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The UK’s far from identikit 
mutual sector adds valuable 
diversity which helps to promote 
financial stability, customer 
choice and muscular competition.
David Webster, BSA Chairman



Section One 

Chairman’s Introduction 
Among building societies and in the mutual sector as  
a whole there has been a real sense of resurgence and 
optimism. Mutuals are in a good place as our ‘back  
to basics’ approach has caused us to come out of the 
financial crisis in much better shape than our Plc 
counterparts. The products and services of mutuals are 
far more contemporary than they are sometimes given 
credit for, with iPhone apps aplenty. However, our 
unashamedly traditional values – focus on customers, 
tight cost management and prudent approach to risk  
– are once again fashionable.

David Webster, BSA Chairman 
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The year in retrospect

Recollections of 2012 among many UK citizens will 
centre on the outstanding success of the London 
Olympics and the feelings of pride and admiration 
engendered by the elite competitors at the Games. 
In financial services such emotions were in short 
supply as the reputation of the industry struggled 
to recover from mis-selling scandals and other 
damaging revelations.

However, among building societies and in the 
mutual sector as a whole there has been a sense  
of resurgence and optimism, notwithstanding the 
very real challenges we face. Three key factors 
shaped the year, in my view: 

Reformation and remodelling

Firstly, it is clear that financial services in the UK  
are at the start of a period of reformation and 
remodelling. Legislation and regulation is of course 
a major feature, but for us there is also an 
opportunity, born from the new focus on culture 
and ethics. This whole journey may have started in 
2012 but it will clearly be a major feature of 2013. 
Much has been said about ‘ring-fencing’ banks  
– separating their retail and investment banking 
activities. Building societies have effectively always 
been ring-fenced and don’t have investment 
banking operations. 

Mutuals on the front foot 

Secondly, while it is an issue for the whole financial 
services industry should it continue long term, the 

LIBOR scandal and all it has spawned has helped  
to differentiate the mutual sector, prompting us  
to communicate and accentuate the difference it 
makes being a mutual. We can never be complacent 
on business culture or behaviour, but it is clear that 
consumers are starting to add factors like ‘how my 
provider does business’ alongside products, rates 
and service when they make buying decisions. 

For example, building society and other mutual 
current accounts saw a substantial growth in 
customer numbers in 2012 as consumers voted with 
their feet and moved their money. Independent 
research in 2012 once again showed mutuals 
outperforming Plc providers across 11 separate 
service measures ranging from value for money, 
right through to that all important measure, trust. 

Mixed economic messages

Thirdly, the economic environment has remained 
challenging, particularly in the context of a static, 
low Bank Rate environment. This rate has now been 
at 0.50 per cent since March 2009 and there is no 
sign of a change any time soon. Its effects are 
broader than the rates visible on the high street, 
internally affecting both margin management and 
the cost of liquidity. Economically, the year has 
been one of mixed messages, with the brief Olympic 
boost fading to the threat of a triple dip recession 
by December. This masks the underlying story which 
is that the economy has grown little, if at all, for the 
past couple of years. On the other hand, the 
expected rise in unemployment has failed to 
materialise and, for the time being at least, the 
eurozone seems to be more stable. Consumers, 
businesses and government are, however, all  
having to adapt to the new normal of a lower 
growth world and this is an uncomfortable reality 
with which to grapple. 

Traditional values in a modern world

Mutuals are in a good place as our ‘back to basics’ 
approach has caused us to come out of the financial 
crisis in far better shape than our Plc counterparts. 
As Standard & Poor’s said in a report published in 
April 2012:

“…we believe that building societies have survived 
the financial crisis in better health than the UK 
banking industry as a whole. …the sector is 
grounded by its franchise stability, adequate 
capitalization, focus on prime residential lending 
and customer deposit-based funding profiles.”



* source DCLG

Banks have much to learn from their mutual 
cousins, and these figures appear to show 
customers voting with their feet. Building 
societies are not owned by shareholders and 
their raison d’être is not to increase profits  
to boost investor returns, but to serve  
their members.
Yorkshire Post, 4 October 2012

Similarly, KPMG in its 2012 Building Society 
Database reported that total society group assets 
had risen by 3.0 per cent from £306.2 billion to 
£315.4 billion. This reverses the trend of the past 
two years where assets in the sector shrank by  
3.5 per cent (2010-11) and 4.1 per cent (2009-10).

The products and services of mutuals are far more 
contemporary than they are sometimes given credit 
for, with iPhone apps aplenty. However, our 
unashamedly traditional values, focus on customers, 
tight cost management and prudent approach to 
risk are once again fashionable. 

Mortgage lending supports homes 

The mutual sector has been a consistent and active 
player in the mortgage market in 2012, leading the 
field in supporting both home ownership and the 
growth of the private rented sector through buy  
to let lending. 

The contribution of the sector over the year can,  
to a degree, be summed up in just two statistics: 
Gross lending was up by 30 per cent on 2011 and, 
of all the net mortgage lending in the UK in 2012, 
88 per cent of it came from the mutual sector. In 
total, mutual lenders helped 281,000 people in the 
UK own their own home. Of these, around a third 
were buying for the first time.

Innovation delivers solutions

Throughout the year the sector has continued to be 
an innovator, championing areas such as self build. 
One in ten* new homes in the UK is now self-built 
and this market is worth around £3 billion* annually 
to the UK economy. Most of the lenders operating 
in this space are building societies, with around 24 
of them eager for business and making expert use 
of their local knowledge and adaptability. 

Shared ownership is another example of mutuals 
working to find solutions beyond the standard 
choices of ‘buy or rent’, a move that recognises 
some of the issues being experienced particularly  
by younger people and those on modest incomes. 
The Housing Hub website, launched by the BSA in 
2012, aims to act as quasi ‘marriage broker’ between 
housing associations looking to develop new homes 
and lenders willing to lend on such projects.

Similarly, an increasing number of mutual lenders are 
working with local authorities and home builders to 
provide tailored solutions to meet the needs of local 
residents. Inter-generational lending gained ground  
in 2012 too, with some innovative products being 
launched to enable parents and grandparents to assist 
the younger generation onto the housing ladder.  

Products, rates and sentiment

Whether for standard or niche products, the 
diversity within the mutual lending sector means 
that a consumer is likely to find what they are 
looking for and at a competitive rate of interest. 
Typically over the year, mutuals offered more of  
the lower rates and higher loan to value ratio 
mortgages. In fact, in 2012 the issues around 
mortgages were not all on the supply side; a 
number of building societies had 95 per cent loans 
available for first time buyers throughout the year, 
but had no clamouring queues.

With the launch of the Government’s Funding for 
Lending Scheme (FLS) in the final quarter of the 
year there was a palpable change in consumer 
sentiment, which was a helpful precursor to the 
actual availability of funds from the scheme. In 
December 2012, of the 39 firms reported by the 
Bank of England as signing up for the scheme,  
26 were mutual lenders. This gives a pretty firm 
indication of lending intentions in 2013. 

On the other side of the housing equation there 
was a reduction in non-performing loans over the 
year, with arrears running at least a third below the 
market as a whole.

The state of the economy is inevitably affecting the 
housing market, and with the exception of London, 
where a different market dynamic seems to prevail, 
house prices in the UK are expected to remain fairly 
flat for the foreseeable future. Last year (2012) has 
the feel of a year where lenders and consumers alike 
grasped the realities of a different market, although 
more creativity will be needed if the nation is to 
continue to be adequately housed. 
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Yorkshire’s three leading 
building societies have reported 
a sharp increase in business  
over the past week as customers 
turn their backs on traditional 
banks in the wake of the latest 
banking scandal.
Yorkshire Post (Business), 5 July 2012
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The savings challenge

There is no doubt that 2012 was a highly 
challenging year for savers. The combination of  
the lower for longer Bank Rate, coupled with the 
downward pressure on rates caused in part by the 
Funding for Lending Scheme, was a potent cocktail. 

Government policies seeking to encourage spending 
in the economy in preference to saving presented  
a serious issue to building societies and other 
mutuals, which take great care in balancing the 
needs of their savers and borrowers. 

While savings balances did increase in the year,  
the increase was below that of 2011. Interest rates 
were clearly a factor, as was consumer price inflation 
which remained resolutely above its 2.0 per cent 
target and ahead of the growth in household 
incomes throughout the year. These factors 
combined to put a strain on household budgets,  
a further disincentive to save.

Mutuals rose to the challenge with a competitive 
range of products. At times, the demand for some 
regional societies’ savings accounts was so great  
it had to be managed by limiting the availability  
of localised products to savers living within their 
geographical region. Described – mistakenly in  
my view – by some as a ‘postcode lottery’ I would 
contend that this is a valid way to deliver the best 
possible value to members and to reflect the 
strength of a society’s local franchise. 

The mutual sector continued to campaign during 
the year for the equalisation of the ISA rules, which 
currently unfairly penalise those with lower incomes 
and smaller balances who do not want to trust  
their savings to the equity markets. To date, these 
sensible suggestions have not led to a change in 
policy, but the case for change remains compelling 
and our efforts will continue.

UK, Europe and the cost of regulation

The pace of change and the growth in the sheer 
volume and cost of regulation proceeded unabated 
throughout 2012. There is no doubt that the 
financial crisis and subsequent banking scandals 
highlighted short-comings in the regulatory and 
legislative regime. Care is now needed to ensure 
that the scale of change doesn’t inadvertently  
stifle banking and financial services more widely  
to the point of stagnation. The UK, its economy  
and its citizens simply cannot afford for this to 
happen and in our zeal for more control we should 
be mindful of proportionality and suitability.

More broadly, the mutual sector worked to prepare 
for the new regulatory regime of the Prudential 
Regulation Authority and the Financial Conduct 
Authority, which both came into being in April 
2013. Similarly, the sector worked to monitor and 
engage in the increasing amount of sector-relevant 
regulation emanating from Europe. 

While entirely supportive of the need for a  
deposit guarantee scheme, building societies  
have continued to pay an unfair price for the  
failure of banks like Bradford & Bingley. It is now 
not unusual for societies to quote their profit before  
the deduction of the cost of the Financial Services 
Compensation Scheme levy in order to highlight  
the disproportionate impact of this cost. 



Societies, especially those set up on a regional basis, pride themselves 
on delivering first-class customer service. And though they may not 
always be able to offer the best savings rates, they provide an 
alternative to the big financial brands that are often more interested  
in the quick sale than building long-term relationships with customers. 
Local societies understand their customers and the communities they 
operate in. Societies are different in one other big way. They are 
owned by their customers – borrowers and savers – and these 
members have the right to have a say in how their society is run.
Jeff Prestridge, Personal Finance Editor, Mail on Sunday, 15 April 2012
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Regulators and legislators will hear no special 
pleading from the sector on the basis of mutuality. 
What we do call for is proportionality, a risk-based 
approach where relevant, a focus on cost versus 
benefit and recognition of the aggregate impact  
of all of the changes proposed. 

