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Common bond


The specimen wording for a credit union’s own membership qualification is given in the boxes below.
The common bonds in headings i. to v. below are the only ones available for use in a credit union’s own membership rule.  A credit union must choose one or more of them.  It cannot make up one of its own. (See Credit Unions Act 1979 – ‘CUA 1979’ – as amended by the Legislative Reform (Industrial and Provident Societies and Credit Unions) Order 2011 – ‘the LRO’).It is the responsibility of the credit union to produce a membership rule that meets the requirements of the legislation. The rule will not be valid until it is registered by us. When applying for registration, the credit union may make a statutory declaration that the rule meets the requirements of the legislation, and the Financial Conduct Authority (FCA) may accept the declaration as sufficient evidence. The FCA is more likely to do this when the rule follows the specimen wording set out below. This wording is based directly on the wording of CUA 1979, and reflects the way in which the membership qualification for corporates must relate to the qualification for individuals under each common bond. If the credit union’s proposal cannot be fitted into the specimen wording, that may be an indication that the proposal is not compliant with the requirements. When the wording is not specimen, or involves completing blanks relating to corporate membership, it is likely to take more time for us to establish compliance, and that may delay registration.
This is how to use the specimen wording for the common bonds below. 

Start the credit union’s own membership rule with the words in the first box.
Choose the subsequent boxes below that are appropriate to your credit union. Do not choose any that you do not intend to use in the near future. Add the wording in those boxes to the credit union’s membership rule in the order in which they appear below.
You may not choose a section for corporates for a particular common bond unless you also choose the section for individuals for that bond. For example, you may not choose to admit corporates under the common bond of ‘following a particular occupation’ unless you also admit individuals under that bond.
Remember to complete the blanks in the specimen wording. The additional wording should make clear whether or not a particular individual or corporate is eligible for membership, without the need for the exercise of discretion.

Amend the singular to plural, where necessary.

Do not amend the wording in other respects, by changing words or adding additional material (except where there are blanks to fill) because that may lead to non-compliance with the legislation. For example, if the credit union wants to enter into a membership-based relationship with an unincorporated association, you will have to include the complete phrase ‘an individual in his/her capacity as an officer or member of the governing body of an unincorporated association’, because an unincorporated association may not join a credit union in its own right.
If the specimen wording for your chosen common bond produces a membership qualification that is too wide in scope for your credit union, then add a restriction to it.  To make clear that this is a restriction to a permissible common bond (and not an additional common bond in its own right – which may not be permissible), we suggest that you add the following words after the specimen wording for the common bond in question: ‘Membership of the credit union is not open to …’ (and then state the class of persons who are excluded). This is to cover a situation like the following: the credit union wants to adopt a common bond of following a particular occupation, but does not want to admit such persons if they live outside a defined area. The additional wording would read:  ‘Membership of the credit union is not open to persons who live outside the area defined on the attached map’.
Insert rule numbering as required. 

Admission to membership is restricted to persons who fall within a common bond appropriate to a credit union, as follows…

i
Following a particular occupation
….  an individual who follows the occupation of (state the name of the particular occupation).

The particular occupation should be at the ‘Unit’ Group level in the Office of National Statistics’ Standard Occupational Classification (which should be available online).

The name of more than one occupation at the ‘Unit’ Group level may be stated. More

than one occupation may also be covered by referring to a higher level group from

Standard Occupational Classification. For example, the rule might read like this: ‘an

individual who follows an occupation in the following ‘Minor’ Group of the Office of

National Statistics’ Standard Occupational Classification: (state the name of the ‘Minor’
group)’.

...  a corporate body, an individual in his/her capacity as a partner in a partnership, an

individual in his/her capacity as an officer or a member of the governing body of an unincorporated association, if the principal business of the body corporate, partnership or unincorporated association:

- requires it to employ or otherwise engage persons who follow the above

occupation

- relates to the above occupation in the following way: (state the way in which the principal business of the corporate body, partnership or unincorporated association relates to the particular occupation)

If the above box section is chosen, decide whether to retain both the bullets, or to delete

one of them. Both of them cannot be deleted. If the second bullet is retained, state the

way in which the principal business of the corporate body, partnership or unincorporated

association relates to the particular occupation.


ii
Being employed by a particular employer

… an individual who is employed by (state the name of the particular employer).
The name of more than one employer may be stated. The rule may also cover more than one employer by using a formula like ‘an employer in the following group: (state the name of the group)’ or ‘an employer in following area: (define the area)’.

…a corporate body, an individual in his/her capacity as a partner in a partnership, an

individual in his/her capacity as an officer or a member of the governing body of an unincorporated association, if the body corporate, partnership or unincorporated association:

- is the above employer

- provides services to the above employer

- is related to the above employer in the following way: (state the way in which the corporate body, partnership or unincorporated association is related to the particular employer)

If the above box is chosen, decide whether to retain all three bullets, or to delete

one or two of them. All three of them cannot be deleted. If the third bullet is retained,

state the way in which the corporate body, partnership or unincorporated association is

related to the particular employer. (For example, a corporate body might relate to the

particular employer by being part of the same group.)


iii
Residing or being employed in a particular locality

…an individual who resides or is employed in the locality (state the name of the locality) as delineated on the attached map.

