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CONSULTATION PAPER - CP17-02/T03 

This consultation paper is issued by the Isle of Man Financial Services Authority, which is the 

regulatory body for the financial sector in the Isle of Man. 

The purpose of this consultation is to obtain views about the draft Credit Unions 

(Amendment) Bill and evidence to support those views where relevant. 

The closing date for comments is 25 April 2017. 

Please send comments in writing and preferably by email (but not scanned documents) to: 

Mrs Susan Woolard  

Isle of Man Financial Services Authority 

PO Box 58, Finch Hill House 

Bucks Road, Douglas 

Isle of Man, IM99 1DT 

 

Email:  susan.woolard@iomfsa.im  

Telephone: +44 (0) 1624 689333 

 
 

 

 

 

Confidentiality  

The information you send may be published in full or in a summary of responses.  

All information in responses, including personal information, may be subject to publication or disclosure in 

accordance with the access to information regimes (these are primarily the Freedom of Information Act 2015 

and the Data Protection Act 2002). If you want your response to remain confidential you should explain why 

confidentiality is necessary. Your request will be acceded to only if it is appropriate in the circumstances. An 

automatic confidentiality disclaimer generated by your IT system will not, of itself, be regarded as binding. 

 

 

If you have a query in relation to how this consultation has been carried out, please 
contact the Authority’s Policy and Authorisations Division by email at 
IOMFSAPOLAUTH@gov.im  or by telephone on +44 (0) 1624 646000. 

  

mailto:susan.woolard@iomfsa.im
mailto:IOMFSAPOLAUTH@gov.im


 

 

 
Isle of Man Financial Services Authority – Credit Unions (Amendment) Bill consultation Page 3 of 43 

 

TABLE OF CONTENTS 

Section Heading Page 

  Glossary 4 

1  Executive summary 5 

2  Consultation process  6 

3  Proposal 7 

4  Impact 9 

5  Questions 9 

6  Next steps 10 

Appendix A  List of groups consulted 11 

Appendix B  Draft Credit Unions (Amendment) Bill 2017  12 

Appendix C 

link 

 Keeling Schedule of Credit Unions Act 
(if amended per Bill) 

Separate 
document: 

link  

  

http://www.gov.im/lib/docs/iomfsa/consultations/creditunionsact1993keelingschedule.pdf
http://www.gov.im/lib/docs/iomfsa/consultations/creditunionsact1993keelingschedule.pdf


 

 

 
Isle of Man Financial Services Authority – Credit Unions (Amendment) Bill consultation Page 4 of 43 

 

GLOSSARY OF TERMS 

 

Term Meaning in this document 

Authority Isle of Man Financial Services Authority   

Bill Credit Unions (Amendment) Bill 2017 (see Appendix B) 

CUA Credit Unions Act 1993 (current Act) 

DED Department of Economic Development (of the IoM Government) 

FSA08 Financial Services Act 2008 

High level 
consultation 

The consultation (http://www.iomfsa.im/ConsultationDetail.gov?id=486) 
from January to March 2015 on amending the Credit Unions Act 1993 and 
developing a regulatory framework 

IBSA Industrial and Building Societies Act 1892  

IoM Isle of Man 

Keeling 
Schedule 

Credit Unions Act - Keeling Schedule (i.e. CUA incorporating amendments 
shown in the Credit Unions (Amendment) Bill 2017) 

MCU Manx Credit Union Limited 

 

  

http://www.iomfsa.im/
https://www.legislation.gov.im/cms/images/LEGISLATION/PRINCIPAL/1993/1993-0019/CreditUnionsAct1993_2.pdf
https://www.legislation.gov.im/cms/images/LEGISLATION/PRINCIPAL/2008/2008-0008/FinancialServicesAct2008_8.pdf
http://www.iomfsa.im/ConsultationDetail.gov?id=486
https://www.legislation.gov.im/cms/images/LEGISLATION/PRINCIPAL/1892/1892-0006/IndustrialandBuildingSocietiesAct1892_3.pdf
http://www.gov.im/lib/docs/iomfsa/consultations/creditunionsact1993keelingschedule.pdf
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1 EXECUTIVE SUMMARY 

1.1 Overview 

In early 2015 a high level consultation was issued that outlined proposals to address 

perceived deficiencies in the Credit Unions Act 1993 (‘CUA’) and to develop a framework for 

regulating credit unions. Responses to the consultation evidenced considerable support for 

changes to the CUA that would facilitate credit unions in the IoM and so research began for 

drafting a Credit Unions (Amendment) Bill (‘Bill’). Simultaneously, work was under way to 

establish the IoM’s first credit union and this was incorporated in August 2016. 

The point has now been reached where the Authority can consult on the Bill, which is at 

Appendix B to this paper. A Keeling Schedule (which shows the CUA as it would be following 

the changes proposed by the Bill) forms Appendix C to this paper (in a separate document).  

 

1.2 What is the purpose of this Consultation Paper? 

This consultation paper invites affected parties and their advisers to consider the content of 

the Bill / Keeling Schedule, (Appendix B / C to this paper) and to submit comments to the 

Authority before the closing date for the consultation. All views are welcome, but notably 

those that include constructive comments or evidence to support suggestions. 

Unlike in the high level consultation, the Authority is not now seeking to discover whether 

there is support for a credit union in the IoM, because that support has already been 

evidenced by the membership of the Manx Credit Union Limited (‘MCU’). 

 

1.3 Who may be affected by this Consultation Paper? 

This paper will be of particular interest to any parties that may be interested in either in 

setting up a credit union or offering services to a credit union, as well as the MCU.  

  

http://www.iomfsa.im/ConsultationDetail.gov?id=486
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2 CONSULTATION PROCESS 

2.1 The Authority’s regulatory objectives 

The Authority’s regulatory objectives are set out in section 2(2) of the FSA08 as — 

(a) securing an appropriate degree of protection for policyholders, members of 

retirement benefits schemes and the customers of persons carrying on a 

regulated activity; 

(b) the reduction of financial crime; and 

(c) the maintenance of confidence in the Island’s financial services, insurance and 

pensions industries through effective regulation, thereby supporting the Island’s 

economy and its development as an international financial centre. 

Proposals in this consultation are related to objectives (a) and (c). 

 

The Authority is required to give consideration to certain factors when undertaking its role 

in accordance with paragraph 3 of Schedule 1 to the FSA08. The factors that are most 

relevant to this proposal are as follows: 

Factor Information 

The need for the 
regulatory, supervisory 
and registration regimes 
to be effective, responsive 
to commercial 
developments and 
proportionate to the 
benefits which are 
expected to result from 
the imposition of any 
regulatory burden 

The Bill sets out the framework for incorporation of credit 
unions via revisions to the CUA and requires credit unions to 
be regulated under existing provisions in financial services 
legislation. It aims to provide an effective regime, with an 
impact that is proportionate to the risks. 

In transferring certain provisions to the CUA from IBSA and 
modernising them, it will increase the relevance of those 
provisions to credit unions and the provisions’ effectiveness. 

By transferring regulatory powers to the FSA08, it will align 
those powers with modern international standards, where 
appropriate, thereby providing enhanced and appropriate 
levels of consumer protection. 

The impact of its decision 
on the stability of the 
financial system of the 
Island 

Due to monetary caps and proposals for improved regulation 
of their operations, credit unions are not expected to affect 
the IoM’s financial stability. However, the Bill will facilitate 
the credit union ethos in IoM, which may increase financial 
responsibility amongst sectors of the population. 
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2.2 Responding to the Consultation Paper 

 

The Authority considers open dialogue with stakeholders as essential in developing its 

proposals and greatly appreciates comments on the proposals in this document. The 

purpose of this consultation is to gather views and evidence, from which an informed 

decision may be made on the content of proposed legislation. However, please note that 

your comments may not result in a change to the proposals. 

 

The Authority wishes to encourage submission of views but requests that comments are not 

submitted anonymously as they will not be considered or included in the Consultation 

Response. 

 

Professional bodies, trade associations and other representative groups are asked to 

provide a summary of the people and organisations that they represent when responding, 

as well as the methodology used to gain members’ input. 

 

A list of representative groups to which this Consultation Paper has been sent is shown at 

Appendix A. 

 

 

3 PROPOSAL 

3.1 Background 

In early 2015 a high level consultation was issued that outlined proposals to amend the 

Credit Unions Act 1993 and to develop a framework for regulating credit unions. The CUA is 

considered deficient in various respects and until last year no credit unions had ever been 

incorporated in the Isle of Man. 