Banking reform

Much of the debate in 2012 was helpful – 
particularly around what, in early 2013, became the 
Banking Reform Bill. Under the Building Societies 
Act, building societies are already effectively 
ring-fenced, a structure that has been proven over 
many years to be both successful and prudent. It 
was pleasing to see the Government recognise the 
value of a thriving building society sector, and the 
fact that mutual ownership is different in the 
publication of its discussion paper The future of 
building societies. Essential changes to the Building 
Societies Act will now progress alongside banking 
reform and will hopefully deliver a legislative 
environment that allows competitive parity.

Two areas of concern remain around banking 
reform; firstly the proposal for a single leverage 
ratio irrespective of the risk profile of the 
organisation. This is an unnecessarily blunt 
instrument which could adversely affect mutuals. 
Secondly, the proposed de-minimis of £25 billion  
of customer deposits may well prove to be anti-
competitive, the very opposite of what is intended. 
Building societies will, in effect, be ring-fenced; 
small banks will not.

Looking ahead to 2013

My expectation for 2013 is of a sector that is ready 
for the challenges to come and open for business. 
Increasingly we see ourselves as robust challengers 
to the oligarchy of the banks. We welcome 
competition and look forward to any additions  
to the stable of challengers. The anticipated 
non-organic growth of the Co-operative Banking 
Group will provide a welcome boost to the size and 
scope of the mutual sector, but I hope that the 
barriers to the creation of new building societies 
can also be eroded over the year.

The capital position of the sector is healthy, with  
an average Core Tier 1 Capital Ratio of 12.2 per 
cent*, but I look forward to the completion of the 
process to approve CRR/CRD4 in Europe. This 
should then allow for the creation of a market in  
a new Tier 1 capital instrument suitable for a 
customer-owned mutual or the subsidiary of such  
a body. The flexibility to take advantage of time 
limited opportunities brought by this change will  
be very welcome. 

The UK’s far from identikit mutual sector adds 
valuable diversity which helps to promote financial 
stability, customer choice and muscular competition. 
With our transparent customer-centric focus and the 
greater trust that consumers have in mutuals, the 
sector is well placed to deliver success in what will 
undoubtedly be another challenging year ahead.

*a weighted average calculated on ten largest BSA members’ 
figures quoted in annual reports for the 2011/12 financial year
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Director-General’s Review
It is clear looking back on 2012 that change is a constant, 
not periodic theme in the financial services industry.  
The sheer quantity and diversity of change – be it 
economic or political, legislation or regulation, domestic 
or European – is challenging, particularly the continued 
drive for ‘one size fits all’ in certain areas. Coupled with 
this, the economic outlook has remained subdued at best. 
Against this backdrop, the mutual sector has continued  
to perform well, punching well above its weight in areas 
such as mortgage lending. The following pages give a 
flavour of some of the BSA activity during the year.

Adrian Coles OBE, Director-General



Small building societies often 
have greater flexibility than big 
banks when it comes to mortgage 
lending, so if you’re in the market 
for a loan it might just pay to 
look beyond the high street.
Guardian Online, 9 August 2012

9Section Two 
Director-General’s Review

Building Societies Association
Annual Report 2012

// Mortgages and Home Ownership:

Mortgage lending by mutual lenders was 
consistently strong throughout 2012. Excluding 
mortgage subsidiaries, gross lending for the year 
totalled £30.7 billion, an increase of 30 per cent  
on 2011 performance. In terms of market share,  
this equates to 22 per cent, up from 17 per cent in 
2011. Net lending provides the most telling statistic 
in terms of the mutual presence in the mortgage 
market during the year. Across all providers in the 
mortgage market in 2012, net lending stood at  
£7.4 billion. Mutual lenders accounted for a 
staggering £6.5 billion or 88 per cent of this figure. 

During the year, mutual lenders approved 281,000 
mortgage loans, up 20 per cent on the previous 
year (233,400). Of these loans, around one in  
three were to first time buyers and a number of 
building societies had higher loan to value ratio 
products of up to 95 per cent available throughout 
the year. In addition, innovations such as inter-
generational lending were evident, as was support 
for second and subsequent time borrowers and 
those investing in the private rented stock of the 
UK through buy to let. 

The sector demonstrated its support for the 
Funding for Lending Scheme, with BSA members 
accounting for 26 of the 39 (FLS) lenders reported 
by the Bank of England in December 2012. 

The new year started well for mutual lenders, with  
a healthy pipeline of 18,600 new loans approved  
in December 2012, 26 per cent of the total number 
of mortgages approved in the month. A number  
of mutual lenders have indicated that they intend  
to increase their lending in 2013. 

Mortgage Market Review

At the end of October 2012, the Financial Services 
Authority (FSA) published its final rules from the 
Mortgage Market Review (MMR). This represents 
the conclusion of a long series of consultation 
papers. Overall, the final rules provide a common 
sense approach to mortgage lending and many  
of them represent the current lending practices  
of building societies and other mutual lenders. 

Given the high level of consultation between the 
FSA and the industry over a sustained period, there 
were few surprises in the content. It was pleasing 
that a number of concessions had been made in 
response to suggestions made by the BSA. These 
included a proportionate response to interest only 

lending; a less prescriptive approach to affordability; 
and the adoption of sensible positions in relation  
to both transitional arrangements and lending into 
retirement. The extension of the implementation 
period to 18 months was also good news. Most 
rules will take effect on 26 April 2014, however  
one, in relation to the much publicised ‘mortgage 
prisoners’, was introduced immediately. This 
prevents lenders from treating existing customers 
who find themselves unable to re-mortgage less 
favourably than other customers.

On a less positive note, the FSA plainly disagrees 
with the BSA view that the case for a fully advised 
mortgage market has not been made. There remains 
a risk that some consumers who do not want advice 
could become detached from the mortgage process 
if they are forced to take it. 

It was helpful that the FSA made their views on new 
interest-only mortgages clear: they do have a place 
in the market and are suitable for some borrowers, 
provided they have a suitable repayment strategy. 
The FSA’s thinking about the treatment of 
borrowers whose repayment plans fall short of 
repaying the mortgage will become clearer when 
they publish the outcome of their thematic work 
into legacy interest only mortgages in 2013.

The true test of what the FSA refers to as its  
’hard wired common sense’ approach will be how 
these regulations are transferred from policy to 
supervision and then enforced. Early proof is 
needed to show that the FSA/Financial Conduct 
Authority’s (FCA) stated objectives will be delivered 
in practice. The BSA has been clear that uncertainty 
in the supervision of the regulations could lead to 
lenders tightening lending criteria until clarity on 
the supervisory stance is assured. 

In preparation for MMR implementation, the BSA 
has begun a series of events for members and has 
set up a working group to engage with the FSA/
FCA on a range of practical issues. 
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Note: Britannia merged with Co-op Bank in August 2009 and ceased to be a building society. 
The 2009 figure excludes Britannia from August to December. From 2010 onwards figures 
represent all mutual lenders. Figures prior to 2009 are building society only.
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Housing strategy

Throughout 2012, the BSA continued its 
involvement with government in its work to 
facilitate and promote self build. In April, the BSA 
published Lending information for self build in the 
UK; a toolkit for lenders offering, or considering  
the provision of, self build mortgages. The toolkit 
provides information on the different models for 
self build; research on the current size and potential 
of this market; the risks of self build lending and 
how to mitigate such risks. 

The intermediate housing sector continued to gain 
political and consumer support in 2012. With the 
political focus very much on the barriers to home 
ownership for first time buyers, shared ownership 
and shared equity housing provides a valuable  
step onto the housing ladder for those who cannot 
afford to access full ownership in their area. In May 
the BSA held a launch breakfast in the House of 
Commons for The Housing Hub, an online portal 
designed to bring together lenders and housing 
providers with a view to making the market more 
transparent and efficient. 

The BSA responded to housing strategies and policies 
in England, Scotland and Wales, from the over-
arching Laying the foundations: a housing policy  
for England to the Scottish Government consultation 
on an alternative to Stamp Duty Land Tax. 

The valuation panel met regularly in 2012 and 
discussed topics ranging from flooding to modern 
methods of construction. The panel contributed  
to guidance on Japanese Knotweed, the valuation 
of new build properties and professional indemnity 
insurance for valuers. 

European Mortgage Directive

In 2012, the Mortgage Directive, first proposed  
by the European Commission in March 2011, made 
slow progress in both the European Parliament  
and the Council of Ministers. Final positions were 
eventually reached, and trilogue negotiations – 
three-way horse trading between the Parliament, 
the Council and the Commission – began in July.

The BSA has continued to actively engage with 
MEPs, resulting in a number supporting our key 
lobbying positions. We have also engaged with 
Commission officials, UKRep – the UK’s permanent 
representation in Brussels – and other UK and EU 
trade bodies, all in order to achieve the best 
possible result for the UK.

// Savings:

The sustained low Bank Rate and economic 
slowdown meant that 2012 was another difficult 
year for savers. Towards the end of the year, the 
Funding for Lending Scheme (FLS) was also having 
an impact, reducing interest rates across the whole 
retail savings market. BSA members’ household 
savings balances grew modestly – by £2.2 billion –  
a reduction on the 2011 increase of £5.7 billion and 
well down on the annual increases seen before the 
start of the financial crisis. 

Competition for retail savings remained strong,  
as the big retail banks sought to restructure their 
balance sheets, and National Savings and 
Investments continued to enjoy an unfair competitive 
advantage in the sale of tax-free products.

Despite this, BSA members’ share of outstanding 
household savings balances fell only slightly, from 
22 per cent in 2011 to 21 per cent in 2012. 

Looking ahead to 2013, the Bank Rate is forecast  
to remain unchanged, economic growth is expected 
to stay low at best, and the FLS is likely to continue 
to depress savings interest rates. Taken in total, the 
challenging external conditions for retail funding 
seem set to continue throughout the year and 
potentially beyond.



Building societies have increased 
lending to homeowners by 
nearly 50 per cent, by offering  
a series of ‘best buy’ mortgage 
deals, at a time when confidence 
in banks has been further 
damaged by rate-rigging  
and service scandals.
Financial Times, 7 July 2012
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Individual Savings Accounts

Individual Savings Accounts (ISAs) continue to be 
an important product for societies and other mutual 
deposit-takers, although their share of the cash  
ISA market fell slightly to 31 per cent, compared  
to 34 per cent in 2011.