Delete the words ‘or is employed’ if the credit union does not intend to admit employees (or the words ‘resides or’ if it does not intend to admit residents).

Attach to the membership rule a map delineating the particular locality.

The FCA generally considers that a ’locality’ is comparable in size to a ‘local

authority’ area. More than one locality may be delineated on the attached map (or

maps).

The map should be of a size suitable for folding (if necessary) into A5, showing the area to be covered by the proposed membership qualification. The border of the area should be delineated in any colour except black and should form one continuous line. It should be made with a fine line marker and must be very clear.

… a corporate body, an individual in his/her capacity as a partner in a partnership, an

individual in his/her capacity as an officer or a member of the governing body of an unincorporated association, if the body corporate, partnership or unincorporated association has:

- a place of business in the above locality

- the following significant connection with the above locality: (state the significant connection between the corporate body, partnership or unincorporated association and the particular locality)
If the above box is chosen, decide whether to retain both the bullets, or to delete

one of them. Both of them cannot be deleted. If the second bullet is retained, state the

significant connection between the corporate body, partnership or unincorporated

association and the particular locality.

If a credit union adopts this common bond (residing or being employed in a particular locality) in its membership rule, the following conditions apply, (unless there are ‘extraordinary circumstances’ justifying registration):

- the aggregate number of potential members of the credit union as a whole must not exceed two million

- it must be reasonably practicable for every potential member of the credit union to participate in its votes, serve on its committee and have access to all its services.


iv
Being a member of a bona fide organisation or being otherwise associated with other members of the society for a purpose other than that of forming a society to be registered as a credit union.
…  an individual who is a member of the following bona fide organisation: (state the name of the bona fide organisation). 

An organisation is not bona fide if it exists only to provide a basis for the credit union’s membership qualification.

The name of more than one bona fide organisation may be stated. If the credit union wants to avoid naming all the bona fide organisations, and instead name a class of organisations, it must define clearly what makes an organisation bona fide and eligible for membership.

- an individual who is associated with other members through: (state the way in which the individuals are associated).

The individuals must not be associated merely for the purpose of forming a credit union. Individuals might be ‘associated’ through ‘attending the following place of worship (name the place of worship)’ or ‘receiving a pension from the following employer (name the employer)’. The rule may state more than one way in which individuals are associated.

…  a corporate body, an individual in his/her capacity as a partner in a partnership, an

individual in his/her capacity as an officer or a member of the governing body of an unincorporated association, if the body corporate, partnership or unincorporated association is:

- a member of the above bona fide organisation

- associated with other individuals and corporates in the way set out above.
If the above box is chosen, decide whether to retain both bullets, or to delete one of them.

Additional organisations and purposes cannot be added to these options for corporates. A corporate must be a member of the same organisation as the one specified for individuals, or associated in the same way as the individuals.


v
Any other common bond approved by the Financial Conduct Authority
The law permits the FCA to approve other common bonds, in addition to the ones in headings i. to iv. above.  Once the FCA has approved an additional common bond, a credit union may then base the membership qualification in its registered rules upon it.  For example, the additional common bond type of "being currently in receipt of a continuing and regular contractual payment arising from employment by a particular employer" has previously been approved.  As approval was given prior to the LRO, this common bond type relates only to individuals, and does not specify how corporates might fall within it.  The FCA does not expect to re-approve this type and remedy the defect, because it considers the type to be no longer necessary.  The individuals who fall within it (employees and pensioners) can now be covered by the common bonds of ‘being employed’ (heading ii.) and ‘being otherwise associated’ (heading iv.) which can now be combined in a credit union's own membership qualification.  Corporates must fall within those common bonds in the ways prescribed in the LRO.  The other common bond types approved are similarly redundant.

A credit union is not obliged to amend the membership qualification in its registered rules, merely because that qualification is based on one of the additional common bonds previously approved.  However, if the credit union wants to take advantage of the changes in the LRO, and admit a wider range of individuals and corporates, it will need to register an amendment to its registered rules.  At that point, it should cease using the wording that derives from the approved additional common bond, and instead adopt wording based on the specimen wording.


vi
Being a member of the same household as, and a relative of, a member of the credit union

….. an individual who is a member of the same household as, and is a relative of, an

individual who is a member of the credit union and falls directly within a common bond

specified above.

Choose the above box if the credit union wants to admit ‘family’
members. The effect of the legislation is that, if a credit union’s rules do not provide

explicitly for ‘family’ members, they cannot be admitted.

Corporates cannot qualify as ‘family members’.