The high level consultation sought views on credit unions’ constitutional aspects as well as a 

regulatory regime. It was particularly relevant to parties interested in establishing a credit 

union or in offering services to such entities. The two broad questions in that consultation 

document did not receive much comment, but the 20 specific proposals led to many 

comments and, in total, 114 consultation responses were received. A summary of responses 

to the consultation, which was published on 5 June 2015, reflected the considerable support 

for revisions to the regime, so as to facilitate the establishment of credit unions in the IoM. 

Since then, despite difficulties with the CUA, the IoM’s first credit union has been 

established – in August 2016 the MCU was authorised and added to the Authority’s register 

of credit unions. No other credit unions have sought registration to date. 

http://www.iomfsa.im/ConsultationDetail.gov?id=486
http://www.iomfsa.im/creditunions.xml
http://www.iomfsa.im/creditunions.xml
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Following the agreement of the Council of Ministers, work began on drafting a Bill in April 

2016. The experience of considering the MCU’s application for registration helped with 

initial drafting of the Bill, but the Authority acknowledges that some changes to the Bill may 

be required and this consultation seeks to identify those aspects.  

A Keeling Schedule, showing the CUA as it would be following the changes proposed by the 

Bill, appears at Appendix C to this paper and Appendix B shows the Bill itself. 

 

3.2 Key changes proposed to the Credit Unions Act 1993 

 

In general it is proposed that constitutional provisions should be contained in the CUA in 

future and regulatory powers should be addressed in the FSA08. Constitutional provisions 

relate to the incorporation of credit unions and ongoing establishment matters, in a similar 

way that companies law relates to incorporation of companies, (whether or not those 

companies are regulated entities). The FSA08 prescribes the regulatory powers for most of 

the Authority’s licenceholders. 

 

The key changes proposed by the Bill: 

 Removal of the reliance on, and link to, IBSA, so as to create a stand-alone CUA that 

deals with all constitutional aspects of credit unions; 

 Credit unions will be incorporated under the CUA, but will no longer also be 

registered under IBSA/CUA; 

 Credit unions will be required to obtain a financial services licence from the 

Authority under the FSA081; 

 Treasury may (if it deems it appropriate) establish a savings compensation to protect 

savings of members of credit unions; 

 All members must be IoM residents; 

 Corporate members will be allowed, although they may not borrow from a credit 

union; 

 Children may be members;  

 Credit unions may not accept deposits2 (they may only accept savings); 

                                                      

1 The regulation of credit unions under FSA08 is not described in the Bill (as it is outside its scope) but it would 
be achieved by making the activity of operating a credit union a regulated activity under the Regulated 
Activities Order (‘RAO’). Once an activity is prescribed in the RAO, it is subject to regulation by the Authority 
via licence conditions or the Financial Services Rule Book and entities may be required to submit financial 
returns and other reports to the Authority as required. In addition the Authority would be able to use other 
powers in and under the FSA08. 
 
2 Deposit taking is a Class 1 regulated activity in the Regulated Activities Order. In general this is only carried on 
by banks. 

http://www.iomfsa.im/lib/docs/iomfsa/consultations/regulatedactivitiesorder2011.pdf
http://www.iomfsa.im/lib/docs/iomfsa/consultations/regulatedactivitiesorder2011.pdf
http://www.iomfsa.im/lib/docs/iomfsa/consultations/financialservicesrulebook20131.pdf
http://www.iomfsa.im/lib/docs/iomfsa/consultations/regulatedactivitiesorder2011.pdf
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 The Authority will be able to amend maximum savings limits (and other limits) via 

secondary legislation; 

 Detailed provisions relating to profits, dividends, financial statements etc will largely 

be transferred to regulatory legislation; 

 Fraud insurance provisions and powers to require information will be dealt with 

under regulatory legislation; 

 Companies may not be converted into credit unions; and 

 Credit unions must make certain information available on their websites. 

 

Key matters that will not be (substantially) changed by the Bill are: 

 The ‘common bond’ requirement will remain – this will be IoM residency; 

 The Authority will continue to assess credit unions’ rules for suitability; 

 Credit unions may borrow and lend; and 

 Credit unions must submit annual returns to DED (as companies do). 

 

3.3 Ancillary matters - the regulatory regime proposed for credit unions 

As mentioned above, it is proposed that regulatory provisions for credit unions will be 

covered in / under the FSA08 and constitutional provisions will be in the CUA. 

 

In considering the suitability of the Bill, it is important to understand how the Authority 

proposes that credit unions will be regulated. Alignment of the revised CUA with the FSA08 

will ensure that there are no gaps between constitutional and regulatory legislation, which 

could represent a risk to stakeholders. 

 

Subject to the Bill being enacted, credit unions will be regulated under the FSA08 by 

introducing a new regulated activity of operating a credit union, in the Regulated Activities 

Order. Businesses carrying on regulated activities are regulated by the Authority via 

conditions placed on their licences and by requiring the licenceholders to comply with 

relevant rules in the Financial Services Rule Book. In addition, licenceholders are subject to 

relevant powers in the FSA08 and are required to submit financial returns and other 

monitoring information to the Authority. Proposed changes to the regulatory legislation, so 

as to accommodate credit unions, will be consulted on separately in due course. 

 

 

http://www.iomfsa.im/lib/docs/iomfsa/consultations/regulatedactivitiesorder2011.pdf
http://www.iomfsa.im/lib/docs/iomfsa/consultations/regulatedactivitiesorder2011.pdf
http://www.iomfsa.im/lib/docs/iomfsa/consultations/financialservicesrulebook20131.pdf
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4 IMPACT ASSESSMENT 

The Authority is very aware of the cost of regulation and seeks to meet its regulatory 

objectives with minimum negative impact. The Authority is particularly aware of the non-

commercial nature of credit unions and so aims to minimise the regulatory cost to the 

sector whilst maintaining appropriate protection for stakeholders. However, the Authority is 

also aware that other regulated sectors should not be required to shoulder the costs of 

supervising credit unions. 

 

5 QUESTIONS 

Questions 

General questions 

1. Do you have any comments on the Credit Unions (Amendment) Bill? 

2. The Bill severs the link between the CUA and IBSA. Do you have any 

comments on this change? Please explain the reasons for any comments you 

make. 

3. The Bill prescribes constitutional powers for credit unions in the CUA and 

transfers regulatory powers to the FSA08. Do you have any comments on 

this change? Please explain the reasons for any comments you make. 

4. Do you have any comments about the regulatory regime for credit unions 

that is outlined in this consultation? If so, please explain any views and, if 

possible suggest how any issues could be addressed. 

Specific questions 

5. Section 5(3) retains the existing cap of £5,000 on member’s savings. An 

alternative would be a cap of the greater of (a) £5,000 or (b) 1.5% of all 

members’ savings. Do you have any comments on this suggestions? If so, 

please explain the reasons. (NB In either case the £5,000 figure could be 

varied by the Authority by secondary legislation.) 

6. Section 7(5) retains the current requirement that withdrawals by borrowers 

whose borrowings exceed their savings (net borrowers) should be 

“permitted only at the discretion of the committee”. Do you think this is 

appropriate? Please explain the reasons for any comments you make. 
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Questions 

7. A revision to section 11 proposes removal from the Act of the maximum interest 
rate and term of loans. It is proposed that these would be covered in secondary 
legislation in future. Do you think this is appropriate? Please explain the reasons 
for any comments you make. 

8. Amendments proposed to the Act do not specifically allow for different 
classes of shares. Do you think it would be appropriate to permit credit 
unions to offer an option of deferred shares (if requested by a member)?  
Such deferred shares would be subject to restrictive withdrawal criteria and 
would not receive the protection described in section 16 (as revised). Please 
explain the reasons for any comments you make. 

 

 

6 NEXT STEPS 

Following the closure of the consultation period the Authority will publish a summary of the 

comments received on its consultations webpage. 

 

Subject to views expressed in response to the consultation, the Authority will seek to 

progress the Bill through the Branches (House of Keys and Legislative Council) later in 2017, 

with the aim of it coming into operation as soon as is practical thereafter. 

 

Once the revised CUA has been brought into operation, the MCU (and any other credit 

unions in the IoM) would become regulated under the FSA08. In this respect, suitable 

changes to secondary legislation under the FSA08 would be the subject of separate 

consultation in due course.  