The ISA has become an important part of the 
savings landscape in the UK, but there remains 
scope for further improvement. The disparity 
between the annual subscription limits for the  
cash and stocks & shares components is a source  
of continuing concern. In submissions to the 
Chancellor in advance of the Budget and Autumn 
Statement, the BSA urged him to commit to 
equalise these limits over time. The BSA also  
urged that transfers from the stocks & shares ISA 
component to the cash component be allowed, as 
currently only transfers the other way are permitted. 
Such a change would enable ISA holders to rectify 
mistakes over transfers without losing their ISA tax 
exemptions. It would also facilitate the ‘lifestyling’ 
of portfolios – ie to allow ISA holders to align their 
assets and liabilities over time – particularly helpful 
for ISA holders nearing or in retirement.

In October, a new scheme for the electronic  
transfer of cash ISAs started to be rolled out. 
Initially, the scheme, which has been developed  
by BACS, having been commissioned by the BSA 
and two other interested trade bodies, is available 
only to members of BACS. During the course of 
2013, non-BACS members will be entitled to join 
the scheme which will facilitate the speeding up  
of the ISA transfer process. 

2012 was the first full year of operation of the 
Junior ISA (JISA), which was introduced in 
November 2011 as a replacement for the Child Trust 
Fund (CTF). Mutuals were quick to embrace the 
new product, and 29 of the circa 35 JISA providers 
are BSA members. The BSA has lobbied for CTF 
holders to be allowed the flexibility to convert their 
account into a JISA and we were pleased that 
contained in the Budget in March 2013 was an 
announcement that there would be a consultation 
on this matter, something that the BSA will 
contribute to. 

Simple financial products

The BSA has been participating in a review, initiated 
by HM Treasury and chaired by Carol Sergeant, to 
develop so-called ’simple financial products’. These 
are intended to assist people who have insufficient 

savings or financial protection, to navigate retail 
financial services markets. The premise is that 
market complexity is a key factor which discourages 
these individuals. The review is very much in tune 
with the core business of BSA members who are 
already committed to offering good value, 
straightforward products to their members. In 
August 2012, the interim report of the Sergeant 
Review was issued for consultation and included 
straw man proposals for an easy access and a 30 day 
notice account, as well as a life assurance product, 
all of which were well received by those responding 
to the consultation. In December, consumer 
research was conducted to help inform the further 
stages of simple product design. The final report 
was published on 13 March 2013.

Financial Services Compensation Scheme

The Financial Services Compensation Scheme 
(FSCS) is an important safety net for retail 
depositors. Its existence is key to engendering 
consumer confidence in the banking system, a 
contributory factor in the promotion of financial 
stability. The FSCS’s share of the costs of protecting 
depositors is borne primarily by banks and building 
societies. In late 2008 the FSCS borrowed from the 
Government and then paid out £20 billion to ensure 
no private individual with a UK deposit in one of 
the failed banks (Bradford & Bingley, the UK 
subsidiaries and branches of the Icelandic banks 
Kaupthing and Landsbanki, and London Scottish 
Bank) lost any of their money. The industry is now 
required to service the interest on these loans and 
in March the interest rate was increased by 70 basis 
points to 12 month LIBOR plus 100 basis points. 
This increase was in line with a commitment made 
by the previous Government in September 2008.



Deloitte published a report last week,  
which suggested that the [building society] 
sector’s good standing in reputation terms is 
translating into good business. The report for 
2011 shows that building societies improved 
capital levels and the quality of liquid assets. 
They increased savings balances to £250bn,  
a rise of 1.6 per cent on the previous year.  
The report also highlighted the important role 
that mutuals play in helping people buy their 
own homes. Gross lending rose 26 per cent  
on the previous year to 23.6bn. Mutuals have 
made a promising start to 2012, with activity 
up on the previous sector last year.
Bernard Ginns, Business Editor, Yorkshire Post, 15 May 2012
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Mutual deposit-takers are required to pay 
approximately 20 per cent of the total 
compensation costs arising from these bank failures. 
This is disproportionately high in relation to their 
profits and balance sheet size when compared to 
the amounts Plc banks have to pay. The BSA has 
highlighted this imbalance and called on the 
Government to introduce a more equitable, 
risk-based approach to the calculation of the levies. 

This prompted the launch of a review by the FSA  
of the arrangements for FSCS funding. The review 
of deposit protection funding started in 2010, but 
has been stalled for nearly two years, pending 
progress on discussions in Brussels on a package  
of changes to the Deposit Guarantee Schemes 
Directive (DGSD), including a move to pre-fund 
deposit protection schemes. 

The BSA has lobbied to mitigate these changes  
and, in particular, is concerned about the impact  
of pre-funding at a time when the legacy costs of 
past banking failures are still being paid for. Future 
progress of the DGSD is tied closely to the proposed 
Recovery and Resolution Directive (RRD), which  
is also under consideration in Brussels. The RRD 
includes a proposal for a pre-funded resolution fund 
and the BSA continues to argue that this should not 
be on top of the fund envisaged under the DGSD.

// Regulatory Reform:

The Financial Services Bill, which will amend but  
not replace the Financial Services and Markets Act 
2000, received Royal Assent at the end of 2012. 
The 2012 Act establishes the new framework for 
financial services regulation, with the FSA being 
replaced by two new regulators – the Prudential 
Regulation Authority (PRA) and the Financial 
Conduct Authority (FCA). 

The Act is a very large piece of legislation, with  
over 100 sections and more than 20 schedules. 
During the Bill’s passage, very few Opposition 
amendments were accepted. A number of late 
amendments related to high level arrangements 
(Bank of England and Financial Policy Committee), 
certain PRA arrangements, LIBOR, financial 
inclusion, and ‘excessive’ interest rates charged to 
borrowers in credit agreements (aimed at ‘payday 
lenders’, but with possible wider implications). 

Despite its considerable size, the 2012 Act does  
not represent the entire picture – many of the  
new provisions relating to the PRA and the FCA  
will be included in subordinate legislation or in 
regulatory rules. The BSA continues to work with 
the authorities here, including the provision of 
responses to a long series of consultations on  
points of detail.

It is important to remember that the forthcoming 
changes comprise new regulators, not new 
regulations. Certain regulatory changes, such  
as the Mortgage Market and Retail Distribution 
Reviews, would have happened anyway. The  
new regulators will bring with them different 
approaches and new terminology and concepts,  
but the respective underlying objectives of the  
new regulators – prudently run firms that treat 
customers fairly – are fundamentally the same.

Banking reform

During 2012, the Government moved ahead with 
the implementation of the recommendations from 
the Independent Commission on Banking (ICB).  
The ICB proposed structural changes to make it 
easier to separate vital retail financial services,  
as well as to deliver reforms aimed at improving  
loss absorbency and competition. The ICB’s  
main recommendation was the separation of  
retail banking activities, particularly deposit  
taking, into a ring-fenced entity distinct from  
other operations within a banking group.
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Aaron Strutt, a broker at Trinity 
Financial, the mortgage broker, 
said: “Lenders tend to have very 
different policies when it comes 
to older borrowers, and many  
of the building societies are 
more approachable.”
The Sunday Times, 28 October 2012
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In July 2012, the Government published a White 
Paper on banking reform and subsequently asked 
the newly-formed Parliamentary Commission on 
Banking Standards to comment on the draft 
legislation implementing these reforms. 

The BSA broadly supported the ring-fencing 
proposals when they were announced. However, 
there was concern that if they were applied to 
building societies on top of the existing legislation 
in the Building Societies Act near duplication  
or worse, conflicting legal requirements could  
have resulted. 

For example, the Building Societies Act requires  
a society to be at the apex of any corporate group. 
This could have conflicted with the structure 
necessary to implement ring-fencing in 
circumstances where the core retail operations 
would become a subsidiary of a holding company. 

In its report the ICB praised the building society 
sector as a model for the sustainable provision  
of retail financial services, so the implementation  
of reforms that hindered the sector would have 
been perverse. The BSA raised its concerns  
with policymakers through the year and welcomed  
as sensible the Government’s decision to carve 
building societies out of the new ring-fencing 
legislation. 

Instead, the Building Societies Act will be amended 
to bring it into line with ring-fencing. In order to 
achieve this, the Government launched a welcome 

consultation in July 2012 entitled The Future of 
Building Societies. This set out the Government’s 
view of the value of the building society sector,  
and its vision for the future:

“The Government’s vision for the building societies 
sector is of a thriving, independently-minded and 
sustainable sector that is able to continue to offer 
consumers a mutually-owned option for their deposits 
and mortgage lending. It is of a sector that stays true 
to the best principles of its history, delivering excellent 
customer service and avoiding unsustainable, risky 
business models. And it is of an innovative, 
developing sector, which is constantly seeking out  
new ways to serve its members and communities, 
while remaining true to its mutual values.”

The Government also adopted two high-level 
principles to guide its amendments to building 
society legislation in order to achieve its vision.  
The first was that building societies should be freed 
from inappropriate burdens that prevent them from 
competing, and the second was that these changes 
should not alter the distinctive nature of what  
a building society is.

Accordingly, when the Government published draft 
legislation to implement ring-fencing it confirmed 
the carve-out for building societies and confirmed 
that activities such as estate agency and 
independent financial advice – which support 
societies core purpose – would not be subject  
to legislative restrictions. This action should avoid 
the conflict with the structural prescriptions in the 
Building Societies Act as it currently stands.

The BSA will continue to work with the Government  
in the year ahead to ensure that the Building Societies 
Act is amended according to these high-level 
principles so that mutual lenders and deposit-takers 
can compete on a fair basis with ring-fenced banks.





London & Country associate director of 
communications David Hollingworth says: 
“Smaller building societies have been 
important in recent years, putting together 
competitive rates and offering something 
different to the big high street lenders...
Money Marketing, 5 July 2012
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The BSA believes the Government’s proposal, 
contained within the now published Banking 
Reform Bill, to exempt banks with less than £25 
billion of customer deposits from ring-fencing runs 
counter to this objective. All building societies, 
regardless of size, will continue to be subject to  
the Building Societies Act when it is amended to 
bring it into line with ring-fencing. The BSA believes 
it would be fairer to reduce the £25 billion 
threshold, otherwise relatively large banks will  
not be subject to ring-fencing, but building 
societies of the same size will be.

Another ICB recommendation that remains of 
potential concern for mutual lenders is the proposed 
minimum leverage ratio. This is the ratio of high 
quality capital to total assets, without any 
adjustments for the riskiness of those assets.  
The BSA considers that to have a single leverage 
ratio is a blunt instrument. Some financial 
institutions, such as building societies and other 
mutual lenders, have balance sheets mainly 
comprising residential mortgages which have been 
shown to be at comparatively low risk of loss. 
Hence, firms with lower risk business models would 
be disproportionately affected if a single leverage 
ratio were to be implemented and set at a high rate.

The leverage ratio is being implemented in Europe 
via CRD 4. The BSA supports the approach 
proposed there for the minimum leverage ratio  
to be differentiated based on the riskiness of  
a firm’s business model.

