Name Cost of Net worth* Lending/deposits beiween Hitmcial -[ Erofit or loss (tber halances oufvianding
lovestment attributable to sockety socivty and associated year end | atiributabie for betweer society and
at socicty's Ainancial bodics ¥ b i iati iated body
i end * perind* to M
Lendieg Depusits | sochty Payahle to Payable to
H snelety asroiated
| | iy
T
£ i ‘ £ i | I £ £
I T
Subsidiary l

Body linked by resclution

Other associated body

* For defimitions of net worth und asseciation periog, see parageaph 2(3) of Schedule 1 1o the Building Sevistics Acvr 1986 {Accounts and Felstedd Transirional Provisions) Order L1M7
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EXPLANATORY NOTE
(This note is not part of the Order)

This Order provides for changes in accounts, directors' reports and annual returns of building
societies, in respect of which requirements of previous legislation were saved by Article 12 of the
Building Societies (Rules and Miscellaneous Transitional Provisions) Order 1986. Article 12 of the
1986 Order saved the full requirements of previous legislation in respect of financial years beginning
before 1st January 1987. This Order changes those requirements in respect of—

(a) accounts and directors' reports for financial years ending on or after 28th February 1987
which have not, before the date on which this Order comes into force, been laid before the
building society at its annual general meeting, and

(b) annual returns for those years which have not, before that date, been made to the
appropriate registrar.

The changes to accounts are specified in Article 4 and Schedule 1; these provisions oblige societies
to include details of subsidiaries and other associated bodies, Class 3 assets under Part III of the
Building Societies Act 1986, and non-retail funds under section 7 of the 1986 Act.

The changes to directors' reports are specified in Article 5. Under Article 6(2) of the 1986 Order
societies with financial years which straddled 1st January 1987 were empowered to elect to observe
limits on special advances (those over £60,000 and those to bodies corporate) for the part of their
financial year ending on 31st December 1986 rather than the whole year. The requirements of the
directors' report for such societies are altered to mirror this.

The alterations to annual returns are specified in Article 6 and Schedule 2 and provide for further
detail in respect of the alterations specified above, and details of society officers from 1st January
1987 onwards.

A society’s annual return is also required by this Order to include a statement of the mortgage debts
owed to it as at 31st December 1986 and ratios of types of assets and liabilities at the end of the
financial year.

Article 7 makes consequential alteration to auditors' reports required to be made on accounts and
annual returns.

13