 

 

http://www.iomfsa.im/consultations.gov?type=closed
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APPENDIX A – LIST OF REPRESENTATIVE GROUPS TO WHICH THIS 

CONSULTATION PAPER HAS BEEN SENT 

 Alliance of Isle of Man Compliance Professionals 

 Association of British Credit Unions Limited 

 Association of Chartered Certified Accountants 

 Association of Corporate Service Providers 

 Association of Pension Service Providers 

 Chamber of Commerce  

 Chartered Institute for Securities and Investment 

 Financial Planning & Insurance Brokers Association 

 Institute of Chartered Secretaries and Administrators 

 Institute of Directors  

 Irish League of Credit Unions 

 Isle of Man Wealth & Fund Services Association 

 Isle of Man Bankers Association 

 Isle of Man Captives Association 

 Isle of Man Law Society  

 Isle of Man Society of Chartered Accountants 

 Isle of Man Trade Union Council 

 London Institute of Banking & Finance 

 Manx Insurance Association 

 Scottish League of Credit Unions 

 Society of Trust and Estate Practitioners 

 UKCreditUnions Ltd (UKCU) 

 Wealth Management Association. 
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APPENDIX B – CREDIT UNIONS (AMENDMENT) BILL 2017 

c 
CREDIT UNIONS (AMENDMENT) BILL 2017 

A BILL to amend the Credit Unions Act 1993 to impose a requirement for credit 

unions to be licensed by the Isle of Man Financial Services Authority; to make 

comprehensive and self-sufficient provision for the registration of credit unions; to 

break the reliance on the Industrial and Building Societies Acts 1892 to 1986; to subject 

credit unions to the requirements of the Financial Services Act 2008; and for connected 

purposes.  

BE IT ENACTED by the Queen’s Most Excellent Majesty, by and with the advice and consent 

of the Council and Keys in Tynwald assembled, and by the authority of the same, as follows:— 

1 Short title 

The short title of this Act is the Credit Unions (Amendment) Bill 2017. 

2 Commencement 

(1) This Act comes into operation on such day or days as the Isle of Man Financial 

Services Authority (“the Authority”) may by order appoint, and different days 

may be appointed for different purposes of this Act.  

(2) An order under subsection (1) may make such transitional and saving 

provisions as the Authority considers necessary or expedient.  

3 Amendment of the Credit Unions Act 1993 

The Credit Unions Act 1993 is amended as follows.  

4 Repeal and replacement of section 1 

Section 1 is repealed and replaced with the following — 

«1 Incorporation of credit unions 

(1) The following provisions have effect with respect to applications for 

incorporation as a credit union — 
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(a) at least 21 prospective applicants, who must be resident in the 

Island,  and the proposed secretary must complete and sign the 

prescribed application form, which must then be submitted to 

the Department along with two copies of the rules of the 

proposed credit union; 

(b) the Company and Business Names etc Act 2012 has effect in respect 

of applications for incorporation as a credit union, and the 

requirements of that Act are additional to the requirements of 

this Act; 

(c) the word “limited” shall be the last word in the proposed name 

in every application for incorporation as a credit union; 

(d) the Department, on being satisfied that the details set out in the 

application constitute compliance with the requirements of this 

Act, shall issue a certificate of incorporation in the prescribed 

form; and 

(e) a certificate of incorporation issued in accordance with 

paragraph (d) shall be conclusive evidence that the credit union 

named therein exists as a separate legal entity. 

These provisions are subject to subsections (2) to (8).  

(2) An application for incorporation under this Act may not be granted 

unless — 

(a) the specified application form has been completed, signed and 

submitted; 

(b) no undischarged bankrupt has signed the application form; 

(c) it is shown to the satisfaction of the Authority that the following 

conditions have been fulfilled — 

(i) the proposed objects are only those of a credit union; and 

(ii) admission to membership of the proposed credit union is 

to be restricted to persons who reside in the Island and 

who fulfil any additional qualification that —  

(A) falls within a category specified in; or  

(B) has been prescribed in accordance with, 

subsection (4) (whether or not any other qualifications are 

also required by the rules);  

(d) the rules of the credit union are adequate and comply with 

section 4(1);  

(e) the proposed registered office is situated in the Island 

(f) the  name of the proposed credit union is acceptable; 

(g) the required fee has been paid; 

(h) there will be acceptable fraud insurance in respect of the 

proposed credit union; 
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(i) there are proposed arrangements for adequate savings 

protection and share guarantee; and  

(j) any other requirements imposed by or in accordance with this 

Act have been satisfied. 

(3) The objects of a credit union are — 

(a) the promotion of thrift among the members of the credit union 

by the accumulation of their savings;  

(b) the creation of sources of credit for the benefit of the members of 

the credit union at a fair and reasonable rate of interest; 

(c) the use and control of the members’ savings for their mutual 

benefit; and  

(d) the training and education of the members in the wise use of 

money and in the management of their financial affairs. 

(4) The additional qualifications for admission to membership  may include 

— 

(a) following a particular occupation;  

(b) residing in a particular part of the Island; or 

(c) being employed by a particular employer,  

and such other qualifications as the Authority may prescribe by order. 

(5) Notwithstanding its incorporation under this Act and subject to section 

27A, a credit union shall not — 

(a) begin to carry on the business of a credit union unless the 

Authority has granted it a licence under section 7of the Financial 

Services Act 2008; or  

(b) continue carrying on the business of a credit union whilst the 

licence referred to in paragraph (a) is suspended or after it has 

been revoked in accordance with the aforesaid section,  

and in any case of contravention of this section the relevant provisions of 

the Financial Services Act 2008 shall apply.  

(6) An order made under subsection (4) shall be subject to consultation with 

such persons as the Authority considers appropriate, and shall not come 

into operation until it has been approved by Tynwald. 

(7) For the avoidance of doubt — 

(a) none of the following actions constitutes holding oneself out as carrying 

on, in or from the Island, a regulated activity within the meaning of 

section 4 of the Financial Services Act 2008 — 

(i)  submitting an application for incorporation under this section; 

or 

(ii) the mere issue or the mere possession of a certificate of 

incorporation of a credit union, provided the required licence 
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under the Financial Services Act 2008 is sought from the 

Authority within 5 working days after the issue of the certificate 

of incorporation; and  

(b) in keeping with section 1(5), a credit union’s possession of a certificate 

of incorporation does not obviate the requirement to obtain the 

aforementioned licence before the credit union can lawfully carry on a 

regulated activity in or from the Island.». 

5 Repeal and replacement of section 2 

Section 2 is repealed and replaced with the following — 

«2 Registration or incorporation under the 1892 Act 

(1) A society whose objects are wholly or substantially those of a credit 

union within the meaning of section 1(4) shall not be registered or 

incorporated under the 1892 Act but shall be incorporated as a credit 

union under this Act. 

(2) Any registration or incorporation of such a society under the 1892 Act 

shall be void.». 

6 Insertion of new section 2A and 2B 

The following shall be inserted immediately after section 2 — 

«2A Appeals from decisions of the Department  

(1) Any person who is aggrieved by — 

(a) the refusal of the Department to incorporate a credit union or any 

rules;  

(b) the refusal of the Department to register or receive any document 

submitted to it; or 

(c) any other act or decision of the Department under this Act, 

may appeal to a court of summary jurisdiction within 21 days after the 

date of the refusal or other act or decision, or within such further time as 

the court of summary jurisdiction may allow. 

(2) On hearing the appeal, the court of summary jurisdiction may — 

(a) confirm the refusal or other act or decision of the Department; or 

(b) give such directions or make such determination in the matter as it 

thinks fit. 

(3) If the refusal to incorporate is overruled on appeal, a certificate of 

incorporation in the prescribed form shall be given to the credit union 

by the Department.  
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(4) The certificate of incorporation issued in accordance with subsection (3) 

shall have the same effect as one issued in accordance with section 

1(1)(e). Notwithstanding any other provision of any enactment or any 

rule of law, where a person appeals or applies to the court of summary 

jurisdiction in respect of an act or decision of the Department under this 

Act — 

(a) the Department and any person authorised by it under that section 

for the purpose may continue to exercise its powers under that 

section as if no such appeal or application had been made; and  

(b) no person shall be excused from fulfilling his obligations under that 

section by reason of that appeal or application, 

until a decision on the appeal or application is given. 

2B Appeals from decisions of the Authority  

A person aggrieved by a decision of the Authority may appeal in accordance 

with section 32 of the Financial Services Act 2008.». 

7 Amendment of section 3 

Section 3 is amended — 

(a) in subsection (1), by deleting “society registered as a”; and 

(b) by repealing subsection (4) and replacing it with the following — 

«(4) The objects of a credit union shall not be regarded as wholly 

charitable or benevolent.». 

8 Repeal and replacement of section 4 

Section 4 is repealed and replaced with the following — 

«4 Rules  

(1) The rules of a credit union shall be in such form as the Authority may 

specify and shall contain — 

(a) provision with respect to matters mentioned in the Schedule; 

and  

(b) such additional provision as the Authority may determine.  