// Macro-prudential Matters:

Macro-prudential tools

The Interim Financial Policy Committee (FPC) was 
set up in 2011 with the objective of monitoring and 
mitigating risks to the financial system as a whole. 
The Financial Services Act 2012 granted it power 
and secondary legislation was published in January 

2013. This sets out which instruments the FPC  
will have powers to direct the new regulatory 
bodies, namely the PRA and FCA, to use. 

It is proposed that the FPC will have powers of 
direction to set the level of the countercyclical 
capital buffer; have powers to vary the sectoral 
capital requirements to target specific areas, such  
as lending on residential or commercial property; 
and be able to vary the minimum leverage ratio  
over time.

In its responses to consultations and inquiries from 
HM Treasury, the Bank and the Treasury Select 
Committee, at which Adrian Coles gave evidence, 
the BSA raised a number of concerns about the 
proposals. These included the bluntness of the 
leverage ratio as a tool, and the consequences  
that could stem from the use of sectoral capital 
requirements if defined in terms of maximum loan 
to value (LTV) or loan to income (LTI) ratios. 

The use of such limits could raise the cost of 
borrowing to otherwise credit-worthy borrowers  
or prompt them to seek additional loans, secured  
or unsecured, from other providers, causing risks  
to shift in opaque and unpredictable ways. Building 
societies could be particularly affected because of 
the legislative requirement on them to concentrate 
on lending secured on residential property. In 
addition, the use of LTI ratios as a limit would 
conflict with the more sophisticated approaches  
to assess affordability already used by lenders and 
required under the FSA’s Mortgage Market Review.

The official Bank Rate

The official Bank Rate has been at its 
unprecedented low level of 0.50 per cent since 
March 2009. However, the International Monetary 
Fund suggested in May 2012 that the UK economy 
could benefit from a still lower Bank Rate. The 
minutes of the Monetary Policy Committee (MPC) 
meeting in June 2012 reported that the merits  
of such a reduction had been considered by the 
committee.

Any such move would have made it more difficult 
for a retail deposit taker to attract funds that could 
then be used to increase lending. In addition, the 
unprecedented low level of the Bank Rate in 2012 
and before had already caused many banks and 
building societies to experience a considerable 
squeeze in profitability. Plus, both the consumer 
benefits of a reduction were doubtful for borrowers 
and obviously for savers. As a result a further 



2002 2003 2004 2005 2006 2007 2008 2009 2010 20122011

19
1 22

0 24
3 27

1 30
5 34

6 39
5

37
9

37
9

36
6 37
6

£bn 
Mutuals' Group Assets

Source: Bank of England

Note: Britannia merged with Co-op Bank in August 2009 and ceased to be a building society. 
The 2009 figure has been adjusted to include Co-op Bank. From 2010 onwards, figures 
represent all mutual lenders. Figures prior to 2009 are building society only.

Brian Murphy, head of lending for 
national advisory firm Mortgage 
Advice Bureau, said: “Lending 
from building societies has really 
spearheaded the increase in 
mortgage lending in 2012. The 
mutual sector has continued to 
bring competitively priced and 
innovative products to market, 
and this has been reflected in its 
strong start to the year.
Financial Adviser, 12 July 2012
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reduction in the Bank Rate would not necessarily 
have provided much of a boost to aggregate 
demand in the economy. The BSA met officials from 
the Bank, helping to inform the MPC which decided 
in November that it was unlikely to wish to reduce 
the Bank Rate in the foreseeable future.

// Conduct of Business Regulation:

The BSA has been working closely with members, 
the regulators and other interested parties on the 
changing face of conduct of business regulation. 
The FCA, which has operated in ‘shadow’ form  
at the FSA for some months, is scheduled to be 
established formally from April 2013. The FSA is 
explicit that the underlying imperative will remain 
its stated consumer outcomes, which focus on:

 —  fair treatment continuing to be central  
to a firm’s business ethos

 —  consumers getting what they need and  
were led to expect 

 — clear information 

 — suitable advice (where relevant) 

 —  the absence of unfair post-sale barriers 
(including switching and complaints)

This is good news for BSA members because it is  
an approach that they are very familiar with. 
Conduct supervision by the FCA will be on the basis 

of the new Firm Systemic Framework (replacing 
ARROW) and its exact application will depend into 
which of the four conduct categories – C1 to C4 –  
a firm falls.

// European Prudential Regulation:

Capital Requirements Regulation and 
Directive – ‘CRD 4’

The BSA’s advocacy work on several aspects of the 
CRD 4 package continued throughout 2012 as the 
proposal moved slowly through the EU legislative 
process. Somewhat unexpectedly, the package 
failed to reach adoption by the end of the year. 

The outcome on mutuals’ capital looked sufficiently 
favourable mid-2012, that in July Nationwide 
adopted rule changes to cater for the issue of a new 
mutual Core Tier 1 Capital instrument. In response, 
the BSA commissioned an addendum to its Model 
Rules to cater for such instruments. This will be 
available for use by other societies from spring 2013.

An explicit amendment catering for the banking 
subsidiaries of co-operatives was agreed in the 
compromise texts of both the Council of Ministers 
and the European Parliament and should form part 
of the final regulation to be adopted in 2013.

As in 2011, on most CRD 4 matters we have 
continued to work through the European Mortgage 
Federation, urging them not only to set out a 
common position that reflects UK concerns but also 
to step up their advocacy by engaging with MEPs 
from across the EU, as well as with the current 



“Building societies and the  
Co-operative Bank consistently beat 
high-street banks in customer 
satisfaction surveys and many offer 
great rates as well.”
Louis Brooke, Move Your Money, quoted in  
The Daily Telegraph, 18 July 2012

Banks may grab headlines with apparently 
attractive mortgage rates but building 
societies are the best bet for home buyers  
who actually want to obtain a loan. 

That’s the clear message from new lending 
figures which show that institutions owned  
by their members, rather than shareholders, 
are punching above their weight in the 
housing market.
Ian Cowie, Personal Finance Editor, Daily Telegraph, Blog, 3 December 2012
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Presidency. The main focus in the second half of 
2012 was on securing a differentiated leverage ratio. 
As a result of MEP intervention, the Parliament is 
broadly backing differentiation. At the start of 2013, 
this principle – if not the original detail of a three 
tiered ratio – appears to be making headway.

European Banking Authority

As CRD 4 moves towards completion, the European 
Banking Authority (EBA) has been tasked with 
producing and consulting on a large volume of 
‘regulatory technical standards’ (RTS) – in effect 
these are European subordinate legislation. The BSA 
has focused its efforts on those EBA consultations 
most relevant to members, including two draft RTS 
on capital instruments. The BSA position has been 
put forward at three open meetings with the EBA. 

Harmonised reporting

The European Capital Requirements Regulation 
(CRR) imposes increased reporting requirements  
on banks and building societies. To give members  
an introduction to the new returns and potential 
obligations, a well attended seminar was held  
in April 2012.

COREP is the acronym used to describe reporting 
required under the harmonised European Capital 
Requirements Directive. FINREP covers IFRS-based 
financial reporting for supervisory purposes and  
has been in place since 2005.

Both will apply to all building societies and banks 
and this will mean wholesale changes to several 
existing regulatory returns. 

The date of COREP’s introduction is dependent on 
when the CRD 4/CRR package comes into force. 
After a number of delays, in February 2013, the  
FSA indicated it would go ahead and start collecting 
COREP data for the period beginning 1 January 
2014 as long as legislation and related standards  
are in force by then. No transposition of the EBA 
technical standards is needed for UK legislation.

The position on FINREP is less clear. Initially, the 
FSA was minded not to introduce FINREP, at least 
not at the same time as COREP, but a recent 
communication suggests this position may  
have changed. 

// Liquidity and Funding:

Liquidity coverage and stable funding ratios

When the EBA asked for comments on its draft 
global liquidity standards, the BSA responded by 
calling for a new timetable. The rationale for this 
was that, in the absence of agreed rules in the CRD 
4/CRR package, institutions ran the risk of having 
to change their reporting twice. The BSA also 
argued for proportionality in the application of the 
liquidity coverage and stable funding ratios. We  
do not believe that the EBA requires every item  
of data from every institution.

As a result, the BSA welcomed the news at the start 
of 2013 that implementation of the standards had 
been delayed and their requirements modified.  
The Basel Committee has changed the calculation 
of the Liquidity Coverage Ratio (LCR), reducing 
some outflow percentage. This widens the range  
of permitted assets and slows the build-up to full 
compliance, starting at 60 per cent of final LCR in 
2015 and not reaching 100 per cent LCR until 2019. 
The stable funding ratio, designed to limit an 
institution’s reliance on short term funding, will  
also now not come into effect until 2019.
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There is little short-term impact on building 
societies as they already follow the FSA’s tough ‘go 
it alone’ new liquidity regime introduced in 2009. 

Looking ahead, building societies will have to 
grapple with further changes in regulatory 
reporting, this time from a domestic source, the 
Prudential Regulation Authority. Towards the end  
of 2012, Bank of England officials outlined 
potential changes for societies. 

Central clearing for derivatives

The European Market Infrastructure Regulation 
(EMIR) is part of a worldwide effort to reduce 
counterparty and operational risk in the over-the-
counter derivatives market. This had been identified 
as a contributory factor to the financial crisis.

EMIR came into force on 16 August 2012. The 
regulation will require anyone who has entered into 
a derivatives contract to report and risk-manage 
their derivative positions. It requires all 
counterparties with outstanding derivative contracts 
to report details of those contracts and any new 
contracts to an authorised trade repository. In 
addition, it requires standardised contracts to be 
cleared through a centralised counterparty. Those 
that remain bilateral will face collateral and higher 
capital requirements. The BSA held a seminar in 
April 2012 to explain the consequences of EMIR. 

Cash ratio deposits

The Bank of England last carried out a review of  
the Cash Ratio Deposit (CRD) scheme five years 
ago. CRDs, which are funds deposited at the Bank 
of England by banks and building societies that 
earn no interest, fund the Bank’s unremunerated 
policy work. 

In 2012, the BSA was asked for views on how this 
work should be funded going forward. Suggestions 
included an investigation and possible adoption of 
models used by other central banks. The activities 
of these bodies are almost universally funded from 
general income, including that arising from 
seigniorage and foreign exchange reserves. Other 
suggestions made were: (i) to abolish the scheme 
and fold the costs of the Bank’s policy work into 
FSA/ PRA fees, or (ii) to retain the current scheme 
and widen the pool to include other financial 
institutions that benefit from the Bank’s 
unremunerated work. 

// Financial Reporting:

The future of domestic financial reporting

The completion of a new domestic financial 
reporting framework took a step forward in 
November. This was when the Financial Reporting 
Council (FRC) issued a number of important 
standards. 

FRS 100 outlined the overall framework. This 
standard will apply to all domestic entities unless 
they are required, or choose, to prepare their 
financial statements in accordance with IFRS or the 
Financial Reporting Standard for Smaller Entities.  
In practical terms, this means all building societies 
that currently use UK GAAP.

