
 

EXPLANATORY MEMORANDUM TO 
 

THE MUTUAL SOCIETIES (ELECTRONIC COMMUNICATIONS) ORDER 2011 
 

2011 No. 593  
 

THE FRIENDLY SOCIETIES (PROXY VOTING) REGULATIONS 2011 
 

2011 No. 883 
 
 
1. This explanatory memorandum has been prepared by Her Majesty’s Treasury and is laid 

before Parliament by Command of Her Majesty. This memorandum contains information 
for the Joint Committee on Statutory Instruments. 
 

2.  Purpose of the instruments 
 

2.1 The purpose of these instruments is to amend the legislation applying to building 
societies, friendly societies, industrial and provident societies and credit unions to 
facilitate the use of electronic communications by these mutual societies in their 
communications with their members, the public and with the Financial Services Authority 
(“the FSA”), in its capacity as the registrar of mutual societies. The amendments allow 
societies to elect to use electronic communications to comply with their statutory 
obligations to send certain information to members and to the FSA, to operate electronic 
ballots and to make available online facilities for the appointment of proxies.    

 
3. Matters of special interest to the Joint Committee on Statutory Instruments 
 
 3.1  None. 
 
4. Legislative Context 
 
 4.1 The Mutual Societies (Electronic Communications) Order 2011 is made under 

powers contained in sections 8 and 9 of the Electronic Communications Act 2000. Part 2, 
which applies to building societies, makes minor changes that build on amendments made 
to the Building Societies Act 1986 in the Building Societies (Electronic Communications) 
Order 2003 (SI 2003/404). Part 3 amends provisions of the Friendly Societies Acts of 
1974 and 1992, the provisions of which apply to registered and incorporated friendly 
societies. Part 4 amends provisions of the Industrial and Provident Societies Act 1965, the 
Friendly and Industrial and Provident Societies Act 1968 and the Credit Unions Act 1979. 

 
4.2 The Friendly Societies (Proxy Voting) Regulations 2011 are made under the 
power contained in paragraph 7(6) of Schedule 12 to the Friendly Societies Act 1992 to 
prescribe the procedure to be adopted by friendly societies and their members for voting 
by proxy on any resolution which is to be moved as a special resolution at any meeting of 
a society other than a meeting of delegates. The Friendly Societies (Proxy Voting) 

 



 

Regulations 1993 (SI 1993/2294) will continue to apply to meetings called before the 
2011 Regulations come into force until 1st October 2011.  

 
5. Territorial Extent and Application 
 
 5.1 Both instruments apply to all of the United Kingdom.  
 
 5.2  However, two forms of mutual society in Northern Ireland, credit unions and 

industrial and provident societies, are registered under separate Northern Ireland 
legislation that is devolved to the Assembly under the Northern Ireland Act 1998. 
Accordingly, Part 4 of the Mutual Societies (Electronic Communications) Order 2011 
does not apply to these two forms of society. 

 
6. European Convention on Human Rights 
 
 6.1 The Financial Secretary to the Treasury has made the following statement 

regarding Human Rights:  
 

In my view the provisions of the Mutual Societies (Electronic Communications) Order 
2011 are compatible with the Convention rights. 
 
6.2 As the Friendly Societies (Proxy Voting) Regulations 2011 are subject to the 
negative resolution procedure and do not amend primary legislation, no statement is 
required.  

 
7. Policy background 
 

7.1 The Coalition Government is committed to promote mutual societies. 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.  

 
7.2 The policy is to put mutual societies in a similar position to companies. 
Companies formed under the Companies Acts have significant scope to use electronic 
communications in their dealings with each other. Since 2003, when the Building 
Societies Act 1986 (Electronic Communications) Order 2003 came into force, building 
societies have been able to communicate with their members electronically where certain 
conditions are satisfied. The Order makes minor changes to improve how these provisions 
apply in relation to proxy voting. 

 
7.3 The legislation applying to other forms of mutual society does not obviously 
contemplate the use of electronic communications because these were not used when the 
statutory provisions were enacted in 1965 and 1968 (for industrial and provident 
societies), 1974 and 1992 (for friendly societies) and 1979 (for credit unions). 

 



 

Consequently, where these societies are under a statutory obligation to send a member a 
piece of information it may be unclear whether that duty may be fulfilled by the use of 
email or website publication. In other cases, it is clear from the context that the 
information or notice may only be provided in paper form through the post (e.g. a postal 
ballot).  
 
7.4 The Order and Regulations do not require any societies or their members to use 
electronic communications but provide it as an alternative to traditional forms of 
communications where conditions are satisfied. Statutory provisions have been amended 
to allow statutory notices to be sent by email or made available on a website provided that 
certain conditions are satisfied. Friendly societies are permitted to conduct electronic 
ballots where they might otherwise conduct a postal ballot, or a combined ballot (a ballot 
that uses both forms of communication). The FSA has also been given greater scope to 
direct how documents sent to it by societies in electronic form must be submitted, and 
how it stores information submitted to it on the public files of friendly societies.  

 
8.  Consultation outcome 
 

8.1 The responses from the sector supported the option to communicate electronically. 
 
8.2  A summary document of responses will be published shortly and available on the 
HM Treasury website (www.hm-treasury.gov.uk) 

 
9. Guidance 
 
 9.1 HM Treasury and the FSA will work with financial mutual trade bodies to ensure 

that guidance for societies in using electronic communications in communications with 
their members, the public and the FSA are understood. 

 
10. Impact 
 

10.1 The impact on business is a benefit of around £12 million a year, with cost savings 
arising from reducing societies’ budgets for postage and administration around the 
sending and processing large numbers of voting forms. This figure was arrived at after 
consultation with the mutual sector.  
 

 10.2 There is no impact on the public sector. The Financial Services Authority will gain 
greater freedom to store records electronically rather than maintain paper files for some 
societies.  

 
10.3 An Impact Assessment is attached to this memorandum and will be published 
alongside the Explanatory Memorandum. 

 
11. Regulating small business 

 

 



 

 

11.1  The legislation applies to small business. Because the legislative amendments are 
facilitative only, no business will be required as a result of these amendments to use 
electronic communications to discharge any of their statutory obligations if they do not 
elect to, or do not have the facilities to do so.  

 
 

12. Monitoring & review 
 

12.1 These measures can be reviewed in 5 years, and will form part of a continuous 
dialogue with the sector on the modernisation of the legislation that applies to 
mutual societies. 

 
13.  Contact 
 
 Christopher Moore at the Mutuals Team of HM Treasury Tel: 020 7270 4819 or email: 

Christopher.Moore@hmtreasury.gsi.gov.uk can answer any queries regarding the 
instrument. 
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