(2) The rules of a credit union may not be amended except by a resolution 

passed by not less than two-thirds of the members present at a general 

meeting called for the purpose after the giving of such notice as is by the 

rules required for such a resolution.  

(3) No rule and no amendment of a rule made by a credit union shall be 

valid until the same have been registered under this Act, and for that 

purpose the following steps shall be complied with — 
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(a) two copies of such rules or amendment of a rule, signed by three 

members and the secretary, shall be sent to the Department and 

one copy shall simultaneously be sent to the Authority; and  

(b) the Authority shall assess and, if satisfied, advise the Department 

that the rule or amendment of a rule is in conformity with the 

requirements of this Act and any other applicable law; 

(c) only after having been notified by the Authority in accordance 

with paragraph (b), the Department shall — 

(i) register the rule or amendment of a rule; 

(ii) return one of the copies to the secretary or other officer of the 

credit union, to which copy shall be attached a certificate of 

registration in the prescribed form; and  

(iii) retain, stamp and register the other copy.  

(4) The provisions of this Act as to appeals from a refusal to incorporate 

shall apply to rules and amendments of rules in respect of the role to be 

played by the Department, and in respect of the role to be played by the 

Authority the provisions of the Financial Services Act 2008 shall apply. 

(5) A copy of the rules of a credit union shall be — 

(a) delivered by the credit union to every person on demand, on 

payment of such reasonable fee, if any, as [the Department] may 

see fit to impose; and  

(b) made available on the credit union’s website.». 

9 Insertion of new section 4A 

The following shall be inserted immediately after section 4 — 

«4A Inspection, production and evidence of documents kept by 

Department  

(1) Any person may inspect a copy of any document kept by the Department, 

including the rules of a credit union, on payment of such fees as may be 

prescribed under section 28. 

(2) Any person may require — 

(a) a copy of the certificate of incorporation of any credit union; or  

(b) a copy or extract of any other document or any part of any other 

document,  

to be certified by the Department, on payment of such fees as may be 

prescribed under section 28. 

(3) A copy or extract from any document registered at the office for the 

registration of companies, certified to be a true copy by the Department, 
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shall in all proceedings be admissible in evidence as of equal validity with 

the original document.». 

10 Amendment of section 5 

Section 5 is amended — 

(a) by repealing subsection (1) and replacing it with the following — 

«(1) The following may be members of credit unions — 

(a) individuals; or 

(b) bodies corporate and unincorporated societies, subject to 

the restriction that such members shall be permitted to 

save with the credit union but shall not be permitted to 

borrow therefrom.»; 

(b) in subsection (5), by deleting “section 21(4)” and substituting «section 

29(2)»; 

(c) by repealing subsection (6) and replacing it with the following — 

«(6) The number of non-qualifying members of a credit union shall 

not exceed 10 per cent. of the total membership of the credit 

union.  

 This is subject to subsection (11).»; 

(d) in subsection (8), by deleting “, subject to section 11(3),”;  

(e) by inserting immediately after subsection (9) the following — 

«(10) The liability of a member of a credit union in respect of any 

share — 

(a) upon which no advance has been made, shall be limited 

to the amount agreed to be paid by him under the 

original rules of the credit union; 

(b) upon which an advance has been made, shall be limited 

to the amount payable thereon under any mortgage or 

other security, or under the rules of the credit union. 

(11) The Authority may by order amend — 

(a) subsection (6) to increase or decrease the maximum 

number of permitted non-qualifying members of a 

credit union; or  

(b) any provision of this Act prescribing matters to be 

provided for in the rules of a credit union.». 

11 Repeal and replacement of section 6  

Section 6 is repealed and replaced with the following — 
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«6 Minimum and maximum number of members  

(1) In accordance with section 1(1), the minimum number of members of a 

credit union is 21. 

(2) The maximum number of members of a credit union shall be determined 

by the Authority and set out in the Rule Book.». 

12 Amendment of section 7 

Section 7 is amended — 

(a) by repealing subsection (2) and replacing it with the following — 

«(2) Shares in a credit union shall not be transferable and a credit 

union shall not issue to a member a certificate denoting 

ownership of a share. 

 This subsection is subject to sections 7A and 7B.»; 

(b) by repealing subsection (3); and 

(c) by repealing subsection (5) and replacing it with the following — 

«(5) If a withdrawal of shares would reduce a member’s paid-up 

shareholding in the credit union to less than his total liability 

(including contingent liability) to the credit union whether as 

borrower, guarantor or otherwise, then — 

(a) in the case of a non-qualifying member, the withdrawal 

shall be only in the manner prescribed by order made by 

the Authority after consulting with such persons as appear 

appropriate; or 

(b) in any other case, the withdrawal shall be permitted only 

at the discretion of the committee,  

and in the case of an order made under paragraph (a), the order 

shall not come into operation until it has been approved by 

Tynwald.». 

13 Insertion of new section 7A 

The following shall be inserted immediately after section 7 — 

«7A Transfer in pursuance of nomination on death of nominator 

(1) This section applies despite section 7(2). 

(2) A member of a credit union who is 16 years old or older (“the 

nominator”) may nominate any person or persons to whom all or a 

portion of any property held on his behalf by the credit union are to be 

transferred upon the member’s death; but such nomination shall not be 

valid unless — 

(a) it is in writing and signed by the nominator, and 
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(b) during the nominator’s lifetime — 

(i) is delivered at or sent to the registered office of the credit 

union; or  

(ii) is recorded at the registered office of the credit union.  

(3) A nomination under subsection (1) shall be valid to a maximum sum of 

£5,000, regardless of whether the value of nominator’s property held by 

the credit union exceeds that sum.  

This is subject to subsection (7). 

(4) The nominator may not validly nominate under this section a person 

who is an officer of the credit union unless such officer is his spouse, civil 

partner, father, mother, child, brother, sister, nephew or niece.  

(5) A nomination made under this section may be revoked or varied by a 

subsequent nomination or by any similar document in the nature of a 

revocation or variation, in either case made in the manner prescribed in 

subsection (2); but a nomination shall not be revocable or variable by the 

will of the nominator or by any codicil  to the will.  

(6) The credit union shall keep a register in which it shall record — 

(a) the names of all persons so nominated; and  

(b) all revocations or variations (if any) or such nominations, 

and (subject to subsection (7)) the property comprised in any such 

nomination to an amount not exceeding £5,000 shall be payable or 

transferrable to the nominee although the rules of the credit union 

declare the shares not to be transferrable. 

(7) The Department may by order amend subsection (3) or subsection (6) to 

increase or decrease the maximum sum prescribed in those subsections, 

and any such order — 

(a) shall not be made unless the Department has obtained the 

Authority’s prior written agreement to the making of it; and  

(b) shall not come into operation until it has been approved by 

Tynwald. 

7B Effect on nomination of marriage and civil partnership  

(1) The marriage of a member of a credit union shall operate as a revocation 

of any nomination made by him before such marriage.  

This is subject to subsection (2). 

(2) Despite subsection (1), in the event of an officer of a credit union having 

transferred any property of a member to a nominee in ignorance of a 

marriage contracted subsequent to the date of the nomination, the 

receipt of the nominee shall be a valid discharge to the credit union, and 
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the credit union shall be under no liability to any other person claiming 

such property. 

(3) The formation of a civil partnership by a member of a credit union 

revokes any nomination made by the member before the formation of 

the civil partnership; but if any property of that member has been 

transferred by an officer of the credit union in pursuance of the 

nomination in ignorance of a civil partnership formed by the nominator 

after the date of the nomination — 

(a) the receipt of the nominee shall be a valid discharge to the credit 

union; and  

(b) the credit union shall be under no liability to any other person 

claiming the property. 

(4)  On receiving satisfactory proof of the death of a nominator, the 

committee of the credit union shall, subject to the limitation on account 

prescribed in section 7A, either — 

(a) transfer the property comprised in the nomination in manner 

directed by the nomination; or  

(b) pay to every person entitled thereunder the full value of the 

property given to him,  

 unless the shares comprised in the nomination, if transferred as directed 

by the nominator, would raise the share capital of any nominee to a sum 

exceeding the maximum for the time being permitted in the case of the 

credit union, in which case they shall pay him the value of such excess. 

(5)  Where a nominee who is nominated under the provisions of this section 

or section 7A is under 16 years of age, the credit union may pay the sum 

nominated — 

(a) to either parent, or to a guardian of the nominee; or 

(b) to any other person of full age who will undertake — 

  (i) to hold the same on trust for the nominee; or  

  (ii) to apply the same for his benefit, 

 and whom the credit union may think a fit and proper person for 

the purpose, 

 and the receipt of such parent, guardian, or other person shall be a 

sufficient discharge to the credit union for all moneys so paid.». 