FRS 101 sets out the reduced disclosure framework 
for qualifying entities. Both standards will be 
effective from 1 January 2015 with early adoption 
permissible.

Of most interest to BSA members is FRS 102,  
which completes the suite of new financial reporting 
standards. This will contain the text of the new 
comprehensive accounting standard, including, for 
example, loan impairment provisioning, a subject  
on which the BSA has lobbied the FRC for a 
pragmatic and proportionate solution. FRS 102  
is expected in early 2013.

Enhanced financial reporting disclosures

The UK’s seven largest lenders – including 
Nationwide – have developed a code with 
regulators that goes beyond the disclosures 
mandated in international financial reporting 
standards, with the aim of increasing market 
confidence. The BSA decided in 2012 that such a 
code was unnecessary for mutuals in general, but 
that an annual summary of the seven lenders’ 
conclusions could be helpful. This mirrors the action 
taken by the BBA in relation to smaller banks. In a 
positive move in early 2013, the FSA made clear 
that its work on further disclosures was not 
intended to be applied to the non-systemic banks 
and building societies.



Whether they’re dominating  
the best buy tables or reporting 
massive increases in lending levels, 
building societies appear to be 
showing the much-maligned banks 
how to do it. 

Building society mortgage lending 
soared 44 per cent in July, according 
to the Building Societies Association 
(BSA), whereas bank lending 
reached an 18-month low in June 
and recovered only modestly the 
following month. 

Building societies are financing their 
mortgage lending the old fashioned 
way – by using competitive rates to 
attract more deposits from savers.
The Scotsman. 8 September 2012
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// Taxation:

National Insurance number

HMRC had announced that building societies (and 
banks) would have to collect a national insurance 
number from customers for all new interest-bearing 
accounts from 6 April 2013. A decision to drop this 
requirement was made in August 2012, when HMRC 
acknowledged that it did not have the necessary 
power under the Finance Act 2011 to do so. It took 
a further five months of pressure from the BSA for 
the taxman to issue an official notice to that effect.

Foreign Account Tax Compliance Act

The Foreign Account Tax Compliance Act or ’FATCA’ 
is the legislation that stems directly from the US’s 
drive to combat offshore tax evasion and its need to 
recoup lost tax revenue. The effect is global. The UK 
signed an agreement with the US in September that 
means UK financial institutions will have to report 
certain customer information to HMRC, data which 
will then be forwarded to the US’s Internal Revenue 
Service. The agreement allows the majority of UK 
building societies, friendly societies, industrial and 
provident societies and other mutual societies to  
be included in a list of low risk institutions. These 
institutions can reduce their FATCA compliance 
requirements if they meet certain criteria.

In December 2012, HMRC published draft 
regulations and guidance to implement the 
agreement. While the BSA welcomed the many 
clarifications, concern remains that some parts  
are too restrictive.

//Recovery and Resolution:

UK domestic

The FSA was required by UK domestic post-crisis 
legislation to implement a regime for Recovery and 
Resolution Plans (RRPs) while European and 
international frameworks were still being agreed. 
BSA members had to develop and submit RRPs, 
originally by a deadline of the end of June 2012, 
using FSA guidance material that was not tailored 
to their circumstances. Based on the excellent early 
work of a pilot society, and with the co-operation  
of Bank of England and FSA officials, the BSA was 
able to prepare an anonymised Example Submission 
suitable for a range of smaller members. This 
enabled them to prepare their own RRPs in the 
knowledge of what a good RRP looked like. The 
Example Submission was launched at seminars in 

March 2012 in Leicester and London, and the 
Submission itself was made available to BSA 
members and, by arrangement with the BBA,  
to smaller BBA members. This has enabled many 
smaller members to complete their own RRP work 
with less effort, expense and re-invention. 

EU directive

The European Commission’s proposal for a bank 
Recovery and Resolution Directive (RRD) was  
finally published in June 2012. As well as requiring 
member states to bring in a resolution framework 
(largely patterned on the UK Special Resolution 
Regime), it deals with the bail-in of senior debt,  
the involvement of deposit guarantee schemes  
in loss absorption on resolution and the 
establishment of resolution funds. The BSA has 
focused advocacy work on key priorities: Ensuring 
that the overall burden of funding both resolution 
and deposit guarantee schemes is affordable; 
avoiding any obstacle to the introduction of retail 
depositor preference; and striking out any 
obligation for national resolution funds to lend 
cross-border to each other. 
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A growing number of account 
holders want a return to 
‘mutuals’ where banks and 
especially building societies  
are owned by the customers.

“Lending from building societies 
has really spearheaded the 
increase in mortgage lending this 
year,” says Brian Murphy from 
the Mortgage Advice Bureau.

“The mutual sector has continued 
to bring competitively-priced and 
innovative products to market, 
which is reflected by its strong 
start to the year.”
Sunday Express, 8 July 2012
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// Corporate Governance:

There is a general recognition that deficient 
corporate governance and management in banking 
contributed to the financial crisis. As a result there 
have been a host of initiatives in recent years aimed 
at raising standards in this area. Standards of 
corporate governance among BSA members have 
improved significantly in recent years and compare 
favourably with those of Plcs. The BSA encourages 
members to adopt best practice in corporate 
governance and, as part of this, to follow the UK 
Corporate Governance Code. The BSA has issued 
guidance to assist building societies to comply.  
This guidance was updated in October 2012 
through a revised version of the UK Corporate 
Governance Code. 

In 2012 there was considerable focus on the 
remuneration policies and practices of banks,  
as these were identified as having encouraged 
excessive risk taking in the run up to the financial 
crisis. While mutuals were not guilty of the excesses 
of the Plc banks, new regulatory requirements – 
notably the FSA Remuneration Code – apply by 
extension to mutuals and this necessitated the 
introduction by larger mutuals of ’share-like’ 
non-cash instruments in July 2012, solely for  
the purpose of satisfying the Remuneration Code. 

Board effectiveness evaluation

In February 2012, the BSA published a joint  
report with Warren Partners, one of the largest 
independent executive search firms in the country, 
which reviewed the approaches taken by building 
societies and mutuals on board evaluation and its 
relationship with board effectiveness. It is obvious 
that an effective board is vital to the proper 
functioning of an organisation, its ability to adapt 
and thrive in both good and difficult market 
conditions, and its focus on governance, standards 
and the customer.

Warren Partners worked with the BSA to survey 
member chairmen about their experience of and 
views about board effectiveness evaluation. The 
results of the survey showed that approaches may 
differ, but that most chairmen were satisfied that 
such evaluations have a positive impact on the 
effectiveness of their boards. The evaluations 
helped to identify training and recruitment needs 
and behavioural, operational and procedural 
changes. This was the first survey of its kind in  
the sector and consideration will be given to a 
repeat exercise in the future to assess how these 
evaluations evolve over time.



If you thought the banking sector’s reputation 
could not sink any lower after the credit crunch, 
the last few weeks have confounded that.

With a consumer-focused ethos, building 
societies are well-placed to benefit. 

Figures from the Building Societies 
Association show mutuals are moving in the 
right direction. Gross mortgage lending by 
mutuals was up 38 per cent to £14.1bn in  
the first six months. Mortgage approvals by 
mutuals were up 45 per cent year-on-year.
Yorkshire Post, 2 August 2012
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// Conduct of Business:

Payments strategy

In July 2012, HM Treasury consulted on setting  
the strategy for UK payments. The HMT review  
was prompted by concerns expressed by the 
Treasury Select Committee (TSC) about the role  
of the Payments Council in setting payment 
strategy in the UK. Concerns included the proposal 
to abolish cheques by 2018 (since rescinded) and  
the perceived dominance of bank representation  
on the Council. The BSA responded following 
meetings with HMT and Payments Council,  
arguing that building societies should have  
greater representation and involvement in  
the setting of future payments strategy. 

Whenever a new industry initiative is proposed, 
building societies are frequently reliant on clearing 
banks to help them implement solutions. Poor 
communication from clearers, coupled with the 
perception that building societies are something  
of an after-thought has often resulted in societies 
being presented with expensive technical solutions 
with little time for implementation. 

Whatever the future structure for setting payments 
strategy, the BSA will continue to advocate greater 
consideration of building societies when agreeing 
new payment initiatives. This will include our 
response to the Government consultation  
document ‘Opening up UK Payments’ published  
in March 2013. 

Payment services regulations

The Payment Services Regulations 2009 (PSRs) 
contains conduct of business provisions for 
‘Payment Accounts’, which include personal current 
accounts and instant access savings accounts. 
Although the PSRs have been in place since 2009, 
there continues to be confusion within the financial 
services industry about the FSA interpretation of 
the regulations. The BSA worked through 2012  
to liaise with the FSA and provide members with 
information and guidance on the PSRs. 

Lending Code

The BSA is one of three sponsors to the Lending 
Code – the others are the BBA and UK Cards.  
The Lending Code is a voluntary code which sets 
minimum standards of good practice in relation  
to unsecured loans, credit and charge cards and 
current account overdrafts. The Code contains key 
commitments and detailed notes on how customers 
should be dealt with through the whole product  
life cycle. This runs from marketing and account 
opening, maintenance and the provision of 
information on changes to terms and conditions, 
interest rates, and how organisations should 
respond in cases of financial difficulty. 

On 1 May 2012, new provisions came into force 
that increase the level of protection offered to 
customers under the Lending Code where their debt 
is sold or transferred to a third party for collection. 
Where a debt is sold, subscribers need to satisfy 
themselves that appropriate arrangements are in 
place. These must ensure that the debt purchaser 
will continue to deal with customers in a manner 
consistent with the requirements in the Code for  
the treatment of customers in financial difficulties. 

The BSA continues to support voluntary regulation 
in this area and welcomes the strengthening of 
consumer protection in the Lending Code.

// Consumer Matters:

Vulnerable account holders

Life expectancy is increasing and the responsibility 
for the care of the elderly and vulnerable is falling 
more and more to their families. As a result, the 
provision of appropriate services to support account 
holders with diminished mental and/or physical 
capability and their carers is becoming a high  
profile area.
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Gfk NOP Financial Research Survey for six months ending January 
2012 surveying approximately 30,000 adults across the UK.
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Gfk NOP Financial Research Survey for six months ending January 
2012 surveying approximately 30,000 adults across the UK.
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In March 2012, the Prime Minister announced  
the launch of a national Challenge on Dementia. 
The aim of this initiative is to deliver significant 
improvements in dementia research and care by 
2015 across both the public and private sectors.  
The financial services industry has been challenged 
to improve awareness of dementia and to deliver 
‘dementia friendly’ services to sufferers and carers. 
It is proposed that this be achieved through  
a protocol or charter that will be available for  
all financial services providers to sign up to,  
thus declaring themselves ‘dementia friendly’.  
In parallel with this, there will be dementia and 
mental capacity awareness training for customer-
facing employees.

The BSA is part of the financial services working 
party, made up of trade bodies, financial services 
firms and relevant charities, which is leading the 
industry’s response to this challenge. The group’s 
initial deliverable is a protocol or charter that all 
financial services organisations could sign up to, 
plus the dementia/mental capacity awareness 
training material. Delivery is expected in the  
second half of 2013.

During 2012, the BSA worked with the Office  
of the Public Guardian, the BBA, the Law Society, 
Solicitors for the Elderly, Age UK and Alzheimer’s 
Society to draw up best practice guidance to help 
improve services to attorneys, deputies and other 
third parties who are managing accounts for people 
who can no longer do so themselves. The guidance 
was published in early 2013. The BSA has also 
supported projects led by Brunel University and 
Action for Advocacy and the Scottish Business 
Crime Centre to help financial services firms better 
protect vulnerable adults from financial abuse.

Claims Management Companies

Non-sale claims for PPI compensation made by 
Claims Management Companies (CMCs) against 
BSA members increased by 247 per cent in the first 
six months of 2012 compared to the second half  
of 2011, and a significant volume of non-sale 
claims from CMCs continued to be an issue for 
many members throughout 2012. 

A non-sale claim is where a claim is made, either  
in the knowledge that the product has not been 
sold to the claimant by the firm that is the subject 
of the complaint, or the CMC has simply failed  
to make adequate checks. Such claims mislead 
consumers into believing that they are entitled  



For borrowers looking to remortgage or move, 
brokers said building societies provided most 
low-cost deals. “Look at mortgage ‘best buy’ 
tables, and building societies lead the way,” 
noted Jonathan Harris of Anderson Harris,  
the mortgage broker. Nigel Bedford of 
Largemortgageloans.com agreed: “There is 
evidence that building soceties offer better 
products than banks, especially at high  
loan-to-values.”
Financial Times, 7 July 2012

Nearly five years on from the 
credit crunch of summer 2007, 
the reputation of the banking 
industry remains in tatters  
[.......] Against this depressing 
background, I am pleased to 
report that the building society 
sector is enjoying a revival. 
Indeed, there was an air of 
optimism amongst delegates at 
last week’s annual conference of 
the Building Societies Association.
Bernard Ginns, Business Editor, Yorkshire Post
15 May 2012
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to compensation and burden BSA members and  
the Financial Ombudsman Service (FOS) with 
unnecessary administration and business costs.  
A small number of CMCs that have consistently 
ignored their own sector conduct rules are 
responsible for the majority of these claims.

In March 2012, the BSA made a formal complaint  
to the Ministry of Justice identifying 20 CMCs that 
had been responsible for consistently high levels  
of such claims over the preceding six months. The 
Ministry’s Claims Management Regulation Unit 
(CMRU) investigated all of the CMCs named and 
took action against 16 of them by issuing formal 
warnings. With the help of members, the BSA 
continues to monitor the behaviour of these CMCs 
to identify whether regulatory action has modified 
their behaviour. 

The BSA welcomes plans for the Legal Ombudsman 
to take on the investigation and remediation of 
consumer complaints against CMCs in 2013, and 
the Ministry of Justice proposals to tighten CMC 
conduct rules in areas such as advertising, written 
contracts and informing potential claimants of the 
alternatives to using a CMC. The BSA would like  
the Ministry to go further and publicly name CMCs 
that persistently flout relevant conduct rules. 

In November 2012, the BSA issued ‘PPI/MPPI 
claims – a best practice guide’ to help BSA members 
review and improve their own claims management 
arrangements. This document summarised best 
practice guidance provided by BSA members,  
the CMRU, the FOS and Which? 

Throughout 2012, the BSA has worked to publicise 
the CMC issue and, on top of media activity which 

resulted in national broadcast and press coverage, 
we have also worked with parliamentarians. For 
example, the BSA briefed Peers ahead of a series  
of amendments during the Lords stages of the 
Financial Services Bill. While the amendments were 
not accepted at the final vote, Ministers did go on 
record in the debate to criticise poor practice among 
some CMCs and pledged to drive up standards 
through better regulation. In addition, a number  
of Parliamentary Questions were laid on this topic 
through the year.

Age discrimination

The Equality Bill passed into law in 2010. The 
provision of services aspects (which include, for 
example, age discrimination outside the workplace) 
came into force on 1 October 2012, so it is now 
unlawful to discriminate on the basis of age unless 
the practice is covered by an exception, or good 
reason can be shown for the differential treatment 
‘objective justification’. Among other things, all 
financial services, including the provision of savings 
and mortgage accounts, are covered. 

The BSA welcomed the ban on unfair age 
discrimination in the provision of services. We  
also welcomed the fact that both previous and 
current governments concluded that age was not 
used unfairly by financial services providers and, 
therefore, introduced wide exceptions from the  
ban for financial services. The Coalition Government 
concluded that “market practices such as age 







The Money Box presenter told the audience: 
“I’m very proud of the fact that I was a 
complete sceptic about demutualisation.  
The arithmetic said the conversion from 
mutual to bank could not work because there 
was another player who had to take money 
out of the business – shareholders. All that 
stuff about plcs being more efficient and 
driving down cost is nonsense.”
Paul Lewis, broadcaster and writer, speaking at the BSA Annual 
Conference, Manchester, 10 May 2012
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banding and age limits should continue as they 
were beneficial to consumers”. Products such as 
‘silver saver’ accounts and equity release mortgages 
provide invaluable help to sections of our society 
that need them and we are pleased that such 
products can continue to be offered unhindered.

// Crime and Security:

Financial crime

The level of attempted fraud and other financial 
crime remained high in 2012 across all types of 
offence. The BSA continues to support members  
in fighting financial crime through intelligence 
delivered by financial crime alerts, the BSA fraud 
and money laundering surveys, and the BSA 
Financial Crime Panel. 

During 2012, the BSA contributed to FSA thematic 
reviews on bribery and corruption, investment 
fraud, and the abuse of buy to let mortgage 
products. We also participated in projects by the 
Serious Organised Crime Agency and the National 
Fraud Authority on the usability of Suspicious 
Activity Report (SAR) submissions online, and 
online crime reporting via ActionFraud. These 
initiatives should reduce the burden of financial 
crime administration for BSA members.

At national level, preparations are underway for  
the launch of the National Crime Agency in 2013. 
The BSA has joined with other financial trade 
bodies to press the Government to take this 
opportunity to review the Proceeds of Crime  
Act and address the outcome of recent court 
proceedings on the anonymity of SAR reporters  
and recovery of the proceeds of crime.

Physical security

During 2012, there were 119 reported security 
incidents involving BSA members’ branch 
employees and ATMs. There have been relatively 
few branch robberies over the past five years; this is 
mainly due to the investment that building societies 
and banks have made in tightening their defences. 
This has meant that organised crime in particular 
has tended to switch to focus on other types of 
retail outlet or to striking when premises are empty. 
The number of attacks on ATMs and cash deliveries 
to branches and ATMs, however, continues to rise.

The 2012 Olympic Games passed without any 
incidents, despite concerns that criminals would 
take advantage of the games as a distraction.

Similarly, there have been no significant public 
order disturbances, at least not of the magnitude  
of the 2011 riots. BSA members with branches  
in some parts of England have, however, had to 
manage the impact of a number of English  
Defence League marches.

The BSA Physical Security Advisory Group continues 
to provide a forum for members to share intelligence 
and prevention best practice. The BSA also 
circulates details of security incidents as they 
happen so that building society security managers 
can assess any local risk to their outlets. We 
regularly exchange information with the BBA,  
the police and with other retail sectors to ensure 
members get the most complete and up to date 
picture possible.

// External Relations:

2012 was a particularly busy year for the BSA,  
with a satisfying array of media coverage and 
contact meetings. Much of this achieved the  
BSA objectives of raising awareness and positively 
promoting the building society and wider mutual 
sector, or delivered relevant comment and opinion.

Midway through the year, the Barclays LIBOR 
scandal broke, followed by the RBS/Nat West/
Ulster Bank computer glitch. These events rocked 
the financial sector and the wider consumer 
community, but caused many journalists and 
commentators to turn their attention to the  
mutual sector as they sought out alternatives.  
This gave the BSA new opportunities for comment. 

The heightened interest in the sector continued  
for the remainder of 2012, supported by research 
published by the BSA in July and again in August. 



Customers looking for the most competitive 
savings and mortgage rates should look beyond 
the big high street banks to the smaller local 
building societies. Most have not diversified 
into structured products, sub-prime mortgages 
or casino-style investment banking, but have 
stuck with the basics of home loans, which are 
largely funded through the savings deposits.
The Daily Telegraph, 21 July 2012
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This independent consumer research showed that 
mutuals outscored Plc banks across 11 different 
aspects of customer service, including openness  
and honesty, trust and value for money. Reports 
from KPMG entitled ‘Building societies to play a big 
role in the future of British banking’ and Standard  
& Poor’s entitled ‘Back to basics banking keeps UK 
building societies on solid ground’ also helped to 
reinforce the value and importance of the sector 
with multiple stakeholders. Communication with  
the Move Your Money Campaign continued and  
this contributed to a volume of helpful comment.

Over the year, press interest in the monthly 
performance statistics grew, as the sector delivered 
a consistently strong mortgage market performance. 
The mutual commitment to the Funding for Lending 
Scheme was also widely noted. 

2012 was the year the BSA launched its social 
media strategy with a conscious decision to focus 
on Twitter. This delivered a new channel and the 
opportunity for conversation and engagement with 
media, parliamentarians, members, stakeholders and 
the public. During the second half of the year, the 
number of Twitter followers doubled to 800. The 
re-development of the BSA website began in 
mid-2012, with the focus on improving engagement 
with public audiences and access and navigation  
for members. Good progress was made throughout 
2012, with the launch of the new site scheduled  
for mid-2013. 

The BSA’s in-house publications Society Matters, 
Newsbite and Mortgage Matters continued to 
generate interest from a number of audiences, with 
articles from regulators, Peers and BSA members 
among others. The quarterly Property Tracker survey 
gained traction in 2012, particularly in the 

broadcast media, both in the UK and Europe. Once 
again, the BSA worked with consumer magazine 
Your Mortgage to produce a Guide to Mutual 
Lenders, highlighting the mutual difference. More 
than 250,000 copies of the guide were downloaded 
from the Your Mortgage website during the year 
and 20,000 print copies were distributed. 

//Public Affairs: 

European public affairs 

An increasing amount of the legislation/regulation 
which affects BSA members now emanates from 
Europe, including the Capital Requirements, 
Recovery and Resolution, Mortgage Credit and 
Deposit Guarantee Schemes directive. As a result, 
during 2012 the BSA focused more heavily on 
Brussels – work that included setting up a Europe 
Group, a forum at which members interested and  
or active in EU affairs can share knowledge and 
co-ordinate activity. 