14 Repeal and replacement of section 8 

Section 8 is repealed and replaced with the following — 
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«8 General prohibition on deposit taking  

(1) A credit union shall not accept a deposit from any person.  

(2) In this section “deposit” has the same meaning it has in the Regulated 

Activities Order 2011. 

(3) The fact that a deposit is taken in contravention of this section shall not 

affect any civil liability arising in respect of the deposit or the money 

deposited.».  

15 Repeal and replacement of section 9 

Section 9 is repealed and replaced with the following — 

«9 Deposits by persons under the age of 18 

(1) A person under the age of 18 may be a member of a credit union 

unless the rules of the credit union provide otherwise. 

(2) Despite subsections (1) and (3), a person under the age of 18 may 

not borrow from a credit union. 

(3) A person under the age of 18 — 

(a) may enjoy all the rights of a member of a credit union 

unless the rules of the credit union provide otherwise; 

(b) if aged 16 or over, may execute all instruments and give 

all receipts necessary to be executed or given under the 

rules of a credit union. 

 This is subject to the rules of the credit union and the provisions 

of this Act. 

(4) A person under the age of 16 may not be a member of a credit 

union’s committee or a trustee, manager or treasurer of a credit 

union.».  

16 Repeal and replacement of section 10 

Section 10 is repealed and replaced with the following — 

«10 Power to borrow money 

(1) A credit union may borrow money. 

(2) The Authority may set out in the Rule Book such further terms, 

conditions or restrictions for the borrowing of money by credit unions as 

it considers necessary or desirable.». 

17 Repeal and replacement of section 11 

Section 11 is repealed and replaced with the following — 
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«11 Loans  

(1) A credit union may make to a member who is 18 years old or older a loan 

for a provident or productive purpose, upon such security (or without 

security) and terms as the rules of the credit union may provide. This 

subject to subsections (2) and (3).  

(2) The total amount on loan to a member of a credit union shall not at any 

time be more than £5,000 in excess of his total paid-up shareholding in 

the credit union at that time.  

(3) The Authority may by order amend subsection (2) to increase or decrease 

the permitted total amount on loan to a member of a credit union, and 

any such order — 

(a) shall be subject to consultation with such persons as the 

Authority considers appropriate; and  

(b) shall not come into operation until it has been approved by 

Tynwald.». 

18 Insertion of new section 12A 

The following shall be inserted immediately after section 12 — 

«12A Property and funds of credit unions  

Any body corporate may, if its constitutional documents permit, hold shares 

in a credit union in its corporate name. 

19 Repeal and replacement of section 13 

Section 13 is repealed and replaced with the following — 

«13 Special resolutions, etc 

(1) A credit union may, by a special resolution with the approval of the 

Department and the Authority in writing, change its name. This is 

subject to subsections (2) to (7). 

(2) The new name of a credit union shall not be identical to that of any credit 

union previously incorporated and still subsisting, or so nearly 

resembling the same as to be calculated to deceive, unless such 

subsisting credit union is in course of being terminated or dissolved, and 

consents to such incorporation.  

(3) Notice of a change of name under subsection (1) shall be sent to the 

Department and registered by it, and it shall give a certificate of the 

registration of such change of name. 

(4) A change of name shall not affect any right or obligation of the credit 

union, or of any member thereof, or other person, and any pending legal 
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proceedings may be continued by or against the credit union, 

notwithstanding its change of name. 

(5) At any meeting under this section a declaration by the chairman that a 

resolution has been carried shall be deemed as conclusive evidence of 

that fact. 

(6) A copy of every special resolution for any of the purposes mentioned in 

this section, signed by the chairman of the meeting and countersigned 

by the secretary, shall be sent to the Department and shall be registered 

there, and until such copy be registered such special resolution shall not 

take effect.  

(7) For the purposes of this section a “special resolution” is one which is 

passed by a majority of not less than three-fourths of such members of a 

credit union for the time being entitled under the rules to vote, as may 

be present in person or proxy (where the rules allow proxies) at any 

general meeting of which notice specifying the intention to propose such 

resolution has been duly given according to the rules, and which 

resolution is confirmed by the majority of such members for the time 

being entitled under the rules to vote, as may be present in person or by 

proxy at a subsequent general meeting of which notice has been given, 

held not less than 14 days, nor more than one month, from the day of the 

meeting at which such resolution was passed.». 

20 Repeal and replacement of section 14 

Section 14 is repealed and replaced with the following — 

«14 Financial statements and general reserve 

Every credit union shall — 

(a) submit to the Authority and to the Department annual financial 

statements; and  

(b) maintain a general reserve. 

This subsection is subject to such detailed requirements as shall be prescribed 

in the Rule Book.». 

21 Repeal of section 15 and substitution of preceding cross-heading  

(1) Section 15 is repealed.  

(2) Immediately before section 15 “Insurance and other arrangements” shall be 

deleted and «Other arrangements» substituted. 

22 Repeal and replacement of section 16 

Section 16 is repealed and replaced with the following — 
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«16 Share guarantees  

(1) The Treasury may make regulations establishing a scheme for 

compensating savers in credit unions in cases where credit unions are 

unable or likely to be unable to satisfy claims in respect of any 

description of civil liability incurred by them in connection with their 

business, and such regulations — 

(a) shall be subject to consultation with the Authority and any other 

person the Treasury may consider appropriate; and  

(b) shall not come into operation until they have been approved by 

Tynwald. 

(2) The provisions of subsections (2) and (3) of section 25 of the Financial 

Services Act 2008 shall apply mutatis mutandis to regulations under 

subsection (1). 

(3) If at the material time no regulations made under subsection (1) are in 

operation, the Authority shall not approve an application for 

incorporation as a credit union unless the Authority is satisfied that on 

incorporation there will be in force in relation to the credit union 

arrangements which are approved for the purpose by the Authority.  

(4) A credit union shall at all times maintain in force such arrangements as 

are referred to in subsection (3), and if it fails to do so it commits an 

offence and liable on summary conviction to a fine not exceeding £5,000. 

(5) The Authority may make regulations prescribing the circumstances in 

which a credit union becomes insolvent, and such circumstance shall be 

subject to section 20. 

(6) Regulations made under subsection (5) shall be subject to consultation 

with such persons as the Authority considers appropriate and shall not 

come into operation until they have been approved by Tynwald.». 

23 Repeal and replacement of section 17 and deletion of preceding cross-

heading 

(1) Section 17 is repealed and replaced with the following — 

«17 Inspection of affairs by order of court  

With respect to the inspection of the affairs of credit unions, the following 

provisions shall have effect — 

(a) upon the application, by petition of the Authority or of one-fifth of the 

whole number of members of a credit union, the court may — 

(i) appoint one or more inspectors to examine the affairs of the credit 

union, and to report thereon, and the inspector or inspectors may 

require the production of all or any of the books and documents 

of the credit union, and may examine on oath its officers and 
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members, in relation to its business, and may administer such 

oath; or 

(ii) call a special meeting of the credit union in such manner and at 

such time and place as the court may direct, and the court may 

direct what matters shall be discussed and determined on at such 

meeting, which shall have all the powers of a meeting called 

according to the rules of the credit union, and shall in all cases 

have power to appoint its own chairman, any rule of the credit 

union to the contrary notwithstanding; 

(b) the application in the section mentioned shall be supported by such 

evidence as the court shall require for the purpose of showing that the 

applicants have good reason for requiring such inspection to be made, 

or meeting to be called, and that they are not actuated by malicious 

motives in their application, and such notice thereof shall be given to the 

credit union as the court shall direct;  

(c) the court may, if it thinks fit, require the applicant to give security for the 

costs of the proposed inspection or meeting before appointing any 

inspection, or calling such meeting;  

(d) all expenses of, and incidental to, any such inspection or meeting, shall 

be defrayed either by the applicants or out of the funds of the credit 

union, as the court shall direct; and  

(e) the inspectors shall provide a copy of any report produced under 

paragraph (1)(a) to the Authority.». 

(2) Immediately before section 17, the cross-heading “Powers of the Authority” shall 

be deleted.  

24 Amendment of section 18 and insertion of preceding cross-heading 

(1) Section 18 is amended in subsection (1) by deleting “section 22 of the 1892 Act 

(appointment of inspector or calling of special meeting by court),” and 

substituting «section 17 and the relevant provisions of the Financial Services Act 

2008,».  

(2) Immediately before section 18, the cross-heading «Powers, duties, obligations and 

privileges» shall be inserted. 