Throughout the year the BSA leveraged a range  
of relationships across the Channel. These included 
contacts with the UK Government and its 
permanent representation in Brussels, the European 
Mortgage Federation, the CBI’s British Business 
Bureau in Brussels, and links with informed and 
helpful MEPs. On the specific of mutuals’ capital, 
the BSA worked with the European Association of 
Co-operative Banks.

In December 2012, the BSA held a reception in  
the European Parliament. The objective was to start 
to raise the profile of the co-operative and mutual 
sectors with a wider European audience. The BSA 
believes there are areas of shared concern and 
mutual messaging that can be adopted to advance 
cross–border positions and move the UK away from 
perceived ‘special pleading’. The evening was 
hosted by Dr Kay Swinburne MEP and included  
a number of speakers from the sector. 

UK public affairs

Through Q4 2011 and into spring 2012, the  
BSA held round-table lunch events with MPs  
and Peers from each of the three main political 
parties. Attendees included representatives of 
relevant select committees, party spokespeople  
and all-party parliamentary groups. There was 
considerable interest in the health of the mutual 
financial sector and the outlook for the mortgage 
and savings market.



“A lot of bad news is out this year. 
Banks and insurers are struggling 
to work out how to increase their 
revenues and rebuild their 
standing in the market.” On the 
positive side, he said building 
societies have an opportunity to 
grow their businesses. “There is a 
lot of public goodwill towards 
building societies. Their brands 
have not been damaged like the 
big banks have. There is still a lot 
of trust in building societies.”
David Buckley, senior partner, Ernst & Young, 
Yorkshire, quoted in Yorkshire Post, 14 August 2012
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In May, the BSA launched the Housing Hub website 
at a breakfast in the House of Commons, attended 
by MPs, Peers and Government officials. Speakers 
at the event included Clive Betts MP, Chair of the 
Communities and Local Government Select 
Committee and Nationwide Building Society,  
who sponsored this innovation. 

Considerable parliamentary support for mutuality 
and financial sector diversity was expressed during 
2012. Examples include:

 —  February – an Early Day Motion tabled by Stephen 
Williams MP, co-chair of the Liberal Democrat 
Backbench Treasury Committee, which encouraged 
consumers to switch their accounts away from the 
big banks to create a more diverse banking system. 

 —  June – Business Secretary Vince Cable MP 
described the demutualisation of building 
societies as “one of the greatest acts of 
economic vandalism in modern times”. Speaking 
at the think-tank Centre Forum, he also said that 
the existence of building societies had led to  
a “virtuous circle of more mortgage lending 
leading to more house building.” 

 —  July – Treasury Select Committee member, 
Andrea Leadsom MP, sponsored a Westminster 
Hall debate on Banking Competition, in which 
MPs from all parties expressed views that 
building societies and other mutuals were 
collective challengers to the big banks. Greater 
competition and diversity of provision for 
personal and business customers was called for.

Parliamentary Commission on Banking 
Standards

In the wake of the various banking scandals, 
particularly LIBOR fixing, Parliament established  
a Commission of MPs and Peers to investigate 
banking standards and to report on options for  
a new framework of standards for the industry.  
The Commission was also charged with examining 
culture, governance, transparency and conflicts of 
interest, and to look specifically at regulatory and 
competition issues.

Chaired by Treasury Select Committee Chairman 
Andrew Tyrie MP, the Commission has also 
conducted the pre-legislative scrutiny stage of  
the draft Financial Services (Banking Reform) Bill, 
following HM Treasury’s consultation on the White 
Paper. The BSA submitted evidence to the 
Commission on the wider issues concerning banking 
standards, as well as the proposals in the draft Bill.

Party conferences 

The BSA actively engaged at all three main UK 
political party conferences, taking part in fringe 
meetings, round-table discussions, events and 
receptions. In addition, we met with key 
parliamentarians, policy advisers and other 
stakeholders. 

Engagement ranged from discussions with pfeg and 
the All-Party Parliamentary Group on Financial 
Education for Younger People in relation to financial 
capability, to discussions with the Social Market 
Foundation on the role of government in the 
promotion of more diverse ownership structures. 
The BSA also participated in forums discussing the 
role of ethics in business and the future role of 
equity release. 

Lords Select Committee on Public Service 
and Demographic Change 

In November, BSA Head of Mortgage Policy, Paul 
Broadhead, gave oral evidence to the House of 
Lords Select Committee on Public Service and 
Demographic Change. This new Committee was set 
up by the Lords to look at a range of public policy 
issues relating to an ageing population, including 
how businesses are adapting their services.



Why is it that the building societies have 
generally emerged from the difficulties of the 
financial crisis in better health than the U.K. 
banking industry as a whole? Standard & 
Poor’s believes that what keeps the building 
society sector on solid ground are its franchise 
stability, adequate capitalization, focus on 
prime residential lending, and customer 
deposit-based funding profiles. 

Furthermore, because building societies focus 
mainly on lending and deposit taking, we view 
them as good examples of “back to basics” 
banking. And, as the business models of larger 
banks evolve in response to regulatory and 
market developments since the financial crisis, 
building societies could claim, with some 
justification, that they are already further 
along the road to maintaining sustainable 
franchises in the new financial landscape.  
We believe this solid business model will 
continue to support relatively stable credit 
profiles through macroeconomic cycles
“Back to Basics” Banking Keeps UK Building Societies on Solid Ground
Report published by Standards and Poor’s, 19 April 2012
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The BSA evidence outlined examples where building 
societies have already designed new products and 
services for this demographic and demonstrated 
how the needs of older consumers were being taken 
into account. Examples included societies that offer 
home visits for their frailer members and an 
innovative ‘drive through’ branch which enables  
the disabled and less mobile to conduct business 
from their car.

//Events Conferences and Seminars:

The BSA held its usual wide range of conferences 
and seminars throughout 2012. The annual financial 
crime prevention, treasury management, audit and 
accounting, directors’, arrears and possessions and 
chairmen’s seminars were held as usual. Among the 
policy and practice areas covered at other events 
were social media, capital & liquidity, conduct of 
business, board effectiveness reviews, recovery  
and resolution plans and legal, regulatory and 
constitutional matters.

The annual conference held in Manchester in May 
was a highly successful event. Over 500 delegates 
attended to hear speakers who included ;Rt Hon 
Alistair Darling MP; Tim Harford, the ‘undercover 
economist’ and FT Columnist; Martin Wheatley, 
CEO Designate of the Financial Conduct Authority; 
and Paul Lewis, freelance journalist and broadcaster. 
Delegates also visited the business exhibition,  
which showcased the products and services of over 
20 exhibitors, and enjoyed a number of receptions  
and the conference dinner, where Gyles Brandreth 
informed and entertained diners.

More than 200 people attended the annual lunch 
hosted by BSA Chairman, David Webster. We were 
delighted to welcome principal guest and speaker, 
Christopher Leslie MP, Shadow Financial Secretary 
to the Treasury.

In addition to hosting conferences and seminars, 
the BSA continued an active programme of  
external conference speaking engagements 
throughout the year. Topics were wide ranging  
but included the Mortgage Market Review; self 
build lending, affordable housing; restoring the 
reputation of the financial services sector; Local 
Authority Treasury seminars; Credit Agriciole 
Network seminar; a seminar on mutuals for the 
FSCS; and a presentation on UK building societies 
to the Filene Institute and the Credit Union of 
Central Canada. In addition, the BSA provided a 
keynote speech to the United Nations Economic 
Commission for Europe Conference, held in London 
in October and participated in a wide range of other 
external events.





“In recent years, building societies have  
re-established themselves in the mortgage 
market by increasingly providing competitive 
products and in many instances by offering 
more flexible lending criteria than some  
other providers. The BSA figures show that 
consumers are once again taking advantage  
of these deals to purchase their first home, 
remortgage or buy a new property.”
Brian Murphy, head of lending, Mortgage Advice Bureau
Quoted in Money Marketing, 8 March 2012
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Section Three 

Internal Matters 

//Members:

At the end of 2012 there were 47 building societies 
in the UK, the same number as at the end of 2011. 
On 15 August 2012, the Boards of the Scottish  
and Century Building Societies announced their 
intention to merge. This merger was completed  
on schedule on 1 February 2013, with the enlarged 
society retaining the brand of the Scottish Building 
Society. On 13 December 2012, the Boards of the 
Nottingham and Shepshed Building Societies 
announced their intention to merge under the 
brand of the Nottingham Building Society. Subject 
to approval by Shepshed members and confirmation 
by the FSA, the merger is expected to be effective 
from 1 July 2013. In addition to all of the building 
societies in the UK, the BSA also has two other 
mutually-owned deposit-taking lenders in 
membership: The Co-operative Banking Group  
and Kent Reliance, a trading name of OneSavings 
Bank plc, whose parent company is Kent Reliance 
Provident Society.

//Associates:

In 2012, the BSA provided information and 
networking opportunities to a range of firms  
with an interest in the mutual sector. In return  
for a modest annual fee, Associate Members receive 

access to the members-only section of the BSA 
website, entry at member prices to many BSA-run 
seminars, the opportunity to attend an annual 
associate briefing, BSA conference and seminar 
speaking opportunities, and inclusion in the BSA 
Yearbook. At the end of December 2012, the BSA 
had 42 Associate Members, an increase of three  
on the same time in 2011. 

//The Building Societies Trust:

The Building Societies Trust is a charity that makes 
small grants to organisations which work in the 
areas of savings, housing, home ownership and 
building society matters generally. 

During 2012, the Trust supported the BSA library, 
which offers a range of information services on 
building society, housing and mortgage related 
matters. The library is based at the BSA’s offices  
and is open to the public by appointment. 

In 2012, grants were also made to:

 —  Centrepoint: for its Moneywise learning 
programme, which aims to improve the financial 
literacy skills of young homeless people.

 —  Crisis: for its SmartSkills project, which aims  
to enable single homeless people to obtain the 
financial and personal skills they need to gain 
and sustain a home in the private rented sector 
or in social housing.

 —  The Money Advice Trust: for its central 
administration costs and a specialist service, 
which focuses on providing support to frontline 
money advisers to help mortgage borrowers  
who find themselves in financial difficulty.

 —  Shelter: for support towards its free national 
housing advice helpline, which supports people 
facing homelessness or bad housing.

Grants to a total of £100,000 were made in 2012.

The Trust’s Chairman is Graham Kentfield, a former 
Chief Cashier at the Bank of England. The other 
Directors in 2012 were Andy Golding, Chief 
Executive of Kent Reliance and krbs (trading names 
of OneSavings Bank plc); and Luke March, a former 
Chief Executive of the Mortgage Code Compliance 
Board and currently Chairman of the National 
Churches Trust. 