25 Repeal and replacement of section 19 

Section 19 is repealed and replaced with the following — 

«19 Duties and obligations of credit unions 

(1) Every credit union shall — 

(a) have its registered office in the Isle of Man, to which all 

communications and notices may be addressed, and send to the 
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Department notice, in writing, of the situation of such office, and 

of every change therein;  

(b) ensure compliance with the following requirements — 

(i) the Secretary or other officer of each credit union shall, 

once in every year at least, prepare — 

(A) an account of all receipts and expenditure of the 

credit union since the preceding statement; and  

(B) a general statement of its funds and effects, 

liabilities and assets, showing the amounts due to 

the holders of the various classes of shares 

respectively, to members and creditors for loans, 

if any, and also the balance due or outstanding on 

their mortgage securities (not including 

prospective interest); 

(ii) every such account and statement shall be submitted for 

audit to an auditor who is qualified under sections 14 to 

14D of the Companies Act 1982, who shall — 

(A) have access to all the books and accounts of the 

credit union; 

(B) examine the general statement of the receipts and 

expenditure, funds and effects of the credit union, 

and verify the same with the accounts and 

vouchers relating thereto; and 

(C) either sign the same as found by them to be 

correct, duly vouched, and in accordance with 

law, or specially report to the credit union in what 

respects they find it incorrect, unvouched, or not 

in accordance with law; and  

(iii) every member and creditor for loans shall be entitled to 

receive from the credit union a copy of such account 

statement;  

(c) once in every year before the 1st of June send to the Department 

a general statement (to be called the annual return) of receipts 

and expenditure, funds and effects of the credit union as 

audited, which shall — 

(i) show separately the expenditure in respect of the several 

objects of the credit union; 

(ii) be made out to the 31st of December; and  

(iii) state whether the audit has been conducted by the public 

auditor, and if by any persons other than the public 

auditor shall state the name, address, and calling or 
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profession of each such person, and the manner in which, 

and the authority under which, he is appointed; 

(d) allow any member or person having an interest in the funds of 

the credit union to inspect the books and names of the members, 

at all reasonable hours, at the registered office of the credit 

union, or at any place where the same are kept; subject to such 

stipulations as to the time and manner of such inspection as may 

be made from time to time by the general meetings of the credit 

union, except that no such member or person, unless he be an 

officer of the credit union, or be specially authorised by a 

resolution thereof, shall have the right to inspect a loan or 

deposit account of any other member without the written 

consent of such member;  

(e) supply gratuitously to every member or person interested in the 

funds of the credit union, on his application, a copy of the last 

annual return of the credit union for the time being. 

(2) It shall be an offence if a credit union — 

(a) fails to give any notice, send any return or document, or does or 

allows to be done any act or thing which the credit union is by 

this Act required to give, send, do, or allow to be done;  

(b) wilfully neglects or refuses to do any act or to furnish any 

information required for the purposes of this Act by the 

Department, or other person authorised under this Act, or does 

any act or thing forbidden by this Act; or 

(c) makes a return, or wilfully furnishes information, that is in any 

respect false or insufficient. 

(3) Every offence by a credit union under this Act shall be deemed to have 

been also committed by every officer of the same bound by the rules 

thereof to fulfil the duty whereof such offence is a breach, or if there be 

no such officer, then by every member of the committee of the same, 

unless such member be proved to have been ignorant of or to have 

attempted to prevent the commission of such offence; and every act or 

default under this Act constituting an offence, if continued, shall 

continue a new offence in every week during which the same continues.  

(4) Each return and other document required for the purposes of this Act 

shall be made in such form, and shall contain such particulars, as the 

Department, or the Authority as appropriate, shall prescribe. 

(5) All documents by this section required to be sent to the Department shall 

be deposited with the rules of the credit unions to which the same 

respectively relate, and shall be registered or recorded by the 

Department, with such observations thereon, if any, as the Department 

shall direct.».  



Appendix B 

 

 
Isle of Man Financial Services Authority – Credit Unions (Amendment) Bill consultation Page 31 of 43 

 

26 Insertion of new section 19A 

The following shall be inserted immediately after section 19 — 

«19A Privileges of credit unions 

(1) The incorporation of a credit union shall render it a body corporate by 

the name described in the certificate of incorporation, by which it may 

sue and be sued, with perpetual succession, and with limited liability; 

and shall vest in the credit union all property for the time being vested 

in any person in trust for the credit union. 

(2) The rules of the credit union shall bind the credit union and all members 

thereof, and all persons claiming through them respectively, to the same 

extent as if each member had subscribed his name thereto, and there 

were contained in such rules a covenant on the part of himself, his heirs, 

executors, and administrators, to conform thereto, subject to the 

provisions of this Act.  

This subsection is subject to subsection (3). 

(3) All moneys payable by a member to the credit union shall be a debt due 

from such member to the credit union, and shall be recoverable as such.  

(4) Two or more persons may jointly hold a share or shares in a credit union, 

and all shares held jointly by any two or more persons in any credit 

union subsisting at the time of the promulgation of this Act, the rules of 

which do not prohibit such joint holding, shall be deemed to be lawfully 

so held.  

This subsection is subject to section 5(2). 

(5) Any register or list of members or shares kept by any credit union shall 

be prima facie evidence of any of the following particulars entered therein 

— 

(a) the names, addresses, and occupations of the members, the 

number of shares held by them respectively, the numbers of 

such shares, if they are distinguished by numbers, and the 

amount paid or agreed to be considered as paid on any such 

shares;  

(b) the date at which the name of any person, company, or credit 

union was entered in such register or list as a member; and  

(c) the date at which any such person, company, or credit union 

ceased to be a member.  

(6) Contracts on behalf of the credit union may be made, varied or 

discharged, as follows — 

(a) any contract which if made between private persons would be 

by law required to be by deed, may be made on behalf of the 

credit union in writing, signed by two members of the 
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committee, and countersigned by the secretary, and may in the 

same manner be varied or discharged;  

(b) any contract which if made between private persons would be 

by law required to be in writing, signed by the persons to be 

charged therewith, may be made on behalf of the credit union in 

writing by any person acting under the express or implied 

authority of the credit union, and may in the same manner be 

varied and discharged;  

(c) a signature purporting to be made by a person holding any 

office in the credit union attached to a writing whereby any 

contract purports to be made, varied or discharged by or on 

behalf of the credit union, shall prima facie be taken to be the 

signature of a person holding, at the time when the signature 

was made, the office so stated,  

and all contracts which may be, or have been made, varied, or 

discharged according to the provisions herein contained, shall, so far as 

concerns the form thereof, be effectual in law and binding on the credit 

union and all other parties thereto, their heirs, executors, or 

administrators, as the case may be.». 

27 Repeal and replacement of section 20 

(1) Section 20 is repealed and replaced with the following — 

«20 Winding up and dissolution of credit unions  

(1) A credit union may terminate or be dissolved — 

(a) upon the happening of any event declared by its rules to be the 

termination of the credit union;  

(b) by dissolution in manner prescribed by its rules;  

(c) by dissolution with the consent of three-fourths of the members, 

holding not less than two-thirds of the shares in the credit union, 

testified by their signatures to the instrument of dissolution; 

(d) by winding-up (under the provisions of the Companies Acts, in like 

manner, as nearly as may be, as if the credit union were a company 

under such Acts) — 

(A) voluntarily under the supervision of the court;  

(B) by the court, if the court shall so order, on the petition of 

any member authorised by three-fourths of the members 

present at a general meeting of the credit union specifically 

called for the purpose to present the same on behalf of the 

credit union; or  
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(C) on the petition of the Authority or of any judgment 

creditor for not less than £1,500, but not otherwise. 

(2) The instrument of dissolution shall set forth — 

(a) the liabilities and assets of the credit union in detail;  

(b) the number of members, and the amount standing to their credit 

in the books of the credit union; or the nature of their interests in 

the credit union respectively;  

(c) the claims of depositors and other creditors, and the provision to 

be made for their payment;  

(d) the intended appropriation of division of funds and property of 

the credit union; 

(e) the names of one or more persons to be appointed trustees for the 

special purpose, and their remuneration, 

and alterations in the instrument of dissolution may be made with the 

like consent, testified in the same manner.  

(3) The instrument of dissolution and all alterations therein shall be 

registered in the manner provided for the registration of rules, and shall 

be binding upon all members of the credit union. 