The affairs of the Trust are administered by  
BSA staff.



In a speech that compared today’s economic 
environment with that of the inter-war years, 
the Liberal Democrat cabinet member said  
the existence of 1,000 building societies in  
the 1930s had created a “virtuous circle” of 
more mortgage lending leading to more house 
building. There had not been a banking crisis 
between the wars. Cable blamed the lack  
of mortgage lending on the destruction 
[demutualisation] of building societies.  
“This was one of the great acts of economic 
vandalism in modern times,” said Cable.
The Guardian, 18 June 2012
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//Library and Information Service:

The BSA provides a free library and information 
service to members, associates, researchers and the 
general public. In addition to adding and updating 
information and statistics on the BSA website, we 
maintain a specialist collection of over 20,000 
reports and articles, produce consumer fact sheets 
and maintain a comprehensive archive of BSA 
guidance notes and publications. 

The earliest documents in the library are the Building 
Societies Directory and Almanac for 1855 and copies 
of the Building Societies Gazette dating from 1870. 
The BSA also has a comprehensive collection of the 
Building Societies Yearbook from its first issue in 1927, 
and copies of each building society’s annual report 
going back over 25 years. In 2012, a further 1,000 
items were catalogued and added to the collection.

//Human Resources:

Internal 

In June, Adrian Coles was awarded a Lifetime 
Achievement Award at the Trade Association 
Forum’s annual awards dinner. 

During 2012, there were several staff changes:  
In June Victoria Bamber joined the External Affairs 
team as Press and Publications Officer, to fill a long 
standing vacancy. In August René Kinzett joined as 
interim Public Affairs Manager, covering maternity 
leave for Rachel Wylie. 

In September, Warren Davis was appointed  
as a Policy Adviser, filling the vacancy created  
by the departure of Vicky Barnard.

In October 2012, Charlotte Bell (the BSA’s 
Commercial Manager) celebrated 20 years’  
service at the BSA. 

In January 2013, Adrian Coles announced that  
he is to step down as Director-General after more 
than 30 years at the BSA, 20 as Director-General. 
The recruitment process for a Chief Executive to 
replace him has commenced. In the meantime, 
Adrian remains at the helm.

External 

A number of surveys, the results of which are 
available to all participating members, were 
produced in 2012. These cover executive and  
senior management remuneration, including  
details of non-executive directors’ fees; turnover 
and sickness absence statistics and benefits; and 
selected terms and conditions of employment 
within the mutual sector. 

Through the year, the BSA also posted numerous 
executive and non-executive director vacancies  
on its website on behalf of members. Further  
details on this service, which is free of charge  
to BSA members, are available from  
melanie.snelgrove@bsa.org.uk 

In addition, the BSA administers a register of 
potential Non-Executive Directors (NEDs). At the 
request of a member Chief Executive or Chairman, 
the BSA will forward a list of potential NEDs 
together with a summary CV for each individual. 
Information on the register is available from  
keeley.ball@bsa.org.uk 

In June 2012, TheData Ltd produced a survey, 
Building Society Board Structures and Directors’ 
Remuneration for 2011/12, on behalf of the BSA. 
This provided details of the salaries, fees and other 
remuneration for chief executives, finance directors 
and chairmen within the sector, together with 
information on the composition of building society 
boards. This information is available to all members 
in the statistics section of the members’ website.



Building societies survived the financial crisis 
in better health than the UK banking industry 
as a whole. This can largely be attributed to:

–  their low-risk focus – driven by the lending  
and funding limits – on residential lending  
and customer deposit-based funding;

–  the statutory restrictions on certain  
treasury activities; 

–  their strong brands and higher levels  
of capitalisation;

–  their emphasis on longer-term planning 
rather than the pursuit of short-term gains; 
and their focus on serving the interests of 
their members, rather than meeting external 
shareholder pressure

The future of building societies, HM Treasury Consulation, 6 July 2012

 Homeowners and landlords  
are enjoying some of the best 
mortgage deals in memory. But 
those hoping to buy their first 
home without the benefit of  
a huge deposit remain almost 
entirely frozen out of the market.

Many lenders still view first-time 
buyers as a higher risk and 
reserve their best mortgage rates 
for borrowers with at least a  
40 per cent deposit. But there is 
some hope for frustrated buyers 
– notably in the building society 
sector, where several mutuals  
are sticking to their principal aim 
of helping ordinary people own  
a home.
Mail Online, 18 August 2012
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//Financial Position:

The BSA reported a deficit for the year to 31 
December 2012, before tax but after Financial 
Reporting Standard 17 (FRS17) adjustments,  
of approximately £47,000 (2011: a deficit of 
approximately £50,000). 

No financial contribution was made to the pension 
scheme during the year. This was agreed by the 
Corporate Trustee, following advice from the 
Scheme’s Actuary, and in accordance with the terms 
of the Scheme’s recovery plan. The results of the 
latest actuarial valuation, as at 31 December 2011, 
will be finalised by 31 March 2013. 

The BSA is eligible for a credit of £9,357 in relation 
to corporation tax for 2012 (2011: a credit of 
£104,585). This credit mainly relates to the 
increased liability from the special pension payment 
received in 2009, which was forwarded on to the 
pension scheme. 

The BSA’s unallocated cash reserves as at 31 
December 2012 were approximately £1.58  
million, equivalent to over five and a half  
months’ expenditure.

//The BSA Council 2012:

During 2012 two members of the Council resigned. 
John Milton, former Chief Executive of the  
National Counties Building Society and the council 
representative for the Metropolitan Association  
of Building Societies (MABS), stood down from 
Council in March and retired shortly thereafter. 
John had served as a Trustee of the BSA Pension 
Scheme for a number of years. Peter Griffiths, 
former Chief Executive of the Principality Building 
Society and BSA Chairman in 2011/12, stood down 
in September and left the Principality at the end  
of that month. Thanks are due to both for their 
substantial contribution to the BSA and Council. 

Taking their place, James Bawa, Chief Executive  
of the Teachers Building Society, joined the BSA 
Council as the MABS representative from the May 
meeting. David Marlow, Chief Executive of the 
Nottingham Building Society, replaced Peter 
Griffiths as the representative of the Midlands  
and West Building Societies Association from  
the November meeting.
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Directory

// The Council:

As at 1 March 2013

Chairman

David Webster (Chairman)

National

David Cutter (Skipton)
David Dodd (Darlington)
Andy Golding (Kent Reliance and krbs)
Dick Jenkins (Bath)
David Webster (Hanley Economic) 
Paul Winter (Ipswich)

Nominated building society

Graham Beale (Nationwide)
Chris Pilling (Yorkshire)
David Stewart (Coventry)

Nominated financial mutual

Barry Tootell (The Co-operative Banking Group)

Regional 

Jim Willens (Northern – Newcastle)
James Bawa (Metropolitan – Teachers)
David Marlow (Midlands & West – Nottingham) 

Constitution of the Council

The largest three building societies – measured  
by balance sheet size – have an automatic right  
to nominate one member each to the Council.

One seat on the Council is reserved for non-building 
society financial mutuals.

The three regional associations each elect one 
member to the Council (for a three year term)  
on a one member, one vote basis.

The remaining six members of the Council are 
elected for three year terms on a vote of all 
members at the annual general meeting. The  
three largest societies, by virtue of their ability  
to nominate to the Council, do not have a vote in 
this election. Also the largest non-building society 
financial mutual does not have a vote, for the same 
reason. The number of votes available to the 
remaining members is proportional to the annual 
subscription that they pay to the BSA.

// Staff:

As at 1 March 2013

Director-General

Director-General: Adrian Coles OBE
PA to Director-General: Keeley Ball

Commercial activities

Commercial Manager: Charlotte Bell
Events Officer: Christie Sharp

External affairs

Head of External Affairs: Hilary McVitty
Public Affairs Manager: René Kinzett  
(maternity leave cover)
Press and Publications Officer: Victoria Bamber
Policy and External Affairs Officer: Katie Wise

Financial policy

Head of Financial Policy: Jeremy Palmer
Policy Adviser: Andrea Jeffries

HR and finance

Head of HR and Finance: Louise Thornbury
Personnel Officer: Melanie Snelgrove
Accounts Consultant: Phil Lickfold
Accounts Administrator: Outi Stenroos
Facilities Adviser: Barry Smith
Receptionist and Telephonist: Lynne Bartlett
Catering Assistant: Irene Bastable

Legal and practice

Head of Legal Services: Chris Lawrenson
Policy Adviser: Andrew Hopkins
Policy Adviser: James O’Sullivan

Library and information

Information Services Manager: Simon Rex

Mortgage policy

Head of Mortgage Policy: Paul Broadhead
Policy Adviser: Colette Best
Policy Adviser: Sharon Chapman
Policy Adviser: Warren Davis

Savings policy

Head of Savings Policy: Brian Morris
Economist: Andrew Gall
Business Economist: Joseph Thompson
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// BSA Members:

As at 1 March 2013 

Bath Investment
Beverley
Buckinghamshire
Cambridge
Chorley & District, The
City of Derry
Co-operative Banking Group, The
Coventry
Cumberland
Darlington
Dudley
Earl Shilton
Ecology, The
Furness
Hanley Economic
Harpenden
Hinckley & Rugby
Holmesdale
Ipswich
Kent Reliance and krbs (are UK trading brands  
of OneSavings Bank plc)
Leeds
Leek United
Loughborough
Manchester
Mansfield, The
Market Harborough
Marsden
Melton Mowbray
Monmouthshire
National Counties
Nationwide
Newbury
Newcastle
Nottingham
Penrith
Principality
Progressive
Saffron
Scottish
Shepshed
Skipton
Stafford Railway, The
Swansea
Teachers
Tipton & Coseley
Vernon
West Bromwich
Yorkshire

// BSA Associates:

As at 15 March 2013

Addleshaw Goddard
ADT Fire & Security 
Airdrie Savings Bank
Allen & Overy LLP
ALMIS International Ltd
Arch Mortgage Insurance Ltd
C. Hoare & Co.
Castle Trust
Clayton Euro Risk
CMS Cameron McKenna LLP
Co-operatives UK
Crown Mortgage Management Ltd
CUNA Mutual Group Limited
Deloitte
Ernst & Young LLP
Gateway Surveyors
Genworth Financial Mortgage Insurance Limited
Homeloan Management Limited (HML)
King & Shaxson Asset Management Limited
KPMG LLP
Legal & General
LSL Property Services PLC (e.surv)
L&T Infotech Ltd
Mutual One Ltd
Mutual Vision Technologies Ltd
Norton Rose LLP
Ordnance Survey
PricewaterhouseCoopers
Reclaim Fund Ltd
Spicerhaart
TALL Group of Companies, The (Checkprint Ltd)
Thomas Eggar 
Warren Partners
Water Industry Property Information Network
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