(4) Where a credit union is wound-up the liability of a present or past 

member of the credit union to contribute for payment of the debts and 

liabilities of the credit union, the expenses of winding-up, and the 

adjustment of the rights of contributories amongst themselves, shall be 

qualified as follows – 

(a) no individual, credit union, or company who or which has 

ceased to be a member for one year or upwards prior to the 

commencement of the winding-up, shall be liable to contribute;  

(b) no individual, credit union, or company shall be liable to 

contribute in respect of any debt or liability contracted after he 

or it ceases to be a member;  

(c) no individual, credit union, or company not a member shall be 

liable to contribute, unless it appears to the court that the 

contributions of the existing members are insufficient to satisfy 

the just demands on the credit union;  

(d) no contribution shall be required from any individual, credit 

union, or company exceeding the amount (if any) unpaid on the 

shares in respect of which he or it is liable as a past or present 

member;  

(e) an individual, [credit union], or company shall be taken to have 

ceased to be a member, in respect of any withdrawable share 

withdrawn, from the date of the notice or application for 

withdrawal. 
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(5) Without prejudice to subsection (3), a petition for the winding-up of a 

credit union may be presented to the court by the Authority if it appears 

to it that — 

(a) there has been, in relation to that credit union, a failure to 

comply with any provision of, or of any direction given under, 

the Financial Services Act 2008; or 

(b) there is no longer a common bond between members of the 

credit union,  

or in any other case where it appears to the Authority that the winding 

up of the credit union is in the public interest or is just and equitable 

having regard to the interests of all the members of the credit union.». 

(2) Immediately before section 20 «Winding up and dissolution» shall be inserted. 

28 Insertion of new section 20A 

The following shall be inserted immediately after section 20 — 

«20A Power to make orders as to the disposal of valueless documents  

(1) Where a credit union has been dissolved under this Act the Department, 

after consultation with the Authority and the Chief Registrar, may at any 

time after the expiration of 12 years (or 2 years where subsection (2) 

applies) from the date of dissolution, order the disposal, by destruction 

or otherwise, of documents relating to that credit union which are in the 

office for the registration of companies, the Public Record Office or any 

repository referred to in section 1(5) of the Public Records Act 1999 and 

which are not of sufficient public value to justify their preservation.  

(2) The Department may make an order under subsection (1) at any time 

after the expiration of 2 years from such dissolution if it is satisfied that 

it has in its custody a copy of any document disposed of under that 

subsection.  

(3) A copy of any document to which subsection (2) applies shall for the 

purposes of this Act, be treated as if it were the original document and if 

the copy is not kept in a legible form, any duty of the Department to 

allow inspection of, or to furnish a copy of, the document or any part of 

it is to be treated as a duty to allow inspection of, or to furnish a 

reproduction of the copy or of the relevant part of it in legible form.».  

29 Repeal and replacement of section 21  

Section 21 is repealed and replaced with the following — 

«21 Amalgamations and transfers of engagements 

(1) A credit union may — 
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(a) amalgamate with another credit union;  

(b) transfer its engagements to, or accept a transfer of 

 engagements from, another credit union,  

but any such amalgamation or transfer shall not take effect unless the 

Department, having received the Authority’s written agreement to the 

amalgamation or transfer, registers it. 

(2) A credit union shall not amalgamate with or transfer its engagements to 

or accept a transfer of engagements from any body corporate that is not 

a credit union.». 

30 Repeal and replacement of section 22  

Section 22 is repealed and replaced with the following — 

«22 No conversion of credit union into company 

The conversion of a credit union to a company is strictly prohibited.». 

31 Repeal and replacement of section 23 

Section 23 is repealed and replaced with the following — 

«23 Conversion of company into credit union prohibited 

The conversion of a company to a credit union is strictly prohibited.».  

32 Amendment of section 24 

Section 24 is amended — 

(a) in subsection (1), by deleting “, but only at that office,” and substituting 

«and on its website»; and  

(b) in subsection (2) by deleting “Section 16(1)(c) and (g) of the 1892 Act 

(audit etc.)” and substituting «Section 19(1)(b)». 

33 Repeal of section 25 

Section 25 is repealed.  

34 Amendment of section 26 

Section 26 is amended by inserting «, this Act or the Financial Services Act 2008» 

immediately after “rules”.  

35 Repeal and replacement of section 27 

Section 27 is repealed and replaced with the following — 
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«27 Offences  

(1) Where an offence under this Act which has been committed by a body 

corporate other than a credit union is proved to have been committed 

with the consent or connivance of, or to be attributable to any neglect on 

the part of, any director, manager, secretary or similar officer of the body 

corporate, or any person who was purporting to act in any such capacity, 

he as well as the body corporate commits that offence and shall be liable 

to be prosecuted and, if convicted, punished accordingly.  

(2) In any proceedings for an offence under this Act it shall be a defence for 

the person charged to prove that he took all reasonable precautions and 

exercised all due diligence to avoid the commission of such an offence 

by himself or any person under his control.». 

36 Insertion of new sections 27A to 27G 

The following sections shall be inserted immediately after section 27 — 

«27A Commencing business before incorporation and failure to make 

returns, etc 

(1) If — 

(a) any persons representing themselves to be a credit union commence 

business without first obtaining a certificate of incorporation as a credit 

union; 

(b) any credit union — 

(i) defaults in forwarding to the Department any returns or 

information required by this Act; or  

(ii) submits a return that in any respect contains deliberately 

misleading or inaccurate information, 

the persons commit, or the credit union commits, an offence and shall be liable 

on summary conviction to a fine not exceeding £2,500.  

(2) If any credit union issues shares in excess of the limits prescribed in this Act, the 

directors or committee of management of such credit union shall be personally 

liable for the amount so received in excess. 

27B Penalties for falsification  

A person who wilfully makes, orders or allows to be made any entry, erasure, in 

or omission from — 

(a) any balance-sheet of a credit union;  

(b) any record of members’ shares and borrowing; or  

(c) any return or document,  
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required to be sent, produced, or delivered for the purposes of this Act, with 

intent to falsify the same, or to evade any of the provisions of this Act, commits 

an offence and is liable on summary conviction to a fine not exceeding £2,500.  

27C Not using name of credit union 

If any officer of the credit union, or any person on its behalf — 

(a) issues or authorises the issue of any notice, advertisement, or other 

official publication of the credit union; 

(b) signs or authorises to be signed on behalf of the credit union any bill of 

exchange, promissory note, endorsement, cheque, order for money or 

goods; or  

(c) issues or authorises to be issued any bills or parcels, invoice, receipt, or 

letters of credit of the credit union,  

in which the credit union’s name is not mentioned, the officer or person shall 

be liable to a penalty of £1,000, and shall further be personally liable to the 

holder of any such bill of exchange, promissory note, cheque, or order for 

money or goods for the amount thereof unless the same is duly paid by the 

credit union. 

27D Recovery of penalties  

The penalties imposed or to be imposed — 

(a) by this Act; or  

(b) by any regulations made hereunder,  

shall be recoverable in a court of summary jurisdiction at the suit of the 

Department, the Authority or the Treasury, as may be appropriate. 

27E Penalties against officers  

Every credit union officer or member of a credit union, or other person 

convicted of an offence under this Act for which no penalty is expressly 

provided herein shall be liable to a penalty not exceeding £2,500. 

27F Determination of disputes  

(1) The rules of a credit union may direct disputes to be determined by — 

(a) a form of alternative dispute resolution agreed by the parties; or  

(b) the Department, if the parties agree thereto.  

Subsection (3), by virtue of paragraph (a) thereof, applies to any form of 

alternative dispute resolution agreed by the parties in accordance with 

paragraph (a). 

(2) Where — 
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(a) the parties to any dispute arising in a credit union agree to refer 

the dispute to the Department; or 

(b) the rules of the credit union direct disputes to be referred to the 

Department, 

the award of the Department shall have effect in accordance with 

subsection (3). 

(3) Where either of the parties to the dispute refuses or neglects to comply 

with or conform to an award resulting from — 

(a) the use, in accordance with subsection (1)(a), of a form of 

alternative dispute resolution; or 

(b) an award of the Department under subsection (2), 

the court shall enforce compliance with the award upon the petition of 

any party concerned, such petition to be heard summarily.  

This subsection is subject to subsection (4) and only applies where the 

deadline for compliance with or conformity to the award (set out 

therein) has passed. 

(4) The court shall not act in accordance with subsection (3) unless good and 

sufficient proof has been adduced — 

(a) of an award having been made; and  

(b) of the refusal of the party to comply therewith.  

(5) The court may hear and determine a dispute in the following cases — 

(a) if it shall appear to the court, upon the petition of any person 

concerned, that application has been made by either party to the 

dispute to the other party, for the purpose of having the dispute 

settled by arbitration under the rules of the credit union, and that 

such application has not within 40 days been complied with; or 

(b) where the rules of the credit union direct disputes to be referred to 

the court or to justices.  

(6) Every determination by arbitrators or by the court under this Act of a 

dispute — 

(a) shall be binding and conclusive on all parties; 

(b) shall be final to all intents and purposes; 

(c) shall not be subject to appeal; and  

(d) shall not be removed or removable into, or restrained or 

restrainable by the injunction of any court. 

This subsection is subject to subsection (7). 

(7) Despite subsection (6), the arbitrators or the court, as the case may be — 
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(a) may, at the request of either party, state a case for the opinion of 

the Staff of Government Division of the High Court of Justice on 

any question of law; and  

(b) shall have power to grant to either party to the dispute such 

discovery, as to documents and otherwise, as might now be 

granted by any court, such discovery to be made on behalf of the 

credit union by such officer of the credit union as the arbitrators 

or court may determine.». 

37 Repeal and replacement of section 28 

Section 28 is repealed and replaced with the following — 

«28 Additional provisions with respect to secondary legislation  

(1) The Department may make regulations concerning any of the following 

matters — 

(a) the fees to be paid to the Department for matters to be transacted, 

or for the inspection of documents under this Act;  

(b) the maximum sum payable under section 4A(1); and  

(c) incorporation of a credit union under this Act and any matters 

incidental thereto. 

(2) Regulations under subsection (1) shall not be made under paragraph (a) 

except with the concurrence of the Treasury and the Authority. 

(3) Before making any order, regulations or the Rule Book, the Authority 

shall consult — 

(a) the Treasury; 

(b) such persons or bodies as appear to be representative of interests 

likely to be affected; and  

(c) such other persons or bodies as the Authority may determine. 

(4) The following shall not have effect unless they are approved by Tynwald 

— 

(a) regulations under subsection (1); 

(b) orders made by the Authority under this Act (except an order 

under section 30(3)); and  

(c) any other public document made by the Department. 

(5) Any form that the Department or the Treasury may or is required to 

prescribe under this Act may be prescribed by being made available on 

the website of the Department or the Treasury, as the case may be.  

(6) The Authority may specify on its website any form it requires a credit 

union to submit.». 
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38 Amendment of section 29  

Section 29 is amended — 

(a) in subsection (1) — 

(i) by inserting in the appropriate alphabetical position the following 

— 

«“amend” includes alter or rescind;» 

«“committee” means the committee of management, or other 

directing body of a credit union;» 

«“the Court” means the Civil Division of the High Court of 

Justice;» 

«“the Companies Acts” means the Companies Acts 1931 to 2004 

and the Companies Act 2006;» 

«“Department” means the Department of Economic 

Development;» 

«“employee” includes an unpaid volunteer;» 

«“meeting” includes (where the rules so allow) a meeting of 

delegates appointed by the members of a credit union;» 

«“land” includes hereditaments;» 

«“officer” has the meaning assigned by section 1(2) 

(disqualification orders: introduction) of the Company 

Officers (Disqualification) Act 2009;» 

«“persons claiming through a member” include the heirs, 

executors, administrators, and assigns of a member, and 

also his nominees where nomination is allowed;» 

«“property” means all real and personal estate (including books 

and papers);» 

«“public auditor” means an auditor appointed under section 3 of 

the Audit Act 2006  for the purpose of auditing the accounts 

of any body referred to in section 1 of that Act;»; 

«“recognised bank” means an institution which is — 

(a) licensed by the Authority to carry on a regulated activity 

falling within Class 1 of the Regulated Activities Order 

2011; or 

(b) a bank that is licensed under the Banking Supervision 

(Bailiwick of Guernsey) Law 1994 as amended, or is 

registered under the Banking Business (Jersey) Law, 

1991;  

(c) a bank which is supervised by the central bank or other 

banking regulator of a member state of the OECD;  

(d) a credit institution established in an EU or EEA state and 

duly authorised by the relevant home state regulator; 
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(e) a bank supervised by the South African Reserve Bank; 

or  

(f) any other bank that — 

(i) is subject to regulation by a national banking 

regulator;  

(ii) is required to provide audited accounts annually;  

(iii) has minimum net assets of £5 million (or its 

equivalent in any other currency at the relevant 

time) and has a surplus of revenue over 

expenditure for the last 2 financial years; and  

(iv) has an annual audited report which is not 

materially qualified;» 

«“Rule Book” has the meaning given by section 18 of the 

Financial Services Act 2008, and includes any conditions 

imposed on a credit union’s licence under section 7 or 8 of 

that Act;» 

«“rules” means the rules of a credit union for the time being in 

force; and “amendment of a rule” includes a new rule, and 

a resolution or rule rescinding a rule;»;  

«“specify” includes power to specify by non-legislative means;» 

and 

(ii) by deleting the definitions of “authorised bank”, “credit union” 

and “the Societies Acts”; and  

(b) by repealing subsection (2) and replacing it with the following — 

«(2) In this Act, “non-qualifying member” — 

(a) in relation to a credit union, means a person who 

remains a member of the credit union by virtue of 

subsection 5(5); and  

(b) in relation to an amalgamated credit union or a credit 

union which has accepted a transfer of engagements, 

includes a person who does not fulfil the qualifications 

for admission to membership of that credit union but 

became a member of it by virtue of the amalgamation or 

transfer of engagements, having been immediately 

before the amalgamation or transfer a non-qualifying 

member of one or the amalgamating credit unions or, as 

the case may be, the credit union from which the transfer 

of engagements was made. 

(3) The Authority may by order amend the definition of 

“recognised bank”.». 
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39 Amendment of section 30 

Section 30 is amended by repealing subsection (2).  

40 Repeal and replacement of Schedule 1 

Schedule 1 is repealed and replaced with the following — 

«Schedule 

MATTERS TO BE PROVIDED FOR IN RULES OF CREDIT UNION 

Section 4(1) 

1. The name of the credit union. 

2. The objects of the credit union. 

3. The place in the Island which is to be the registered office of the credit 

union to which all communications and notices to the credit union may 

be addressed.  

4. The qualifications for, and the terms of, admission to membership of the 

credit union, including any special provision for the insurance of 

members in relation to their shares. 

5. The mode of holding meetings, including provision as to the quorum 

necessary for the transaction of any description of business, and the 

mode of making, altering or rescinding rules. 

6. The appointment and removal of a committee, by whatever name, and 

of managers or other officers and their respective powers and 

remuneration. 

7. Determination (subject to section 5(3)) of the maximum amount of 

interest in the shares of the credit union which may be held by any 

member. 

8. Provision for the mode of withdrawal of shares and for payment of the 

balance due thereon on withdrawing from the credit union. 

9. The mode and circumstances in which loans to members are to be made 

and repaid, including any special provision for the insurance of 

members in relation to loans made to them. 

10. Provision for the audit of accounts by one or more auditors appointed 

by the credit union, subject to the requirements that — 

(a) accounts must be in accordance with section 3A of the Companies 

Act 1982; and  

(b) auditors must be qualified in accordance with sections 14 to 14F 

of that Act. 

11. Provision for the withdrawal of members from the credit union and for 

the claims of the representatives of deceased members or the trustees of 

the property of bankrupt members, and for the payment of nominees.  
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12. Provision for terminating the membership of members in order to 

comply with — 

(a) the limit on the number of members of a credit union for the time being 

provided for in accordance with section 6; and  

(b) the limit provided for in section 5(6) on the number of non-qualifying 

members of a credit union, 

 and for the repayment of the shares held by, and of any loans made to, a 

member whose membership is terminated for such a purpose.  

13. Provision for the dissolution of the credit union, including provision requiring 

any assets remaining after the payment of debts, repayment of share capital 

and discharge of other liabilities — 

(a) to be transferred to another credit union; or  

(b) if not so transferred, to be applied for charitable purposes.». 

41 Repeal of Schedule 2 

Schedule 2 is repealed.  

42 Consequential amendments 

The Company and Business Names Etc Act 2012 is amended as follows — 

(a) in section 3(1), in the definition of “appropriate name approval 

authority”, delete “and (g),” and substitute «, (g) and (i),»; 

(b) in section 4(1) — 

(i) delete the full stop at the end of paragraph (h) and substitute «; 

and»; and  

(ii) insert the following immediately after paragraph (h) — 

«(i) a credit union incorporated under the Credit Unions Act 

1993.»; and  

(c) in section 5(2) — 

(i) delete the full stop at the end of paragraph (h) and substitute «; 

and»; and  

(ii) insert the following immediately after paragraph (h) — 

«(i) an application to incorporate a credit union under 

section 1 of the Credit Unions Act 1993.». 

 

 

 


